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FOREWORD

The first conference on housing in
Asia sponsored by the U.S. Agency for
{.stemnationai Development {AID) was
held in Seoul, Korea on October 28 to
31, 1976. The conference was hosted
by the Korea National Housing Cor-
poration with typical Korean warmth,
bospitalitv, ang efficiency.

Sixty-seven delegates representing
five Asian countries and the U.S,, plus
representatives of the World Bank,
Asian Institute of Technology, Uni-
versity of Hawaii, Fulbright Corrimis-
sion, and USAID missions in Thailand
and Korea, attended the <onference.
The main theme of the conference was
“National Shelter and Urban Strate-
gies,” with professionai papers on
housing policy, housing finance, and
various country programs serving as
the catalyst for much significant dia-
logue during the five working sessions
of the three day conference.

The enthusiasm and level of partici-
pation in the conference clearly at-
tested :o its success and to the critical
importance of the subject matter to
the participants. Fuily aware of the
magnitude of the housing problems
confronting the partic.pating countries
and sincerely hoping that the delegates
profitted from the experiences shared
at the conference, AID is pleased with
il contribution to the success ¢f the
conference.

Peter Kimm, Director,
Office of Housing,
Agency for International
Development
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WELCOMING SPEFCH
YANG TAE: shiK
President, Korea National
Housing Corporation

Mr. Kimm, Ambassador Sneider, and
all distinguished delegates from Indo-
nesia, Malaysia, Philippines, and Thai-
land; it is my great pleasure to address
you at this opening session of the first
National Shelter and Urban Strategies
Conference in Asia.

We are here to discuss housing and
we seek to learn from each other.
Although there are many cultural or
social difierences in o.r countries, one
common problem we al! share is *he
enormous task of providing housing
for our respective countries. Thera is a
wide range of housing experierice rep-
resented here and we all hope 1o gain
by the individual experiences and
knowledge that are assembled through
a mutual exchange of ideas, programs,
and policies. 1 think also that this con-
ference will provide closer ties to our
Asian community in providing a beuter
understanding or in sharing a common
dilemma.

— o ——

OPENING SESSION

Uctober 29, 1974

Korea Natonal Houe'ng C orporation Pretide 1.
Yang Taek Shil

Fam particularly pleased that Seoul
was chosen for the site of the Confer-
ence as it srovides us with an oppor-
tunity to show you our progress in
housing. We hope to impress on you
our Government's efforts in this area
and feel that during your brief stay,
ycu will be able to see much of what
we will be describing to yeu during
the conference. I look forward to the
sessions and fee! particularly indebted
to USAID for making it possible.

Finally, on bel 4!V of my Government
and the people of Korea, | want to
extend our warmest welcome to all the
delegates t> the confe ence and |
sincerely hope your visit to Korea will
be most pleasant and! successful.

Now, itis mv great honor and privi-
lege to introduce to you the U.S. Am-
bazsador to Korea, Richard L. Sneider.
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WELCOMING SPEFCH
KICHARD L. SNEIDER

The Ambacador of the ( SMAto
South Korea

inister Kim Presidert Yang, dis-

unguished wisitors and gueste—it i
pleasure for me to have thic oppor-
twnitv to weicome vou to this firg!
conference on housing in East Asia
sponcored by the LS. Apency for
International Development

The conference theme—National
Shelter and Urban Strategres—is most
appropriate this vear at it follows upoen
the recent U N. Habhitat Conference in
Vancouver, Canada, which brought the
problems of <helter and the issues of
urban strategies necessary to meet the
growing cemands of urban popula-
tions to the furefront of public con-
saiousness and international awarenacs
The growth of urban population
centers in both the deve!c ped and
the developing world cver the past
decade has been unparalleled in man's
histary. The projected growth over the
next 20 years, particularly in the de-
veloping countries of Asia, will be
even greates and presents a tremen-
dous challenge 1o the financial and
human resources available for this
task. The magnitude of the growth of
urban areas demands increased atten-
tion and resources be devoted to the
effort of developing appropriate re-
sponses to the future urban and shelte-
needs of developed and developing
nations. In this regard, this conference
and others like it which provide a
forum for exchange of experiences
between urban planners, financiers,
and urban administrators in the public
and private sector are extremely im-
portant f progress is to be made and
common mistakes are to be avoided.

Itis also appropriate that this con-
ference sheuld be held ir. Seoul. Kerea.
a city devastated by war 25 years ago,
vet today one of the largest and maost
dyramic cities in the world. Ir this
transttion from a victim of war 1o 11
present stage of urban:zation and
Status as one of the largest Jities in
the world, Seoul is, in many ways, an
excellent case study o1 the forces and
efiects of rapid urbanization in a de-
veleping nation and of the difficultiec
inherent in coping with cudh growth.
I'am sure our Kcirean colleagues will
take the opportunity of the conference
to explain to vou Korea's housing
policies and urban strategies that have
been and are continuing to be de-
veloped in response to this urhan
growth. It is our hope that you will
leave this conference with a greater
appreciation and understanding ¢ the
shelter policies ana programs of Korea
and of AID's programs designed to
assist developing nations deal with the
issues and prablems of urban growth
and shelter.

Y




WELCOMING SPEECH
KA JOO NAM
Vice Minister of Construction

NP

Ambassadcrs Sneider, Mr. Kimm,
President Yang, and distinguished
guests and delegates. | take great pleas-
ure in addressing vou on the occasion
of the opening of this National Shelter
and U-ban Strategies Conference. |
want to extend a sincere welcome to
Korea to all of you and hope your visit
to Korea will be most pleasant.

I look forward to the conference as
I believe it provides an excellent op-
portunity to exchange views and ex-
periences regarding housing. It should
prove most beneficial in exploring
common problems and in the promo-
tion of friendships among our various
countries.

| hope that during your visit each
of you will have time to explore the
development progress that is taking
place in Korea. | would like each of
you o witness the progress of our
people who are united under our
Gov#nment and to repurt on this
progress invour oyyn countries. To
giasp a true pictyre of a country and
its progress is extremely valuable in
forming friendl= ties.

I also want to express my apprecia-
tion to USAID for sponsoring this
conference and for providing the
foriim for discussion smong neighbors.
I'will close my welcoming remarks by
wishing happiness and good health tc,
all of the participants and distinguished
guests.

AL GHELTER AND RBAN STRATEGIES CONF

SI’UHSﬂRED BY USAD, HOSTED BY KNKS

Kim lon Nam




OPENING ADDRESS

PETER M. KIMM

Director, Office of Housig,

Agency for International Development

I3 a great hunor for me to speak to
you at the opening of this housing
conference. Although the AID of{ice
of Housing has had a considerable
amount of experience in such confer-
ences in Latin America and Africa, this
is the first housing conference that we
have sponsored in Asia.

As each of the preceding spe kers
have noted, we are in the midst of an
urban crisis that is unparalied in hurnan
history. The cities of the world, and
particularly the cities of the developing
veorld, are growing at dizzying rates.
For example, the city of Secul, in 1950,
had a population just slightly above
one million people. By 1975, Seoul’s
populatien had grown seven times its
1950 size and now has over seven
milkion people. United Nations pre-
dictions indicate that in the next 25
years Seoul’s population wi!l alrost
tripie to 19 million by the year 2000.
The figures for all the major cities in
Asiq are similar. Manila, in 1950, had
1.5 million people. tn 1975, Manila had
grown to 4.4 million and 12.8 million
is predicted for the year 2000.

The figures 1re staggering. The con-
cept of providing three times the num-
ber of jobs, three times the number of
schools, or three times the number of
houses, from what we now have, in
just 25 years, is difficult to compie-
hend. And these are not prohlems
that can be dealt with by using the
same old solutions that have been used
elsesvhere. Nobody has ever coped
with the preblems of the same order
of magnitude that face us today and
there is nowhere to turn for a modei
that we know will work. The cities in
the industrialized countries grew at a
much slower rate; relatively speaking,
much greater resources were available.

We're talking ~2out something that has
never happenad before and we'll have
to cCevelop our cwn solutions.

One of the critical needs of this
urbanization cycle is housing. All of us,
at all income levels, are very much con-
cerned about our own housing, and are
prepared to expend considerable
eflorts in this direct'on. For most
people, a house is the prir:~ipal g :al
for which they save and for aii but the
very weaithy, the investment in a home
will be the maior component of the
ret worth of an individual in his life
time. Ye:, somehow, despite this well
known facy, shelter and human settle-
ment probiems have received a very
low priority ia the development com-
munity. National planning programs
of many developing countrizs have
paid littie or no attention to housing
strategy in their development cfforts,
while the probiems increase.

For a variety of reasons, the U.S.
Agency for Internzational Development
\as been very involved in housing
i ctivities over a considerable period
of time and in trying to set a frame-
work for this conference, I thought it
would be beneficial to discuss our
exgeriences. The Agency for Inter-
national Development administers the
bi-lateral aid program of the U.S. and
the bulk of the resources available are
invested in rurai projects. However,
we have had, for some time, a signifi-
cant program aimed exclusively at
housing known as the Housing Guar-
anty program. That program is admin-
istered by AlD’s Office of Housing,
which I head. Currently, it has rr.-
sources available to it to issue g.saran-
tees somewhat in excess of one oillion
dollars, and for the past few years, we
have approved new projects in the
order of about $120 millicn a year.
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Although that is a very small sum of
money in relation to the urban prob-
lems that | mentioned earlier, it does
represent the largest single 2mount
availabie anywhere in the world for
this purpose.

The way the Housing Guaranty (HG)
program works i$ that if a developing
country is interested in pursuing hous-
ing or shelter activities, discussions are
held between the courary and AID on
the nature of the project and program
that is to be financed. If agreement is
reached on the program objectives,
AID issues a letter to the borrower,
which savs that the U.S. Government
will guaranty repayment to any U.S.
lender that will finance the project in
question. This letter allows the bor-
rower to enter the U.S. capital market
and obtain a loan to finance the proj-
ect. The net effect of the issuance of
the U.S. Government guaranty on the
loan is to make a line of credit avail-
able !5 the develening country at more
or less the same terms and conditions
as FHA or VA mortgages in the U.S.

In essence, AID acts as a financial in-
termediary between the private capital
market in the U.S. and the borrowing
country, bringing money available to
the borrowing country at essentially
the same loan rates in which a mort-
gage can be obtained by a U.S. citizen,
essentially, the same role and rates for
loans that are available from the World
Bank, which also serves as a financial
intermediary. We also charge a fee for
our guaranty that covers operating
expenses. The program is completely
seli-sufficient and dces not rely on
U.S. Government funds to operate.

Peter Kimm

In the early years of the Housing
Guaranty program our principal focus
was on the development of housing
finance institutiors. In 1973, the entire
AID foreign assistance act was given a
review to determine who were the
principal beneficizries of our foreign
aid program. The guidelines that re-
sulted from that critical congressional
review were uite clear, with exglicit
instructions to AID that the final bene-
ficiaries of the U.S. foreign assistance
program must be the lower income
people, the rural and urban poor in
the recipient developing countries.

In applying that mandate to the HG
program, we kegan to look for a defi-
nition of the urbar or rural poor. We
adopted the very arbitrary standard of
median income levels stating that
families below the median level con-
stituted the urban poor and would be
the target for future HG programs. In
applying this criteria to HG programs
for the past two years, we have found
that the median family income from
city to city has been surprisingly close.
!t runs from about $100 to $150 per
month, or about $1290 to $1500 per
year. Using the old formula of 2 to 3
times annual income as the maximum
debt one can occur for a mortgage,

a median income would allow the
purchase of a “nome"’ costing round
$2,400 to $4,500 maximum, at the
mediar.. And, we're talking about try-
ing to reach as many people as possi-
ble well below thzt median income
level.

Lo
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With this type of economic con-
straint, the next thing that comes to
mind is that if the people can’t afford
more than that, then tr.e government
can subsidize the differencz. If you
examine some of the population
figures that ! mertioned earlier, and if
you'l! make the most optimistic pre-
dictions about whit the governments’
income wili permit per family, you'll
quickly corie t the realization that
massive governrnent subsidies just
won’t work. The question of subsidies
becomes a central issue in the formu-
lation of a housing poiicy and in the
implemantation of a hiousing plan.

It's interesting to note how the cities
were abls {0 grow from 1960 to
present levels, and how the housing
was provided. It was because the
needed housing was construcied by
individuals seeking their own interests.
These people arc now living in housing
that others call shacks, siums, and
squatter areas, yet those units are the
major source of housing for a very
significant percentage of the people in
the developing world. One of the pro-
gram: we have found that responds
well to the needs o1 the urban poor is
to tinance the improvement of the slums
and squatter areas. In particular, by
providing better access, water, sewage
facilities, credit for home improve-
ments, and other community facilities
that help to improve the quality of life.
Another HG program type is sites
and services—whickh, in a sensg, tries
to get the government one step ahead
of the squatter movement by providing
sites a: d infrastructure to provide in-
dividuals a glace to build their homes.
These programs, aleng with some more
tiaditional public housing that meets
the lower income criteria, are the types
of programs that are being financed
with HG funds and which meet the
policy guidelines set cut in 1573.

-

in the course of running a hillion
dollar program, and within the fraine-
work of the program reassessinent that
I mentioned, we have worked with
some 40 countries. It can be said that
we have made all the mistakes in the
shelter field that can be made. More
likely, there are some mustakes tnat we
haven’t made ind are in the process
of making now. However, because of
our mistakes and our successes, | think
we have something to say at this con-
ference. | know we have ¢ great deal
to learn and therefore, it is with great
pieasure that we join with our Korear
nosts in sponsoring this conference.

I would propose that there ate three
major isst 2s that need to be reviewed
at this conference. First, there is the
question of housing policy. Few coun-
tries in the world, and 1 do not exclude
my own, have well thought out hou-
ing policies and | see little chance for
successful housing programs unless
urbanization strategies are well
thought out and policies clearly estab-
lished within which each country or
city can operate. The second major
issue is housing finance. In most
market economy countries, you cannot
finance housing exclusively out of ihe
national budget—or in manv cases—
even significantly. The question of
where the money is going ta come
from and how the flow will be main-
tained is central to housing policy.
And the final issue that appears to me
to De at the heart of the matter is the
question of subsidies. It has been our
experience that this particular 1item has
been the major cons:raint to the de-
velopment of programs that really
come 1o gripe with the problem, and
the higher the subsidies, the less likely
it is that the truly low incor-= families
will be the beneficiaries.

These are hard issues, but issues that
need thoughtful individual analysis and
answers. Each country has to make its
own decisions. Nobody is going to

L/



make them for you. But before the
decisiops are made, it's necessary 1o
get all the information possible, to
study the situation, and reflect upon
the consequences of your decision.
Of particular intesrest to you will be

the Korean experience. AiD,11as made
very significant levels of investmeants in
Korea—seme $90 million since 1472,
and we will devate tomorrow to the
Korean program. Todzav. we will try to
give you an overview of tre problems,
try to give you a U.S. perspective of
how we see it and how our experi-
ences in working with other develop-
ing countries may prov‘de some in-
sights. | look forward to the next few
davs and hope that | will }'zave Secul
Monday a much wiser peison. Thank
you very much,

= U S






Lee Dong Sune, Pree Huranass

FRAMEWORK

President, Planning and Development
Collabarative International, U.S.A.

te available
11Zens o1 diterent coun
throughout the world in

y can it be said that the legiti-
irations of all the
people have been salistied with equal-
1y and cocial justicd| but the issues to
ne faced in the developing countnes

sstantially in nature and

1 are these ssues?
In 1974 the approximate urban

in centers ot over 20,000
persons' 1o the developing countries

i million. By the vear 2000, over
1 additional persons will

1 citiies through groswth by
mugration and natural increase

o1 the new residents will be poor

Additional capital invesiment ot
almost one tnllion dollars will be re-
quired to provide mimimal housing, in-
trastructure, tacilities, and jobs for this
population. This <tatistic is of concern
1zom the perspective that urban de-
velopment is only one priority among
many, such as agriculture, rural devei-
apment, and defense, and because
ovirall capital investment is usually
much less than the operating expenses
01 most national budgets

3. These massive new urban popula-
tions will be the out-growth of cities
already in desperate physical, economic
and <ocial candition. Often 80 percent
of ali urlan houteholds may have
monthly incomes of $59 or ey «m
ployment ranges from 15t 24 «rcent
or more of the labor force. Almaosi halt



of all urban hcusehoids have no water
service from & piped system. Miteracy
in absolute numbers mav even Ye in-
creasing.

5. For most urban centers huildable
land is subject 10 speculation, rausing
land value increasis ranging from 10 to
22 percent anaually. Land speculation
Cauzes aberraticns throughcut the ur-
ban development process. It causes
uncontrolled spread of the urbar: area
and raises the costs of public services,
Most damaging of all, it shuts out the
low-income family from land owner-
ship._ thereby giving rise 10 squatting.

5. The public sector in most devel-
oping countries is il equipped to
‘espond to these enormous urban chal-
lenges—challenges without precedent
in the histor; of the developed world.
Theie is 2 fundamental lack of not only
trained technical and administrative
capacity. but also financial capacity.

This in turn perpetuates cumbe, -
some, cxoaterpreductive adminisiratih e
and management practices and sup-
ports the over-ceniraliz~*nn af deci-
sion making while at the same time
the rapid multiplication of ministries
and agencies at the national, provinical,
and iocal levels of government has led
to fragmentation of effort,

6. Tnere is iittle likelihood that
urban economies of the developing
countries will be able to grow at a rate
sudicient to absorb the massive new
labor force into high-wage employment
in the forma! sector. This is expected
because of reliance 0., imported and
frequently capital intensive technology:,
limited capital resources, limited
markets for finished goods, and con-
straints 1n international trade.

It is within this broad and complex
problem {ramework that specific solu-
tions are required. There will be no
quick or easy response to problems of
th.; magnitude. The need ic for sus-
tained efiort.

Organiziay Urban Strategy Response

As overwhelming and depressing as
the litany of real problems may he, it
need not suggest that there is no hoppe
or potential for improvement in the
urban quality of life. Already many de-
veloping cou.tries have responded to
the challenge with innovation and
imagination. Manv examples of this
response wi'l be presented at this con-
ference.

Tne outhne< of a broad long-term
urban startegy are beginnig to emerge
Although each developing country
must formulate and implement it
strategy according to 11 nwn con-
straints, policies. recoutces, cu'*ure and
climate, there 1< a certam univercaling
to the organization of the urban
strategy response. It includes. in vary-
ing degrees of magnitude and impor-
tance. the following major dimencions.

1. Recognition that urhana develcp-
ment s an integral part of rural devel-
opment. Together they represent a con-
tinuur. spanning the entire national
socioeconomic development eff~rt,
There is no neat way of breaking the
linkages between « rhan setilements
and their rural hinterlands. a4 i
actively dependcnt on the othz: beth
must be developed in harmor.y.

2. for efiective action there needs
to be a typoiogy of humar settlements
which recognizes the difiering needs
and development opportunitiss for




e Villages and marke* towns to provide
services to rural por.ulations, to
strengthen marketing charnels, and
to intro-uce agri-business and ron-
farm employment opporiunities.

¢ Secondary cities and provinical cap-
itals to achieve regional balance and
population distnizution, te establish
infrastructure for decentralization of
governmert, urban services and in-
dustrial jobs, and to form the basis
for long-term 2conomic growth.

® Primate cities and national capitals
10 recognize th-ir positive and
unique contributions !o nationai de-
velopment, to provide for large-scale
absorption of marginal labor, to
effectivelyv reduce development risks,
to achieve economies of scaie, and
to express national aspisations.

2 There needs to be a clear recogni-
tion of the dual nature of most large
urhan centers which contain:

* Ahigh siandard core area of quality
buildings (residential, commercial
and industrial} with relatively ade-
quate icvels of infrastructure and
public services.

e A large surrounding area cf un-
planned, unceniced, marginal settie-
ments consisting of low-quality
housing, micro-commerce, and cot-
tage industry.

Each requires completely different

planning and action approaches to re-

spond to their needs and opportunities.

4 Publicly-sponsored urban projects
and programs must be related directly
to snecific target groups so that the
costs and benefits car: be accurately
assessed. The obvious target groups—
upper income, middle income and low
income—need 10 be further refined to
consider the social and economic po-
tential of the household. For example,
the low-income tareet group can use-
iully be further subd: rided to consider
fundamenually disadvantaged house-
holds, potentially economically mobile
households, and already economically
mobile households because effective

pre.grams for each will be different

based on their inherent capacities to

vespond.

5. This framework sugges:s that four
lcgical priorities are necessary in the
public sector in response to the needs
of cities-

o Govemments ¢ivovld stop under-
taking these actions which are
inhevently negative to the present
situation and are most harmful to
the people, particularly the lowest-
income groups. This incluges such
things as ceasing to destroy the
houses of squatters and low-inccme
groups without offering alternative
iasidential accommodation; curtail-
ing the harassment and bannin; of
havikers, margal transport modes,
micro-commerce and industry there-
by depriving lov.-income groups of
ant hope of making a living, and not
allowing substantial subsidies
through low interest loans, below-
market pricing, and favorablc taxa-
tion laws to flow through to middie-
and upper-income groups at the
direct expense of the low-income
groups.

o Crisis response aclion yrojects
should be initiated for low-income
arget groups in the marginal settle-
ment areas to achieve an immediate
upgrading of the existing habitat.
This includes programs to improve
consumption levels of public facili-
ties and services at whatever stand-
ard resources permit givn totai
population needs. The Kampung
Improvement Program in Indonesia
and the Seoul City Upgrading Pro-
gram in Korea are gvod examples
other Asian countries may wish to
foliow.
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¢ Governmernits should establish the
basis for sustained improvement and
excansion of human setilements
through a concentrated effort to
curtail land scecclation and insure
an adequate supply of land for
meeling the need: of all income
groups (the land acquisition program
of the National Housing Authority

in Thailand is an exzmple of one

usefu! response) ; de relopment of

sites and services programs on a

sczle to meet population growth:

programs to facilitate employment
generation in both the traditional

and formal seciors; sustained im-

provements in public facilities and

services, particularly health and
education; improved food supply
and nutrition; and access to credit

{or shelter, commierce and ingustry,

particularly for low- and middle-

income groups.

¢ Inciements of high standard modern
develcpment should be added in
primcte cities, national, and pro-
vincial capitals. In spite of the fact
that the ciear and present crisis of
housing focuses or: tnarginal settle-
ment areas and low-income oeople,
all nations have the reed to build
increments of high standard modern
deveiopment as a symibo! of their
aspirations and as an ess” mial
physical, social, and economic
envelope fcr modemization. What
must be of conczrn is inat the costs
of this type of development are
fuily charged to the beneficiaries
and that the mass of the urban and
rural poor are riot required to sub-
sidize it through indirect taxation
nor asked to forgo their ‘egitimate
right to a fair share ¢ the national
resources.

The content of urban projects should
be related to the efforts of the de-
veloping countries to respond to the
general urban policy response de-
lineated here. There is little need :nd
little likelihood for censaticnal new

technological break-throughs suitable
for mass application. \What is necded
‘s sustained support to the peogle,
who are the greatest resource of the
developing countries, to use their own
skills, knowiedge and r.atural akilities
to improve iheir own uivan environ-
ment.

The Importarice of housing Polic

Nztional housing policy has an im-
portant role to play within an overall
urban strategy. The Office of Housing,
AlD sponsored the preparation of a
Sooklet in 1974 entivled “‘Preparing A
National Housing Policy.” This booklet
was concerned with the methodologi-
cal steps in precaring national housing
much more than with specific content.
The reason is that formulation of a
national housing policy must be the
responsivility of the developirg coun-
try itseli. Oaly when the develoying
country’s housing institutions are part
of policy 1ormulaticn is there any hope
that the resulting document can be
actualiy uvtilized to guide implementa-
tion. AID has held internationz! con-
ferences in Latin America, Africa and
now in Asia with the theme “Forma-
tion of Naiional Housing Policy.”” AID
views its role in heusing policy formu-
lation as stimulating the develczing
country to recognize the importance
of A national housing policy; providini
limited technical assistznce in da-
termining how to prepare its national
housing policy: and providing access
to worldwide experience in order to
assist the developing country in under-
standing the range of options and
solutions which other countries have
adopted. AID does not, and should
not, attempt to provide foreign ad-
visers for the purpose of actually
drafting the housing policy itself.
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As was stated in the booklet a
national hous: 1g policy is primarily
of value because it:

. Achieves a national undersiand-
ing of the dimensions and implications
of the housing sector problam among
all of the groups concerned by pro-
viding a common data base and pro-
jections for both the public and private
sector.

2. Establishes a unity of purnose and
a basis for decision making in both the
public and private sector. In this sense
it acts as an agent for coordination.

3. Establishes the place of housing
in the nationa! development priorities.
Housing has all too often been left as
a residue to othe: sectors. The formu-
lation of 2 housing poiicy forces con-
sideration of its rightiul place in
national development.

4. Defines the respective roles of
the nublic and private sectors in
housing.

5. Will relate public and private
sector nousing programs to the real
needs of all income groups, particu-
larly low-income groups.

6. Identities and proposes policies
‘or the elimination of bottlenecks in
tke housing delivery system.

Overall a national housing policv
should recognize three basic criteria
in its formulation:
¢ It should be universai in th~ (it

covers all housiny t. be supplied

and explicitiy how all housirng
needs of all inceme groups, are to
be met.

» It shou!d be universal in thet it
covers housing in both urbea and
rural secton thraughout the
country.

¢ It should be internally consistent
so that the relationshin between
indiv.dual policy items and the over-
all objectives car b2 established.

.
. &{? 1

The housing davelopment p.ocess
itself is both national in character and
personal in its benefits and 2chieve-
ments. Policies designated to guide
this process must reccgnize and deal
with both levels of aspirations. Un-
fortunately the housing policies of
some governments, formulated to
guide the collective expression of
individual aspirations, often take forms
which create serious obstacles to the
majority cf their people. This occurs
when individual household actions
come into conflict with governments’
interpretation of the public interest.

Since those thoughts were written
in 1974, many countries including
several Asian countries have had ad-
dition-l experience in preparing na-
tional housing pclicies. AID has spon-
sored my own irvolvement in some
of these efforts in Korea and Thailand
in Asia, and Egypt znd Honrduras else-
vrhere. The Korean experience has
been most developed and deseives
review.

As part of an agreemert between the
Ministry of Censtruction and the AID
Office of Housiny, the Korean Govern-
ment committed itself early in 1974 to
formufation of a national housin; ~ol-
icy. At that time several Korean Covern-
ment ~nlities were involved in difterent
programs witkin the housing sector. It
was decided that a comprehensive
housing policy assessmeni be made in
order to rationalize various institutional
activities in the housing sector and
provide a background for future pro-
gram development. This was among

>
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the first attempis by a developing coun-
try te thoroughly reassess its housing
sector strategy.

Work began on the hous.ng poiicy
with fcrmation of a Housing Pol'c,
Task Force to work uncler tha Housing
Policy Cornmiitee chaired by the Min-
ister of Construction. During subce-
quent months a large zmount of Jata
was collected and preliminary analysis
undertaken. AID provided periodic
technical assistance to the policy effort,
but the Kureans undertook the major
responsibilities of data collection,
analysis, and policy decision.

The final housing policy document
published in May 1975 outlines the gov-
ernment’s dua! objectives of increasing
the housing stock and improving hous-
ing standards. The instruments for
achieving these ends are also pre-
sented, which are expansion of fsnds
for housinz investment: assistane to
the housing indusiry; increase in hous-
ing site supply; and rationalization of
administrative functions. The policy
document also outlines a long-term
housing construction plan {i972-1981).

The most important achievement of
housing policy may prove to be accept-
ance of the need to preserve tt.e exist-
ing housing stock to the maximum ex-
tent possible. This is a complete re-
versal of previous policy in Korea. A
pilot home improvement program is
already being developed in Seoul to
implement the new policy. Infrastruc-
ture improvements and housing repair
loans will be provided to homeowners,
who will be ailowed to purchase pub-
licly-owned land.

Overall, the Korean experience in
housing policy formulation has raade
an excellent beginning to what must
be an ongoing process, if it is to
succeed. Much woix remains to be
done, particularly in the areas of hous-
ing finance, rationalizing housing ad-
ministration, public sector interest
rates, and further design of incentives
to stimulate the private sector to ac-

SR

tiveiy participate in achievizg national
a0wusing pol'zy olijacaver. 41D will
continue to supprt ferthey develojs-
wment ¢ the Kerean >ationat tHousing
Folicy

More recentiy t fave bad the oppot-
vinity of working with Cip:a Karya in
Indonesia under United “fations spon-
sorsh.g. In Indo.aesia housing policv is
just emerging and a full national policy
can not yet be said o exist, but sub-
stantial sieps have already been taken
as a guide to action.

1. The Government of Indonesia in
Repelita Il has recognized the need for
greater emphasis on the housing sector
including the neighborhood environ
ment. The plan also recognized that
the focus of the government’s efforts
must be the urgent problems of the
low-income and lov -middle-incorne
groups which suffer most greatlv be-
cause of the lack of housing and in-
adequate infrastructure and services,

In response to these needs a majer
three-part piogram has been proposea.

* To initiate a low-cost house building
program to meet the needs of the
low-middle-inccme groups.

* To support an expanded, active sites
and services program to provide land
and infrastructure to low-income
people upon which they can huild
their own housing.

* Undertake a large-scale kampung
‘mprovement program to provide
immediate improvement ir. the
standard of living at the locations
where poor people are living now.

Aifred Van Huyck
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2. Taken collectively along with the
relaied institution-kuilding activities
which must take place to support these
planned commiiments and achieve the
plan targets, this program represents a
beid initiative on the part of the gov-
ernment to deal sukstantively with the
housing problems or Indonesia.

Thailand is also becoming concamed
with rational housing policy and ander
‘he re\\desship of the National Housing
~uthority has moved fonwvard toward
identifying the preliminary elements
which will contribute to the prepara-
tion of a comprehensive policy. And
Singapcre and Hong Kong nave wel!
developed policies, although little of
their policy experiznce is relevant to
other countrias in the region because
of their unique circumstances. | am
not familiar with the housing policy
waork of other countiies in the region
and hope that during the discussion
representatives from these countries
can contribute their experience,

There is still much to be don< /o
improve national housing policies and
make them trvly operational guides to
action. The important fact to be recog-
nized is that a national housing policy
is never static and is never completed.
It must be kept under continuous re-
view and revision to respond to the
complex and multiple issues which
effect the delivery of housing in any
country.

The Critical Policy Objectives

What are the critical policy objec-
tives? My experience in Asia and else-
where has suggested that there is a
similarity to the central objectives
which should be of concern, even
though each country must seek to
constructively deal with those objec-
tives in its own way.

The central objective of housing
programs must be to achieve the maxi-
mum addition to the net housing stock
of the nation. The fundamental

emphasis must be in reducing the hous-
ing deficit and in 2shieving levels of
production which can keep up with
new household foimation. Given the
enormous numbers of to:al dwelling
uniis to be provided, each nation must
concentrate its limited resources in
the most efficient way. This will ofien
require substantial revision of current
policies and procedures which will
have the following major objectives:

1. Reduce the average cost per u:nit
of formal sector ho:sing units buil!ia
the public 2:3d private sectorin order
to build more units with tize saine level
of capital investmeat. This will be pos-
sible by reducirg the average size of
dwelling units built, iowering the infra-
struciure standards, improving the site
planring and architectural design, and
improving the building technologies
used.

2. tstablish nationwide programs to
focus on meeting the needs of lowest-
income people who cannot afford to
participate in the reqular housing pro-
grams of the pubtic, semi-public and
forma! private sectors. This program
should seek to conserve existing hous-
ing stock available to the poor, and
provide improved levels of infrastruc-
ture services, public facilities and
opportunities for expansion to new
lands through sites and services proj-
ects and other forms of minimum cost
urbanization.

3. Increase the level of cost reccvrry
from the dwelling units provided. Pub-
lic housing units today are often al-
most given away without recovery of
either principle or interest (in that, if
required maintenance and administra-
tion were costed, and inflation con-
sidered, reccveries would not cower
the replacement cost). There is often
little relationship between rents and
the ability to pay. A much greater
share of real cost must be borne by
the occupants if housing production is
to be increased.
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4. The semi-public and private sec-
tor must be enccuraged to play a larger
role in housing production The cur-
rent policies of governments which in-
hibit the semi-public and private sector
from achieving higher levels of pro-
duction must be removed. This in-
cludes overcoming problems of finance
mobilization and building materials
shortages.

5. Specific policies and standards
must be developed for estate manage-
ment practices in both the public and
private sectors to retard the deteriora-
tion of existing housing stock and meet
the reasonable requirements of the
user groups.

6. In many coun'ri=s housing orga-
nizations receive little assistance from
other agencies which provide infra-
structure supp rt and social and eco-
nainic services. It is probable that this
will be a continuing problem, and
perhaps become more acute as proj-
ects become more distant from existing
infrastructure links. In some cases this
has caused internalization of the pro-
vision of infrastructure and facilities.
There will need to be more detailed
attention paid to this problem in the
future, particularly with regard to
insuring that needed education and
health facilities are installed and
operating, transportation available,
and refuse disposal provided. The zost
implications of the provision of all or
most of these services needs cz-eful
rev .w because of its potential effect
on pricing.

4

7. Emphasis should be given on
training the needed skilled labor force,
program administ:ators, and managers.

8. Mosi countries are forced to
develop their policy decisions and
strategies on an exiremely inadequate
data base. Tiiere is aimost no reliable
income data. Physical analysis of the
present housing stock and land use is
not detailed in meaningful terms fcr
housing planning. This lack of ade-
quate data base will be a constan®
problem, and indeed could lead to
erroneous decisions which might cost
large sums of money ir. “over” and
“under” design and planning for
specific projr :ts.

9. Countries should establish on-
going evaluation programs which will
consantly monitor work in the hous-
ing sector, measure now well it is
achieving its objectives, and make
recommendations for needed modifi-
ca.ions.

10. An operational land policy is
needed to support housing policies
and procedures to insure that adequate
amounts of land are made available
for housing in appropriate locations
and at acceptable prices.

11. All of the various central objec-
tives identified here have specific im-
pact on housing firance. There needs
to be a strong financial planning proc-
ess instituted which will monitor
developments in all of these areas,
translate them into their financial
impacts on the public sector, and in
turn feed financial planning informa-
tion into the policy and management
functions of the organizations. Critical
to this process is defining and moni-
toring the role of subsidies.

2/
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At the hrart of any public financial
policy for housing is the basic issue
of subsidies. The subsidy element im-
plied in the current Thailand program
may be as high as 75-35 percent of
the total cost of units iar Ye lowvest-
income groups in 1976 snd will actual-
ly increase in the vears ahead as the
real income of the target group lags
behind the increased cost of con-
struction.

Indonesia has a generally similar
outlool. insofar as its formal low-cost
housir ; program is concerned (al-
thoug.. it is also well along with settle-
ment upgrading and sites and services
which have much reduced subsidy
elements).

All teo often subsidics in housing
are nnt even known in uantified
terms. Subsidy ectimates frequently
1ail t6 consider land costs, trunk in-
frastructure and community facilities,
steadily increasing estate management
costs and, importantly, the need for a
reserve for uncollected payments.
When these things are considered, it
1s possible that cash flows will be
negative and that the agency will be-
come decapitalized unless new sources
of capital are tapped or government
subsidies are contirued.

This has been the case in every
country which has ever attempted
heavily-subsidized housing programs.

Comterence Delepates

Most have failed, and the programs
have died. In the case of Singapore,
the subsidy elernent has been an ever-
increasing item in the national budget
in order to keep the housing program
going.

The reason that so many housing
professionals .nd the varions inter-
national agencies which lend for hous-
ing programs xre so much against
subsidies is not a lack of concern for
the poor, but rather that in their pres-
ent form most suvsidies substantially
damage the viability of the public
house building zaency and call into
question their ability to continue
operations over the long run.

An entirely new concept regarding
the use of subsidy is needed. It is pro-
poszd that where subsidy is required
there be a single write-down subsid,
element substitu ed for the array of
subsidies now in use (such as interest
rate subsidies, land cost subsidies,
infrasu ucture subsidies, etc.). In fact,
under the presen? system of subsidies,
itis very difficut to ascertain exactly
what the real price of the dwelling
unit provided is. It may be consider-
ably higher than official estimates.

A single wnte-down subsidy, as the
conceptis used here, means that the
tull market price of the dwelling unit
be established with full costing of con-
struction, infrastructure, land, and in-
terest. Then the household is asked to
anortize that portion of the total price
which is within its ability to pay hased
onitsincome and downpayment.

The difierence becomes a single
write-down by which the gnvernment
pays the lender the difference between
the capital cost and the amount of
downpayment and monthly payment of
prir wiple and market interest which
the family can pay. This has the ad-
vantage of clusing the subsidy and per-
mitting the subsidy element to be writ-
ten ofi each year by the government.
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In turn, this insures that if the amount
of the capital allocated for housing
subsidies fluctuates in a given year, it
will not disrupt the financing of the
existing housing stock.

The once-only write-down subsidy
also has the advantage of indicating to
the home buver the true cost of the
dwelling unit. This is useful in estab-
lishing a sence of value in the minds
of the occupants and also permits
fixing the amount of subsidy at the time
of purchase. This, in turn, wiil allow the
government, if it so chooses, to place
a“lien” on the dwelling unit for the
amount of the subsidy. This “lien”
would only be recovered if and when
the dwelling unit is sold at a market
price to another household (assuming
that subleasing would be prohibited).
In this way there wiil always be a
chance that the governriient will re-
cover the full price of the dwelling unit
and, more importantly, the household
would rot be allowed to make the
windfall profit of cap:talizing the sub-
sidy through saie.

It will also be desirable to write inio
the purchase agreement a periodic
validation of the household income
with the intent that if the household
income has increased, that a preset
portion of that increase would be col-
lected in higher monthly payments with
the added increment going to pay off
the original subsidy element. All of
these opportunities for additional re-
covery are facilitated by having the
once-only write-down system of sub-
sidy proposed.

Condlusion

In conclusien, it is appropriate that
this conference recognize from the
outset its direct lineage 1o the recent
United Nations Habitat Conference in
Vancouver. That important meeting
adopted by consensus a set of recom-
mendations for national action. Many,
of the points | have mada here this
morning come directly from the con-
ceots and strategies discussed in Van-
couver. All of our countries were sup-
porters of this important document. As
professionals and as technicans it is
now our job to put this mandate to
work in our own countries and to share
our experience through internationa!
cooperation.

International cocperation in support
of habitat in the developing countries
starts with the recognition of two basic
assumptions:

1. The developing countries must
determine for themselves their policies,
plans, and strategies for dealing with
their own habitat issues.

2. The scale of the habitat issues to
be found within the developing caun-
tries is of such magnitude in regard to
the populations to be served, the hu-
man ind capital resources to be mobil-
ized, and the existing constraints 1o be
over:-ome, that internationally-spon-
sored assistance can only be considered
a supplementary contribution to codify
and exchange world experience, to
daugment to 2 minor extent the human
ana capital resources availabie, and to
act as a catalyst for sustained action on
the part of the developing countries in
their own behalf.

iIf these two assumptions can be
agreed upon at th~ outset, then the
basis for our subsequent discussion can
be meanin,ful.

We reed to focus the discussion at
this conference on establishing those
areas in which a mutuality of interests
exists and in which action can be taken,
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My presentation has snught to de-
fine such areas in 1esponse to the
worldwide crisis of habitat. This crisis
is so severe that the decisions or lack
ot decistons of all countries within the
next 25 years will determine the quality
of life in the world thronghout the
27st century.

Itis hoped that this conference like
the one in Vancouver wili succeed in
focusing attention on this crisis in hab-
itat. But this can only be the most
meager beginning—a declaration of
war on the enormous task confronting
Asia in accomplishing a substantive
improvement in the quality of life for
all of its people. This will not be a short
or easy struggle. There are no easy solu-
tions in the face of the massive con-
straints to be overcome.
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Netanal Econamie anrd Levelopment
Autharity, Philippines

I have listened with great interest to
the talk on (rbzr solicv-and took

. several notcion the Lasic issues that

were enume yted: Specifically, the re-
duction of c('sts. programs for the
improvemen | of environmental condi-
tions and det *riorating areas, recover-
ing of housiiy; costs, sharing of gov-
ernment expe xditures by the housing
beneficiaries.))articipation uf the
private sectcr, tevelopment of mainte-
nance standarg’s for existing dwelling
units, the incre yse of social and eco-
romic services' from other agencies to
the housing prezrams, training of ad-
ministrators and\managers, develop-
ment of aseline Jata from which
housing pprograms and projects may be
developed and evaluated, and issues on
land and housing finance.

All of these are policy issues that
are somehow related to the issues that
we are now studying and evaluating.
But, before | go into this, { would like
to miake one or two statements on how
our previous housing policy evolved.

Perhaps the highest polizv level that
we state is in the Constitation. That is
that the Government is committed to
participate,.or to provide the proper
housing services for those who cannot
afford housing. In the past, our policy
on housing involved the provision of
dwelling units for government em-
plcyees through the development of
housing projects. These projects have
involved one or two story building

" units and development of housing sites

outside the cities where shanties from
the cities are transferred.

There have been policies also in the
past \wkere finance is provided by agen-
cies r ot direcily involved in housing
such as insurance agencies, the Gov-
emment insurance program, and un-
employment insurance funds. These

ageiicies are 2lso involvad in the previ-
sion of infrastructure, training, and
other social services.

The progranis that have been devel-
oped before were generally based on
& poorly organized program. They have
ceveioped as piecemeal schemes, gen-
erally as emergency measures. How-
ever, since last year, our programs have
been more or less organized in a
systematic manaer. All housing agen-
cies have been organized into one
central housing authority, which I think
has been the prevailing trend in other
countries,

-First, on the basic qucstion of what
the policy is, or what should be the
objeciive of housing. In the United
States, the ultimate objective of hous-
ing is the provision f one dwelling
unit per family. | thi sk as far back as
1949, this has been stated as a general
policy but now, in the Philippines as in
other Asian countries, perhaps one
house per family is a very idealistic
objective. Many specialists say that
overcrowding, or two families in one
dwelling unit, is unhealthy, that it does
not provide a good quality of !ife. This
is one of the things we are trying to
analyze, whether we really can afford
or really want to reach the goal of one
family per dwelling unit.
< There are two kinds of objectives,
short term and long term. The short
term objectives should include the
reduction or prevention of the further
deterioriation of existing housing and
perhaps ultimately the provision of
housing for families who cannot afford
to obtain their own. But, as far as
one house per family is concerned, it
is not yet our viltimate goal. | think we
can stay wi.ii one or two families per
house considering the Filipino or Asian
way of life.
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This 1s one of the basic issues, the
definition of the real objective of
hovtiiis. What is it? Then, in relation to
what type of housing should be pro-
vided, one of the statements necessary
is that the integrated human settlement
approach to housing should be
adopted through appropriate manage-
ment of the total environment. All
housing plans must harmonize with a
healthful environment taking into con-
sideration relevant social and economic
components to enhance individual and
community veell being.

In the past, as | said, housing pro-
s7ams have been directed to building
housing projects. These are the con-
struction of housing units built within
or very near the City of Manila, Nouw,
it our approach would be the human
settlement approach with these built
outside the central city, i* ;neans that
not only housing shoula'be provided
but all other components including
social services. infrastruciure, and eco-
nomic opportunities. G course, this
s a big issue because it is not easy 1o
build communities and although ideal,
it will take some time to realize this

objective,

Another basic issue is, for whom are
we building housinp? What i the
target group for public housing? Can
the people aiford what the Govern-
ment will provide? And, should a
national priority be made for housing
with emphasis on the lowest income
groups? In addition to construction of
housing units. upgrading of substand-
ard housing, sites and services should
be one of the major approaches to
housing. Relocation should be carried
out in the public interest with an ade-
quate corresponding resettlement
program. Roughly 70% of the people
in the Philippines earn less than $100
permonth, so we are trying to define
what target group the government has
1{o] LOerve,

Another issue that was mentioned by,
Mr Van Huyck is the land problem.
Urban land assembly and land banking
shail be undertaken to rationalize land
use and lower lund development costs.
Public iands and expropriated lands in
urban areas shall be inalienable and
schemes shall be adepted such as lease-
hold or the cooperative concept of
ownership to ensure the maximum
rational use for housing. Land specula-
tion should be discouraged through
appropriate fiscal and other regulaton
measures to insure the availability of
reasonablv-priced urban land.

We have so far undertaken a big
probiem on agriculture land reform
however, we still have the {ssue of
whether land reform will work in a
capitalistic society, which is what we
are still in.

Josefina Ramas
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Another issue is who should really
provide housing? What should the
role of the private sector and the Gov-
ernment be? Public ané private re-
cources must be realized to mee! the
needs for housing through more effec-
tive financ.ng methods. The gran ing of
preferential rates of interest and re-
lated fiscal and monetary incentives to
make investment in kousing competi-
tive with other investment alternatives,
formulating a system of disincentives
to prevent dissipation or misallocation
of resources, and instituling a savings
incentive for housing as part of the
national efiort, among others.

We are saving that housing activities
involve not anly construction but
financing. Ferhaps there should be a
balance hetween what activities are
supposed to be undertaken by the
Government and activities that should
be undertaken by the private sector.
One of the schemes that e are analyz-
ing is the jeint public-private venture
scheme where the Government might
previde the necessary financing and the
private sector the construction or vice
versa, ur where the capital and interest
may be shared by both. All capital in-
vestments in housing should be re-
coverable. sither divectly irom the
beneficiaries or indirectly shrough cross
sutsidies. For indigent beneficiaries,
the direct Government appropriation
should be the means of recovery. For
otner beneficiaries, a program of cross
subsidization and other revenue gen-
eraling ventures in favor of low cost
housing should be adopted. This is very
much related to housing finance and
one of the things that Government is
doing relates to some of the incentives
that are given to the private sector, so
the private sector will be more active
in housing. One cf the lav , that the
Government has just approved is the
provision of incentives to private com-
panies who can provide housing for
their employees. Also, the Government
is giving incentives such as tax ,ebates
and tax exemptions.

Inrelation to technology, develop-
ment o. building and construction
techniques, builcing systems masimiz-
ing the use of labor and iraigene 55
material shall be developcd and used
without sacrificing sound engineering
and environmental standards. Thic is
very general and it's difiicult 1o define
just what sound environmental stand-
ards are. A few square meters of space
that mignt be sufficient for Asians mighi
not he adequate ior others. Research
Programs on the development of
materials, systems. standards, and tech-
niques that are appropriate for Jow
income housing shalt be given support.

These are, in general, the sum of the
policy issues that are still under study
in the Philippines. We hope that with
these issues enumerated, we can gen-
erate some discussion and we will be
in a better position to rationalize each
of these issues. Thank you very much.
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Before ! relate some of our experi-
ence in the field of kousing, | would
like to offer some insights on how we
see our housing problems. In Thailand,
there are two schools of thought pre-
vailing. One, | will call the directive,
or know why. The second is the opera-
tive, or know how. The directive, or
knew why, means that everybody
knows that we have problems in hous-
ing and most governments, past or
present, know that they have to do
something about it. At the same time,
the operative or know how, the tech-
nicians or the professionals may be
in a better position to know how to
deal with the housing problems and to
develop a real national housing policy.

In our third economic and social
development plan for 1972 to 1276,
it was indicated that the housing
shortages in the Bangkok metropoiitan
area would be some 100,000 housing
units. By 1980, if nothing happens,
housing shortages will reach 170,000
units. It is estimated that ti:is year. the
final year of the third economic de-
veloprent plan, the number of hous-
ing units built came to about 31,342,
far below the target we planned to
achieve. In 1975-76, a statement of
objective was announced by the previ-
ous government which said that it was
their intention to build, during the
next 10 years, 120,000 Lousing units
in Bangkok alone. But this program
had been shortened to five years, so
each year we are supposed to build
24,000 hovsing units to reach the goal.

Pree Buranasin

I should like to talk a little on the
statement of objectives, or what we
should call the stated objectives. For
this occasion, the stated objectives may
be understood a< the national com-
mitment toward the housing goal. The
objective, which is yet to be accom-
plished, is set as a target o/ 120,000
housing units by the yea: 1980, and
by building 24,000 urits annually for
five years, commencing in 1976.

The five year hcusing plan for 1976
through 1980 has been formulated by
the National Housing Authority and
approved by the Government. This
plan essentially identified only three
major target groups with incomes np
10 5,000 Baht per month, the equiva-
lent of 250 U.S. dollars, as the groups
that the housing sector would take
care of.

N/




Major policies involved in this five
year plan, or in the statement of ob-
iectives, may be categonized this way:
ftis the intention of the ubjective that
the lowest inccme groups, or those
who earn ess than 75 U.S. doliars,
should receive 100% subsidy. This
subsidy includes all capital costs to
build a housing unit through invest-
ment by the Government. Secondly,

a subsidy of the interest—the differ-
ence between the current interest rate
and 6%, would be assumed by the
Government. Thirdly, the monthly pay-
ment of the lowest income group for
Fr.vate housing would not be more
than one-fifth of the income equiva-
lent to about 50 U.S. dollars.

For the middle lower income group,
who earn between 35 to 150 U.S.
dollars, it is the intenticn of the Gov-
ernment to provide for them housing
where 50% subsidized money will be
given. This 50% subzidy also includes
the difference of the borrowing rate
and the interest. For example, if the
horrowing rates to invest in the hous-
ing market is 12%, interest charged
to the tenants wiil be 8% and the

% difference would be taken care
of by the Government.

For those in the upper lower income
group of 150 U.S. dollars per month,
or above, these people will not be
subsidized by the Government.

Also stated in the objectives, it is
clearly defined that only one-fifth af
the household income shall be used
for shelter expense. It is established
tha¢ the housing standard in terms of
capital zosts for the average individual
unit has been set, sc therz are three
levels of investment arnong this g.oup
Namely, the lowestincome groupe,
the investment costs should rict be
more than 3,500 U.S. dollars per unit;
for the upper and lower middle income
group the cost will not exceed 5,000
U.S. dellars per unit: and for those
who earn in the upper lower income

group, the invesiment per individual
unit will not be more than 7,500 U S.
dollars.

It iz also noted that all th> needed
funds will have to be irom external or
internal borrewing, but it is the nolicy
of the Government of Thailand to re-
imburse for every vear for the next
10 years after the borrowing of each
year for 10% . It can be seen that the
magnitude of the task and the prob-
lem i are enormous. \While the inten-
tions of the Natioral Housing Authority
is admittedly optimistic, it does reflect
the determination of the Government
to deal with the housirg problem.
However, during this past year, after
carefully analyzing the whole situation,
it has become clear that problems and
constraints associated with tne housing
sector are: 1) There are errors in the
numbers of housing shortages since
the data base needed to calculate this
kind of infaumation is still very crude.
Consequently, the housing needs and
delivery system will ~:ve to be further
analyzed 2) The capital requirements
to build 126.000 housag units will ke
enormous and the scurce of capital
will be hard to come by in the next
five yeurs, so this may be the most
important preblem we will have to
cope with. 3! The third constraint will
be in land. \Where land may be plenti-
fu! to develop around the Rangkck
area, the cost of 1and in Bangkok is
now becoming prohibitive icr low
income people to buy build their own
shelter, and this becomes more and
more of a constraint to our national
housing objectives.

Manpower and organization capa-
bilities cre other major constraints.
This by no means is an indication that
we are vnable to organize, but we do
have probleras in recruiting the work-
ers. Another constraint includes the
building materials market. the avail-
ability of the materials, and the avail-
ability of contractors. This, coupled
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with inadequate infrastructure, ac-
counts for a more important aspect of
this housing constraint.

All of these constraints, when put
together, reflect and show a definite
route that will have to be taken to halp
in soiving the housing problem.

I'd like to stress that instead of
ha.ing a housing policy, we have a
statement of the objectives and in the
final analysis, this supersedes our capa-
bilities to do a policy. The housing
policy, we find, should be very broad
in concept. For example:

1) Itis our intention to adequately
provide housing for all peaple in
Thailand.

2) Itis the p'an that housing bene-
fits the security and also the economic
and social system.

3) Itis the intention to assist those
who are in need of housing.

%) The home ownership scheme
will receive full suppart.

These are our four major housing
goals, or housing policies that we have
talked about, and these can be
achieved through several measures
which we state in the housing policy.
For example, a good land policy is
one of the measures that will help to
achieve our objectives. Funds will have
to be found somewhere and somehow
and land acquisition acts will hava to
be announced and used by the Gov-
ernment of Thailand in order that we
will have the land by the time we
need it.

Itis rather important to note here
that, even with the stated objectives,

2 defined housing policy would set off
the essential mechanism that may be
needed to achieve the objective of
building 120,000 units in the next five
years. This may lead 10 something else.

[t Joesn’t mean that we can use the
stated objectives and housing policy
alone to achieve our goals, but some-
how the housing policy and objectives
must have the dynamirs that were
mentioned by Mr. Van Huyck. In the
five years we have acopted a system
where we can evaluate our program
. 3U7implementing strategy. It is
entirely possivle that this evaluation
might lead to a workable alternate
housing policy for the next five years.

It should also be stressed that a
housing implementation strategy is an
importari step to the policy formula-
tion. It skould be said that the housing
policy, together with the statement of
objectives, should have beet: thought
of very carefully because once it gains
momentum, it may be very difficult to
change directions. So, maybe if we let
it go too long without an evaluation,
it would be very hard to divert the
trend. This is what we at the National
Housing Authority are trying to
achieve. Thank you.

Lee Dong Sung, Pree Buranasiri




LI DONG SUNCG
Assistant Chiel, Housing Section
Ministev of Construction, Korea

Befor2 independence in 1945, Korea
was largely an agricultural society.
People in rural areas were largelv con-
tent with small traditional houses made
mainly from wood and earth wiih tile
or thatched roofs. Only in recent
history has Korea faced what could
be described as a housing shortage.
This began imimediately after Inde-
pendenice because of the return to
Korea of a large number of Koreans
who had been living abroad.

The housing preblem was further
seriously aggravated during the war
of the 1950’s when more than half a
million houses were destroyed. Thoy-
sands of war refugees moved south-
ward. The shortage of housing reached
crisis proportions and manv substand-
ard temporary houses had ‘o be built
to rapidly accommodate refugees and
homeless people. Many of these were
builtillegally in urban squaticr arcas.

In the 1960°s, the Gove:nment
iaunched the first and second five-year
economic development plans. At that
time, the housing sector was given a
low priority. Government was more
arxious to apply limited resources to
the development of industry; housing
had traditionally been a concern of the
private sector.

The Government-sponsored eco-
noinic development plan was success-
ful. However, the success of industriali-
zation produced a rapid rate of urbani-
zation. Many residents of rural areas
migrated to urban areas long before
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the cities were abl2 to accommodate
all the migrants. The lack of housing
in urban areas was further aggravated
9y a change in family structure from
extended families 10 a greater number
o? nucleas families.

During the decade from 1960 to
1970 the population of Korea increased
from about 25 million to 31 million.
The housing shortage ratio increased
from 17.5 percent to 22.2 percent. In
urban areas it increased from 33.4
percent to 42 percent during the same
period. According to ihe Housing
Cen-us conducted in 1975, the housing
situation has been getting worse. Total
housing stock is 4,790,000 units as
against 6,430,000 households, which
represents 25.5% of housing shortage.
However, housing shortage by region
shows 42% for the urban and 8%
for the rural.




The Central Gevernment agencies
dealing with housing administration
are the Economic Planning Board
{EPB), Ministry of Finance (MOF), Min-
istry of Construction (MQC), and the
Ministry of Home Affairs /*AOHA) and
their functions and mutual relation-
ships are as follows:

a) EPBis to deal with long-term
economic development plans ir-
cluding housing and zllocation of
annual budget to various sectors.
EPB znall make an agreement with
the national housing construction
plar and fund operation guideline
przpared by MOC every year.

b) MOF shall determine the matters
on housing loan interests, loan
period, repaymen! methods of the
national housing fund, and other
matters related to the housing loan.
MOF shall also supervise the general
banking business of the Korea Hous-
ing Bank (KHB) which operates most
of the public housing funds.

€) MOC is responsible to formuiate
national housing policy 2nd plans,
securing the budgei from EPB and re-
focating it 1o the Korea National
Housing Corporation (KNHC) and
local governments. and to deter-
mine annual housing construction
plans and fund operation guidelines
with the agreement of EPN and
supervise over the housing construc-
tion as a key ministry of public
housing administration.

d) MOHA has been dealing with
improvement of rural housing en-
vironment 'n line with the New
Village Movement.

Local governments construct and
provide housing units with their own
budgets and the Icans allocated to
them by MOC. ard collect the loan
repayment.

a} KNHC: The Korea Nationa! Hous-
ing Corporation constri:cts and pro-
vides housing units with its owr,
paid-in capital and buusing loans
secured by it and provided by MOC,
and maintains the housing it pro-
vides includine collection of the
repayment. KNHC has a leading role
in housing construction as a public
agency.

b) KHB: The Korea Housing Bank
gives out the housing loans raised
from various sources to KNHC,

local governments, and private
builders, accu:ding to the fund
allocation guidelines. It also handlec
housing fun ! uirectly with the pri-
vate ager.cies on the basis of con-
tract savings program.

1} During 'ne period of 1962 to 1966,
Korea managed to build about 65,000
housing units per year. THs amount
increased 1o an averagr : 08,000
units per year for ther - od from

1967 to 1971.In 1972, 1000 units
were built compared to 142,000 in
1973, and 158,0CC in 1974. This con-
tinuing growth is a promising trend,
but it 1alls stili far short of the standard
of building suggested in ECAFE Report,
that is, 10 housing units for every 1,000

2



persons, which would require in 1975
the constiuction of roughly 340,060
units per year.

2) During the period of 1962 to 1974,
the public sector consiructed 245,000
units, equivalent to 20 percent >f the
total. This noints cut the importance
of the privare sector in housing con-
struction.

Of the total housing built by the
public sector, the Government ar-
ranged financing for 35,370 units,
while the KHC built about 18,264 units
and the KHB provided finarcing for
9,066 units in 575,

Itis estimated that housing invest-
ments in the private sector reached
174.5 billion won in 1973, whi_ h is
cquivalent to 84.3 percent of total in-
vestments in the housing sector in that
year. This means that the private sector
is playing a leading role in the fieid
of housing construction.

However, it is believed that private
housing capital is being formed in a
“non-institutionalized’ manner in
most cases. According to a sample
survey conducted by a private con-
sulting firm, 88.4 percent of the funds
used in acquiring homes was met with
private money ‘cash) and the remain-
ing 11.6 per cent with credit. By
source, private money includes 20.7
percent in disposal cf real estate, 33.7
percent in savings, 14.6 percent in key
money for room rents and 8.3 percent
in “Kye". As for credit, only 4.4 per-
cent was obtained through institu-

tionalized channels such as banks and
seme other instituticns, while 6.1 per-
cent v:as met with private loans.

One titing that cannot be overlooked
in the structure of funds for acquiring
one’s own house is the raisicg of pri-
vate meney by means of savings.
Savings, which represented 33.; per-
cent of the funds used in purchasing
or building houses, as revealed in the
survey, are not totally institutionalized
funds saved through public monelary
rstitutions, but !arge portions of this
are raised through “Kye” or private
mcney markets in most cases. This
trend should be regarded as a result
of the unrealistically low rates of bank
interest and fear of high inflation.

Major sources of public finance are
National Housing Bond Sales, Contract
Savings Prograins with KHB, Foreign
Loans and the Government Budget as
indicated in the following table. Na-
tional Housing Bonds are compulsorilv
sold mainly to those who <eek any
Government pesmit or license in ac-
cordance with the Hcusing Construc-
tion Promotion Law enact:d in 1972
and eflective from 1973 Zurrently,
these Housing Bonds are sold at an
interest rate of 6 percent and loaned
out at 8 percent a year and repaid
over 15 years. This Bond Money is
loaned oniy to those who are home-
less and are licensed to build relatively
small size houses (40-85M%). The con-
tract Savings Program is handled by
KHB with those individual home buy-
ers who own a parce! of land and open
a Savings and Loan Account with KHB.
Under this program, the lending rate is
14 percent a year and the period of
repayment is 20 years.

Lastly, foreign loans are induced
mainly by KHC so far through the AID
Guaranty Loan Program. This money
has been used in building apartment
complexes throughout the country for
those middle and/cr lower-middle
income brackets Lecause the loans
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carry relatively high interest rates if
foreign exchange iluctuation risk is
taken into account. Recently, foreign
loans have been intrcduced for the
first time to improve squatter housing
and 1n develop sites and services pro-
grams to help the urhan poor.

According 1o populatton projects
made bv £ population will be
35,875,000 by 1976 and 38.834,000 by
1981, Assuming the average familv size
will be 5.4 about 548.000 new units are
necded in arder to accommodate all
those new familv formations during the
five-vear period. In addition, family
structure tends ta be chanped from
extended to nuclear fanmuly tvpe which
will resultin ar increase of 347,000
households

Economic development efforts
<tarted from 1962 to date have been
largely put onindustriahization v hich
brought about rapid urbanization.
Huge number: of rural population have
migrated into urban cities. Rural popu-
lation i< forecast to he 18.916,000 by
1981 irom 18.512.000 in 1970. This
indicates that the natural increase of
rural population s suppozed to
migrate into urhan areas. Such urban-
1zation trends showed a considerable
increase of crban population from 18.8
percent in 1960 to 35.8 percent in 1966
43.1 percent in 1970 and 48.4 percent
in 1975, Geographic movement of
population requires unquestionably
new accommodations

As oi the end 0f 1975, there are
about 324,000 units of houses con-
sidered to he substandard and or ohso-
lete, which represent roughly 6 percent
o1 the total housing stock in Korea.
They were mostly built by war refugees
right after the Korean War a-id by new
immigrants from rural areas.

Most of them are located at the
hilly areas of the city and equipped
with an insufficient supply of urban
facilities such as roads, water supply,
&nd sewerage. Most dwellers are ponr
and cannot afford new houses. In this

respect, many ¢f Jhem are worth main-
laining and improving, even if part of it
ought to be removed to improve infra-
structures and lower the density.

The rapid increase in housing de-
mand resulting mainly from natural
population growth, rural-urban migra-
ton, structural change of family from
the extended to the nuclear type, and
improvement of income levels. has
given rise to a severe housing shortage.
As 0f 1975, there were +.845,000
houses for 6,474,000 households, indi-
cating great shortages of housing stock.
A major objective was established to
increase the housing supply ratio up to
80 p--rcent by 1987 from 74.5 percent
in 1975, The Government is expected
to make maximum efforts to encourage
housing supply from both the public
and the private sectors In addition the
housing policy calls for the improve-
ment of staadards in the following
vavs: Housing quality will be improved
through supplying standard designs,
standardizing construction materials,
and eventually increasing the average
size of new housing. Provision of com-
munity facilities will also improve Fous-
ing quality.

lew Dong Sung

Because of the housing shortages in
great numbers outlined above and be-
cause of the desire of the Korean
Government to improve hving stand-
ards, the decision was made last year to
formulate a comprehensive housing
policy.

Major policy directions could he
summarized as follows:

N



1) Public Sector policy: The Govern-
ment and other public entities shall
support housing construction for low
income people who cannot finance
their own housing from the private
sector. Local authorities shall deal with
housing improvement and rental hous-
ing construction for lowest income
groups. They shall alsc deal with hous-
ing construction for sale to low income
groups. The KNHC shall deal with
rental housing construction for the
lowest incom2 groups and housing
construction for sale to low and lower-
middle income people.

2) Geographic Area: Priority shall be
given to urban housing construction
because the absolute population in
rural areas will continue to decrease:
rural areas are not in desperate need
of new housing. Therefore, housing
construction should be concentrated in
th= urban areas where the housing
shortage is most severe.

3) Housing is to be constructed mainty
on the large scale housing site and
various income groups are te be
housed in the area. Mixing of different
income groups is important from the
social and economic point of view.

4) Low cost housing: Various institu-
tional measures shall be implemented
for the guidance and development of
low priced liousing techniques 2nd the
provision o. a stable supply of low-
priced high quality materials.

5) Squatter Policy: Removal of low
quality and unlicensed housing shall
be minimized. Approxnnately 200,000
low quality and squatter housing units
are scattered ir higher areas of big
cities with inadequate community facil-
ities. These houses are clustered mostly
on public fard by illegal occupancy.
They are worih maintaining, if im-
preved and furnished with basic infra-
structures, because demolition of
squatier housing will cause incredible
loss of values and decrease the housing

stock. Local authorities shall assume a
leading role to carry out housing up-
grading programs. Public land shall be
offered, with no charge, to entities
undertaking these programs.

(By squatter, I mean the area with
illegal and substandard houses built on
the public land in most cases.)

6) Efforts shall be made to control

the land price hike and to provide
sufficient land for housing construc-
tion. The land readjustmert projects
and site development projects being
carried out on a large scale shall re-
serve substantial portion of land for
multiple housing, pr=ferah . for pub-
lic housing, preferabie for public hous-
ing construction.

Large tracts of land suitable for apart-
ment complexes shall be designated for
apartment construction exclusively.
Suburban areas shall be developed to
supply larJ at fow cost and mitigate
the severe land price increases and the
difficulties of land acquisition in Jown-
town areas.

7) Rationalization of Administrative
Functions: A strong administratior; is
required to manage the necessary ex-
pansion of the housing supply.

Accordingly, the administrative fun-
tions of the Ceniral Government, the
local governments, and the Korea
National Housing Corporation shall be
strengthened. In addi:ion, we have to
imprcve the administration of housing
finance and the Korea Housing Bank.

Important support funiciions shall be
also increased such as housing re-
search, survey, and eva uation. This is
necessary for the effective implementa-
tion of short and long-term policy in
the future.

\



Discussion

A question was askeu :bout the
reason for the move froin extended
families to nuclear families, as noted
in Mr. Lees comments.

It was generally concluded that the
change stems from a heavy influence
of Western culture.

A queslion was asked about the
effect of the establishment of land
banks on urban policies.

A representative from the Philippines
¢ plained how their Government is
trying to restrict land speculation. The
delegate from Thailand explained how
they are attempting to rent fand from
Government agencies and suggested a
possible program to establish a land
development corporation where the
land owner becomes a share holder
in the c.rporation.

In summarizing, Mr. Van Huyck
noted that he has sensed a growing
shift in the recognition that !and is not
a private resource but a public resource
and that more and more governments
are moving tovards the control of land
speculation. He explained that while
this attitude change has taken a long
time, the necessary tools such as land
use controls, taxing, or land banks,
already exist. Lut the key issue is the
governments’ will to move on the

problem.

The delegate !rom Indonesia com-
mented on his C overnment’s National
Development Plin noting the lack
of consistency b >tween the objectives
of the plan and arttual results. He noted
the importance of land management,
difficulties in achieving construction
cost reductions to provide low-income
housing, and the role of the private
sector in housing.

A representative from the Philippines
expanded on the role of the private
sector and the profit motive pointing
out that the cost of money znd credit
risks make housing for low-income

families very difficult.

Mr. Van Huyck summarized the dis-
cussion by pointing out the importance
of negotiations and coordination ip
the formulation of a housing policy
with all interests, financiers, builders,
and private sector, if the policy is to
be a workable document.
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Yang Tiek Shik, Ro Yi Shik, Richard Pratt

Adequate housing finance is cne of
the most formidable challenges to the
achievement of socially desirable hous-
ing goals. Regardless of how well con-
ceived national housing policies are,
only the housing which can be
financed can be built.

NG Imouortar ¥ ) Uiianie anrl

lstic Housinge Financi Vaiem

A housing finrance system and pro-
gram must be consistent with, and able
10 support, a nation’s housing goals
and national housing policy.

A country cannot finance a housing
program which it cannot afford. A
government is likely to destroy its
housing finance systers-as well as fail
in its housing goals if it sets out to
generate housing production sub-

stantially in excess of its financial
ability. Let me reier to some examples
from U.S. experience concerning the
level of housing finance and housing
investment. In the U.S. over the last
twenty years the lowest percentage of
gross national pro.!uct devoted to
housing has been about 3.5%. The
highest has been about 6% and the
average has been about 4.5%. The U.S.
may not represent a model program
but most would agree that the United
States does have a very good quality
housing ror the average man, one of
the best housed nations in the world.
Even in the U.S,, a highly developed
country with advanced housing finance
institutions, it is significant that the
average commitment of the U.S.’s pro-
ductivity to housing has been 4.5%

of gross national product. If a develop-
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ing nation’s housing prcgram requires
that 8% or 10% of gross national
product be generated in housing in -
vesiment itis rredissosed to failure,
Itis politically tempting to promise
housing starts and new dwelling units
but failure to produce the promised
production may generate serious
political and social repercussions.

Separation of National Housing Support
and Hausing Finance

Policy makers should nnt confuse
the question of who pays for housing
with the way it's financed. Let me
illustrate that point ‘with a recent ex-
perience. My daughter came to me
and asked if she could have a very
expensive dress. | told her, “No, |
can't afford it.” She said, “That's all
right, I'll get the money from Mother."”
She had confused the financing with
the source of payment. She thought
tha! her mother was the source of
payment as well as the source of
financing. It turned out that her
mother was a very good source of
finance; I leave it to you to surmise
the source of paymer*. There's an
important underlying relationship here,
the question of financing and paying.
A government may Jesire to provide
a subsidy; however this does not imply
that government should finance the
housing. A country may be producing
less housing or using more resources
than is necessary by making govern-
ment the financier in a program which
may require only a minimal subsidy.
It's quite possible and quite workable
to separate the source of financing
from the source of payment. This
process i beneficial in that it allows
policy mavers to carefully monitor who
is paying for housing prograims, the
extent of housing support payments,
and the /dantification of beneficiaries
of housing programs. At the same time
the market is free to develop a usable
set of privae f:nancial institutions.

When an entity promoting housing
acts as the financial institution and at
the same time is 1 conduit for housing
subsidv, problems of accountability
and coordination often develop. |
have seen cases in developing coun-
tries where there existed a private
savings and loan business which pro-
vided housing finance, a gevernment
housing program which provided hous-
ing finance and a social security sve .
tem which was providing housing
finance ard actual production of hous-
ing. In this case there was a complete
breakdown in coordination of housing
puiicy and production. The national
goveinment was cutting back or its
support of housing while at the same
time the social security system was
producing housing and making ioaris
at 3%. There was confusion in the
places where houses were built, in the
type of housing being built, and i the
availability >f hcusing finance. By de-
veloping housing finance instituions
2nd keeping the source of the payment
separate from the financing it ic possi-
ble to monitor housing finance and
more precisely direct housing policy

in appropriate directions.

Goals oo Sausin: o e Potic

*Whai should the national housing
finance policy do? V' /bat are the desir-
able outputs of a housing finance
system? First it seems to me that the
system of financial institutions in the
housing finance system should remove
market impertection;. Fcr example. if
the real risk in a mortgage is equal to
1% of its principal amount, then a
thousand dollar mortgage should have
a ten dollar insurance premium on it.
However, in the absence of well de-
veloped financial institutions which
can spread the finarzial risk, it's hard to
getinvestors to invest in that mortgage.
'famanis investing in only sne mort-
gage he may see it as quite risky. He.
doesn’t want tc run the chance of loss
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so he charges a very high premium for
the risk which is involved An entity
which has cufticient inancial resources
to invest in large number of mortgages
can assume the rick based on actual ex-
pected losses, rather than the mavimum
loss wivicn vueght beincurred on a
single mortpage or a small portiotio

As an alternative the government may
assume the role of insurer and risk
bearer. In the LS the Federal Housing
Administration was formed for this
purpose. FHA charges ene hali of one
percent ot the vearlv outstanding bai-
ance 1o insure the lender against any
lose 27 mortgage principal. This partic-
ular program has heen ver. successiul
and was largew respontible for the
United States solving its housing
finance problems< at the end of the
second world war. A well-developed
housing finance institution mnsuring
agency can spread nsk over a great
number o1 peonle. \When these risks are
properly spread the magnatude of loss
is manageable. 11 vou look at the aver-
age qualitv of mortgages which are
made in the United States today. it
requires only hwenty cents of front
end capital to compensate for the ri<k
of non pavment on a one thousand
dollar mortgage. Developing countries
may have much higher loss ratios but
these risks can be reduced by having
well-functioning set of ‘inancial insti-
tutions having high quaiitvy mortgage
portfolio management. Thece risks can
he brought to & point so low. that the
cost of a mortgage should hecome
close to the cost of the bect credit in
the country. In the United States la<t
year for intance, major companies
with very good credit ratings were
borrowing at an interest rate of 10.25%,
for twenty year money. A mortgage
borrower at the same time could get
money for 8.9% . This is a reflection of
the excellent functioning of these
mortgage finance institutions plus the

fact that risk has largely been elimi-
nated by careful management of port-
folios.

The fact that housing finance is gen-
erally long term makes it desirable to
provide some hiquidity o the mortgage
so that a person or an mstitution need
not necessanly have monev locked up
1or the full term or the mortgage. A
comrnon solution to the iquidity prob-
lern and one which has been esten-
avely used around the world 1< the
edtablishment of inancial intermed-
artes csavings and loan< which receive
deposits, which are withdrawable on
a short-term basis, and mate long-
term mortgage loans Theve are two
o*her wave that hgudity can he pro-
vided to the mortgave portiolio. Ore
is through the provicion ot central
credit faailities tor the morigage lend-
ing institution. This allows the lending
institution to use it short term tunds
1or long term lending while <till being
assured of tunds to meet unewpected
withdrawals. I happen to be assocated
with annstitution of that tvpe It s
called the Federal Home Loan Bank of
Seattle and it lends money to savings
and loan ascociations in ceven states in
the United States for the purpose of
making additional mortgage loar s or to
pav savings withdrawals A zaving< and
loan can borrow from a federal home
loan bank on a demand basi< within
prescribed credit imits,

A nation’s housing finance policy
and programs should work toward the
standardization of the lending instru-
ments. Standardization of murtgages
allows a wide varety of fimanciat in-
stitutions and investors to hold them
knowing what they have in terms of
the financial instrumen!. Mortgages
should be standardized in terms of the
conditions under which various pecple
horrow, the legal rights of the bor-
rowers and the lender, and the pre-
pavment charges and the late charges.
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In the United States a lende: can hold
and service a mortgage loan for under
three-eighths of one percent in interest
rates including collecting the payments
and supervising the loan. Standardizing
mortgage instruments also provides
liquidity to the mortgage by facilitating
a secondai, market for the selling and
buying ot mertgage loane.

An important principle to assure the
efficient use of a nation’s rescurces
avdilable for housing is that subsidies
should never be greater than that re-
quired to meet a specific housing goal.
Quite often public housing pr grams
will take people of substantially dif-
ierent incomes having a wide range
of ability to pav and give each of them
exactly the same housing subsidy. It is
not urcommon for subsidies to be
higher tor highe. inccme groups. This
fails to tap the private sector’s ability
to pay and reduces the total housing
production which can be generated
with a given pool of assistance funds.
It may be politically attractive to give
large housing subsidies but this results
in housing funds being quickly ex-
hausted. A well designed housing sys-
tem should collect from the people
that amount which they can afford to
pay betore using public resources.

A nation’s housing finance system
should fit the national economy and
should be capable of o). 2rating over
expected conditions in the future. It
makes no sense to blindly set up a
housing finance system copied from
the United States, England, Japan, or
France, if the conditions in your coun-
try are entirely difforent than those in
the mode! country. For instance, in a
country experiencing a chronic high
rate of inflation, a long term fixed
payment mortgage makes very litile
sense. For exampie, if you have twenty-
five percent inflation after a fixed rate,
fixed term mortgag » has been granted,
you've lost one fourth of the housing
finance fund invested in that house.

Gne of the principal things which a
housing finance system should do is
conserve the pool of housing finance.
If a long-term fixed-rate mortgage loan
is granted and then prices double the
system has lost one haif of a housing
unit. At the same time the barrower
has had half his house paid for by the
action of inflation. If institutions and
instruments are inappraopriate for the
country in which they are installed,
taxes and subsidies are generated
which may not be in the public interest.
In some South American countries the
system granted long-term fixed-rate
mortgages without an adjustment
clause. This amounted to giving

the houses away because inflation
rates waere so hign. It’s a wonderful
thing to get a free house but the
trouble is there can oniy be very few
of them. The system that operates in

a countiy should be apuropriate to the
conditions there and should conserve
that housing finance pool. Each time
that the long-term mortgage interest
rate increases one eighth of one per-
cent, one percent of the mortgage
funds committed to that house are
lost. One eighth of one percent change
on a long term mortgage interest rate
is equal to an initial gift of one per-
cent of the value of the mortgage.

A housing finance system that is
adopted today should not jeopardize
the production of future housing. If a
system is developed which has urex-
plored implications for the future it
can have great impact on the ability
of the country to provide housing in
the future. For example, if variable
subsidies spread over long periods of
time are used then it may be that three
years from now the entire housing
budget must be used 10 meat prior
subsidy commitments and there will
be no money for current housing pro-
grams. The housing finar.ce system
should not jeopardize he production
of future housing. If subsidies are to
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be included in the system their total
cost should be known at the time that
the loan is made. A policy may cail for
spreading subsidies over time, how-
ever, the total burden and budgeting
implications should be considered ai
the inception and it should be under-
stood that future implications may be
severe.

Not only should housing finance
systems not jeopardize future housing
programs, they should support the
aims of housing policy. Subsidies, 10
the extent they are used, should be
tailored to the type of country using
them. A countrv which must live with
a high level of inflation might direct
its subsidies to offsetting the disad-
vantages of inflation. Discounts might
be offered on prepaid loans so that
funds are brought back into the mort-
gage lending pool as quickly as possi-
ble. A country which finds loan col-
lections difficult should consider let-
ting the subsidy take the form of a
reduction in the principle for prompt
payment. As long as a subsidy is going
to be given anyway, design systems
which alleviate some housing finance
problems and which enhance the
ability tc meet general housing goals.

Deiegates to the Conference

Housing finance systems should
facilitate the maintenance of the hous-
ing stock. Often housing finance sys-
tems are oriented entirely to financing
new houses. Every house that can he
saved is as good as a new housing start
—maybe better—better, because there
is no additional investment for infra-
structure; we don't have the problems
associated with demolition; we don't
have the public health problem of a
substandard unit—yet many of our
finance systems are geared entirely to
the production of new housing. This
idea of maintenance of the housing
stock should be a major priority in all
countries. Home improvement and
rehabilitation loans are relatively short
term, which brings the housing finance
money back for relending more quick-
ly. One new home may take twenty
years to pay off, perliaps in the same
time four existing homes can be saved.
With five-year loans, the pool of funds
has come through four times in the
same 3\ ind that it would take for the
twenty year loan to ke repaid.




A complementary point to the home
improvement lending is that the
financing of existing housing snould not
be ignored in the housing finance sys-
tem. How is effective housing provided
for people? One way 15 to build en-
tirely new houses of a certain quality
and a certain siandard, but what about
the possibility o helping a person huy
a used house—an existing house? \Vhat
about making the financial system one
which allows people to move up to
better housing as their financiai posi-
lion increases? if the system doesn't
finance used housing, it has substan-
tially reduced the value of used houses
as a source of new house financing. In
developing countries most people buy-
ing new houses are able to do so be-
cause they had a smaller, older, more
modest house in which they had some
equily "o use a5 a downpayment on a
la:ger, better house.

These are some things which should be
kept in mind as we think about a hous-
ing finance system and what it should
do. The imiportant points are:

1. A nation should not try to finance
more housing than it can afford
given its resource base.

2. The housing finance s stem and
the ability to pav should not be
confused. The housing finance
system need not be the source of
subsidy itself.

3. Financial institutions should be
developed which can provide the
following needs:

a. Providing etfeciive financing
for new homes based on
minimum prc  ims for risk
and the minimum management
fees for servicing the
mortgage.

b. Providing home improvement
loans to maintain the stock of
housing that currently exists.

¢. Developing methods of
financing existing homes.

CHUNG CHIN SONG

Manager. Research Department
horea Housing Bank

As you know duning the past decade
Korez has expenenced a great
population growth, but housing con-
struchion has not kept up with the pace
nf the expansion. The lack of housing
s esnecially conspicuous in urban
areas where a remendous growth in
population has taken place. In order
to alleviate the housing shortage, the
Korea Housing Bank was estabhished
with a paid in capital 01 5.5 billion
won out of an authorized capital
amount of 10.0 billion won. In julv
1967, the Government was instru-
mentally responsible for encouraging
private savings and channeling those
savings into lending resources for
financing housing construction ior
iow and moderate income .amilies.

The 3ank has made remarkable
progress since its establishment in
¢pite of the many obstacles. \We now
have 35 branches, 24 in major cities,
and employ 1700 people. The paid in
capitai is 8.14 hillion won out of an
authorized capital of 10.0 billio.r won.

The primary purpose of the Bank is
to promote voluntary organizational
tunds for the construction of housing
for low and moderate income iamilies
and 1o insure a sufficient supply of
funds for housing construction. The
Bank raises housing funds from two
major sources. One is called the
National Housing Fund, which is
obtained from the issuance of National
Housing honds. The other is the
banking fund, which is raised through
various kinds of deposits, housing
installment deposits, and issuance of
housing debentures. During the period
from july 1967 to August 1976, the
Bank raised 213.6 billion won and
supplied 169.9 billion «won for 226,000
housing units.
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The types of housing construction
loans offered by the Bank cover loans
fur housing construction and purchase
and loans for prouuctior of consruc-
tion materials and for housing site
developments. The Bank extends loans
for housing construction, purchase,
and the housing site purchase to
individuals who are subscribing to
housing installment deposits, which is
a kind of deposit scheme titled to
housing construction loan applications
after paying monthly payments for six
months. The maximum loan ceiling is
1.8 billion won for the construction
of housing units. The loan is repayable
in twenty months at ai: annual rate
of 14%. The Bank offers another
contractual savings scheme to indi-
viduals that is called welfare housing
installment deposits. Individuals who
have subscribed to the deposit scheme
are also eligible for a housing con-
struction loan after completing one-
third of the total reinstallment
payments. The subscriber is eligible for
either a housing site purchase loan
or a housing purchase loan, and those
who obtain the housing site purchase
loan are also eligible for a housing
construction loan. The ceiling of
housing site contract loan is 2.0 billion
won at the maximum, and the loan is
repayable in ten years with a grace
period of 6 months on a payment
deduction basis at an annual interest
rate of 14.0%. The ceiling for a housing
purchase lean is 1.8 million won anr}
the loan is repayable in 20 years at
14%. 'a this case, the size of the hous-
ing sitv eligible for the loan raust ranye
from 115 meters to 330 square meters.

The personal housing corporation
loan is prepared especially for a
housing partnership which usually
consists of more than ten partners who
work for the centrai or local govern-
merit or a state-run enterprise. The
condition of this loan is the same as
for an individual housing construction
loan.

Loans to housing construction
businessmen are available for apart-
ment construction for sale and for rent
and for single family detached house
construction. In the case of apartment
construction, loans for a housing site
must be at least 1,650 straare meters or
more and the floor area must range
from 40 square meters to 85 square
meters for the individual units. The
maximum amount of the loan is 1.3
million won for units and the loan is
repayable in three years at 17%. For
rental apartment construction, the size
of the housing site and floor area are
the same as the apartmen: construction
loans and the loan is repayaple in ten
years at an interest rate of 15% an-
nually. As for single family housing
units, lot sizes and the floor area are
the same as for apartment construction
loans and the loan is repayable in
three years.

A manufacturer which hires more
than 100 persons and organizations for
educational or other purposes, which
intends to build its employees houses,
is eligible for loans which are repay-
able in ten years at an interest rate
of 15.5%.

The Bank provides the Korea Housing
Corporation and local governments
with construction funds to assist then
to build houses. interest rates on the
fund is 8% per annum and the loan is
repayable in 15 years. However, the
size of the floor area per unit must be
as follows:

a. In the case of a single family
detached unit, houses range from 60
square meters to 85 square meters:

b. Row houses range from 40 square
meters to 85 square meters:

c. Apartments range from 40 square
meters to 85 square meters.




Finally, there are loans for housing
site development. These are extended
to individuals and the local govern-
ment for developing housing construc-
tion sites. Interest varies but the
highest rawc is 18% charged on loans to
individuals and the local government
is charged the low rate of 4% per
annum. The lcan is to be repaid in
two years.

This is the b :ef outline of the types
of loans offered by our Bank and from
nur experience, we have some con-
straints about raising money. We have
to compete with the commercial barks
to raise money and this makes for
difficulty. Another problem is in
interest rates, that which we pay the
degpositors and what we receive from
the borrowers. This makes it very
difficult to balance between purchases
and the loans and is one of the main
problems which we face. Thank you.

Mr. SARDJONO

Director ot Housing, Building
and Planning. Indonesia

Mr. Chairman, | am not an expert in
housing finance nor am | an economist,
but I'm certainly involved with housing
finance in Indonesia. Like other devel-
oping countries, Indonesia is, at pres-
ent, hard pressed by the need for
investment capital and in the field of
housing, there are competing claims for
the money in other development sec-
tors. in indonesia, we have no real
housing finance poiicies and we were
anxious to attend this corference to
learn what is happening here in Korea,
and in other countries too.

During the last few years, we have
Deen trying to get a housing program
moving but housing finance policies
have not been clearly formulated.
Everybody in Indonesia is now thinking
about housing needs to the year 2000.
Assuming that we can achieve the goal
of one house for one family by the year
2000, we will need to construct or reha-
bulitate 1.5 million houses annually. For
that, we need investments of about
11% of our GNP, and the amount of
the Indonesian GNP now for housing,
according to the economists, is about
7 to 8%, which means that it’s not
possible to solve our housing problem
in Indonezia by 2000. The U.N. recom-
mends for developing countries, |
think, that about 4% of the GNP should
go for housing.

Four years ago, the Indonesian Gov-
ernment organized a national workshop
on housing and the financing of hous-
ing. The President opened this national
workshop. We identified three majer
problems common in the Indonesian
housing financing problem at the time.
First, the resources and how we can
tap our national resources from various
sectors in order to accumulate suitable
funds for a housing program. Second,
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institutions for carrying out the financ-
ing of housing. One of the recommen-
dations of the national workshop at the
time was 1o et up a housing bank, but
at the time, we could not formulate
what kind of housing bank we neaded.
Then, the Government decided to as-
sign the task to one of the state banks,
the National Savings Bank;, to be a kind
of mortgage loan bank. This bank is
now assigned to give loans to home
buyers from our National Housing De-
velopment Corporation and also,
houses of a similar standard supplied
by private and non-private sectors. The
interest rate set up by the government
regulation, or at least the Minister of
Finance, is 12%.

Also, we have to serve only those
people who can afford to pay for the
scheme. In our National Five Year
Development Plan, the Government's
policy in the field of housing is aimed
at people in the 30 to 50 thousand
rupiah a m onth income group. We call
itin our country the moderate income
group, not the lowest.

According tc our social economic
philosophy, this group has the capa-
bility to set aside 15% of thei7 income
for housing, and for the sake of further
formulation of our program, we as-
sumed that they should not pay more
than 20% of their inconie. So, it means
that we have to provide houses with
the monthly payment, either for rent or
purchase, of not more than 5,000-
10,000 rupiahs per ronth. This is more
or less the situation in our country now,
and as | have already indicated, our
constraint in the financing of housing
is the high interest rate in our country.
The private or market interest rate if)
Indonesia is about 24% annually. In
Indonesia, we have a national savings
scheme for developments. If you put
your money in the Government Bank,
we will give 18% a year. This iz quite
f.«gil. The lowest investment loan pro-
vided by the Government Bank for
investor or developer is 15%. This is

directed mainly to support investrnent
in industry, small industry. Up to riow,
the Covernment Bank has not con-
sidered giving the highest pricrity, a
15% investment loar, to housing
schemes. We are still trying to get this
done.

As | mentioned, if the National
Savings Bank is to provide mortgage
loans at 12% interest, it means that the
Central Bank has to subsidize the
scheme.

Mr. Sardjono

Finally, I would like to give you an
illustration of how we try to relate the
building costs which are increasing
much faster than incomes in Indonesia.
I mentioned that we will serve families
having incomes of 30,000 to 50,000
rupiahs. We have made a study that the
purchase or rental scheme, with vari-
ations in interest rates, is dominating
the decision of whether the govern-
ment or the scheme can serve the pur-
pose of the private group. The decision
of our Government is that the houses
of the National Housing Development
Corporation might not be sold but put
on a rental basis. So, in formulating the
rental scheme, the Government de-
cided not to include the price of land
in the rent calculation. The Govern-
ment only calculated the infrastructure
and building costs with 30 years or
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maore as an appreciation period. The
capital has no interest because the
source of funds used in the scheme
up to now is Government money. |
mean, equity from the Government’s
budget to the coiporation, and by that
way, we can reach the target gioup.
For example, a house of 36 square
meters costs 3,300 rupiah a month. For
a two pedrcom house of 45 square
meters, the monthly rent is 4,500
rupiah. And 2 house of 70 square
meters with tiaree bedrooms, the
monthly rent is 7,800 rupiah. This is
within the range of the paying capacity
of the income groups, but we came to
the conclusion that we are now facing
a very serious problem in our country.
That is, the Government has three alter-
natives in this respect. Firs?, the Go
ernmant has to provide more subsias
if the Government ‘vishes to achieve
the number of houses which has been
mentioned in the five year plan. It
means that the Government has to pui
more money into this scheme. The
second alternative is to reduce the
target of the houses within this five
year plan. The third alte rnative is 1
revise the target group, 'c choose a
higher target income group. But |
think this is politically unacceptable
and we are, at the moment, in a diffi-
cult position on how we can continue
our five year development plan. As |
mentioned, we have not formulated
our plaa according to a realistic means
of implementation. Thank you very
much.

AN

CHALARD WALLISUT

Deputy Management Director
Government Housing Banl,
Thailand

(Mr. Wallisut's daughter tran<iated
for her father.}

This is our first time in Korea and we
were feeling rather cold and nervous.
But, the warm welcome and nleasant
atmosphere have really made up for
the weather. We would like to intro-
duce you to Mr. Narongdej frem the
National Housing Authority. He is also
the Chairman of the Governinent
Housing Bank.

We are sorry tha: we were told only
this morning to prepa/e this speech as
it really didn't give us much time. So,
please fee! ‘ree to interrupt at anytime
with any questions you might have.

The main objective of the Govern-
ment Housing Bank of Thailand is to
grant loans to enable and encourage
borrowers to buy land and buiid hous-
ing. We're trying to charge the lowest
interest rate as possible, which is 129,
a year. But before we can grant a loan,
we must make sure that the borrower
Can guarantee repayment. [ somebody
wants to borrow money, they have to
have sufficient collateral such as
money, land, or buildings, eauivalent to
65 or 80% of the amount of the loan.
The long te-m loan is for 15 vears. The
amount of income of the borrower
must be 3 times the amount he wants
to borrow. For the first month, the
borrower doesn’t have to pay any-
thing. We are trying to help those of
middle income, whick is about 250
U.S. dollars 2 month. But, the majority
of borrowers are those of low income,
which is less than 250 doars, and they
receive consideration befare the
middle income people.

The main objectives of the Bank are
to grant loans to enable the borrower
to purchase land and to construct,
expand, or repair his own building.




Chaard Wialinut and daughter

Also. to enable the borrower to redeem
any mortgage involving his own land
or building.

As | said before. we didn't have
much time to prepare our material and
we regret the brevity of our presenta-
t:or. But, if vou have any questions.
please ask. \\e w.ili leave some docu-
ments here for distribution that should
answer anv questions you mav have
about the lending policies and control
of the Government Housing Bank.
Thank vou.

[ T RN

A representative from the Philippines
noted the risks to the home buyer in
accepling a vaniable mortgage payment
schedule.

It was explained that there would
be Iittle risk 1f the payment schedule
was tied to real income rather than
rising inflation or interest rates.

It was pointed cut that one of the
Korea Housing Corporation’s projects
has a systerr of variable mortgage
payments that seemed to be a very
successful example.

Mr. Pratt led a discussion on the
availability of money for housing. One
problem mentioned was getting capital
into long term financing. The U.S.
savings and loan system was described
and noted d4s one vehicle for accom-
plishing long term financing.

It was concluded that governmental
intervention is a major faclor in the
generation of capital. Some of the
problems noted in the flow of capita!
included poor loan collection practices,
the provision of capital at below market
interest levels which was dezcribed as
a forny of subsidy, and the absence of
capital generating institutions such as
savings and loan associations.

The discussion on the problems of
collections inevitably led to the risks
involved in lending to the lcwer in-
come groups.

Mr. Kimm pointed out the fallacy
o’ this attitude noting that in many
instances, lower income families have
proven to be better credit risks than
the higher income groups. He ex-
plained that the lower income groups
are now paying prohibitive rates of
interest to landlords and curb market
‘enders because that is the only source
of money to them. Loans at a standard
rate of irterest would be \iie best thing
that could happen to them.

Mr. Pratt traced tne history of the
cooperative movement in the U.S.
pointing out that this 2arly history in
the U.S. might be relevant to develop-
ing countries as it promnted a security
in investments to low income farilies.
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Karea Satona! Hovang Corporatinn Representatives

CHO HANG KU

Uirector of Engineering
The Korean National Housing
Corporation

The Korea National Housing Cor-
poratien was esabhished in 1961 to
undertake the housing programs of the
Government This includes the con-
struction of housing units for low in-
come people. the construction and
disposal of various weliare facilities.
development of lands for housing con-
struction. development and production
of construction matenals, and the man-
agement o' apartment Fousing com-
pleses. The Corporatior’s capital is in-
vested by the Governm »nt under the
provisions of the Korea Housing Cor-
poration law . {t< curre ~t suihorized
caprtal 1< 50 billion won, which is
equivalent to about 104 millicn U.S.
dollars. oi which the ;. id-up amount
15 231 budlion won, equivalent io
48 mullton U.S. dollars.

The management oi the Corpora-
tion consists of the president, ore exec-
utive vice president, <ix directors, all
of whom comyrice the Board of Di-
rectors, which i« the highest decision-
making organ of the Corparation. The
head office of the Corporation con-
sists of four effices and nine depart-
menis and has wwo branch offices and
3T management office< under its con-
trol. The Corporation also has two sub-
adiary companies under its supervision.
The total numher ai perwoanel, as of
October 1976. i< 1.308.

The overall manzgement of the cor-
poration is performed under the direc-
tior:and supervision of the Minister of
Construction in accordance with the
provisions of the Korea Housing Cor-
poretion Law. The head of the Corpor-
ation will be appointed by the Presi-
dent upon the recommendation of the
Minister of Construction and its vice
president and the other directors will
be appointed by the Minister of Con-
struction upon the recommendation of
the pe~sident of the corporation. The
auditor will he appointed, also by the
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Minister of Construction in consulta-
tion with the Minister of Finance. The
budget and accounting system of the
Corporation is subject to the direction
and supervision of the government in
accordance with the Budget and Ac-
counting Law governing Government
Investment Corporations. Housing
piojects are implemented with the
approval of the Minister of Construc-
tion under the provisions of the Korea
Housing Corporation Law and the
Housing Construction Fromotion Law.
Major items to be approved by the
Minister of Construction are:

® Annual Housing Construction
Program

* Project Implementation Plan
® Housing Prices and Sales Plan

® Land Purchasing for Housing
Construction

® Housing Management fees and
Ways of of Management

® Alteration of Organization and its
Personnel Ceiling

Financial resources for housing proj-
ects of the Corporation in addition to
capital contribution by the Government
are met from the following resources:

1. Government supporting funds con-
sisting of funds from housing lottery,
to be repaid in 20 years at a rate of
four per cent per annum, and funds
from housing bonds to be repaid in
15 years at a rate of eight per cent
per annum.

2. Housing Bark funds with a repay-
ment period of 20 years at 14% per
annum.

3. Entrusted funds provided by public
and private organizations.

4. The Corporation’s uwn operation
funds and homebuyers down pay-
ments.

The Corporation has received loans
under the AID Housing Investment
Guaranty program on four different
occasions, from 1973 to 1976, totaliing
70 miilion U.S. dollars. These loans
were instrumental in constructing and
providing atout 20,000 dwelling units
for low income groups in major cities
throughout Korea. In line with new
housing projects, a 10 million U.S,
dollar squatter upgrading project for
local cities is now in the planning
stages and is scheduled for commence-
ment early in 1977. These AID loans
have contributed greatly in meeting the
ever increasing demand for housing for
low income groups. During the period
1973-1976, the Corporation has been
working with AID to provide low cost
housing on a large scal.. In 1973, the
first AID Guaranty loan was for 10
million U.S. dollars and constructed
1,490 apartment units in Seoul. The
units were 72 square meters in size
with central heating and the sale price
was approximately $9.000. This project
was one of the first attempts in Korea
to demonstrate and test the market
acceptance of apartments under the
AID Housing Guaranty program. All
units were constructed within a 9
month period and applicants desiring
tc purchase units exceeded the number
available by a ratio 0f 10 to 7. In 1974,
the Corporation warked with AID to
expand the market to urban areas out-
side of Seou! and to reduce the size of
housing in order to reduce costs for
lower income groups. The Corpora-
tion constructed 3,700 apartment units
with a 20 million U.S. dollar loan,
which financed the construction of
2,700 centrally heated 50 square meter
type units and 1,000 ondol-heated 43
square meter type apartment units in
Seoul and 5 other cities. The price
range of these units were $6,25C to
$7,400 for the 50 square meter units
and $4,065 to $4,813 for the 43 square
meter types. All 3,700 units were con-
structed by December, 1974.
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In 1974, AID authornized a third loan
of $25 mullion. This loan focused again
or ive reduction ot housing size in an
effont . reach <ull lower income
tamilies 1he Corporation constructed
6.200 ondol-heated tvpes at 43 square
meters in size, selling 1or betwween
$4 738 and $5.348 . and 3.000 at 50
square meters selling between $5.565
and $6.285 Construction on the 1975
program began in fune and was com-
pleted in December, 1973

In 1976, AID authorized a fourth
foan for 25 milhion LS. doliars of which
15 million will be used for conrstruction
of 43 square meter type units, 33 square
meter type. and 25 square meter unils.
The remaining 10 mithion will be used
for squatter and slum upgrading in 4
secondary cities. The new projects are
now under wav and should be com-
nleted by the end of 1976.

The housing implementation policies
ot the Corporation require that the size
of the housing units to be constructed
1S geared to conctrucuon of mainly
small housing units to low income
groups. Government supporting funds
are provided only (51 the construction
of units Tor low income groups and the
scope of eligibility of such funds for
units ranging from 42.9m* to 82.5m*
on the hasis of the net living area as
provided in the related laws. This
Corporation has heen building most
ot s housine units, marnly 472 9m*
which i< the smallest that ceuld readily
be available for low income groups.
However, conuderning social problems
that mav arise irom the construction
of a large number of small size single
type units in an area, units of 82.5m*
or larger, are constructed in proper
combination.

The policy 1s concerned with the
rates of housing supply betwzen majer
and local cities. Both the housing short-
age and demand are comparatively
high in maior cities. But, in order to
comply with the Government’s pclicy
of dispeising population from major

cities, housing units with favorable con-
ditions for occupancy are allocated for
construction with top priority in local
citics or newly emerging industrial
cities.

The policy 15> also concerned with
the relationship between the central
and local government policies. In this
connection, the Corporation parforms
its housing projects in close coordina-
tion with their administrative nolicies,
exerting efforts to strengthen a cooper-
ative system with, local authorities so
as to enhance the effects in terms of
crity development, industrial promo-
tion, and other socio-economic aspects.

The annual housing construction
program will be formulated by the
Corporation in accordance with the
Government’s basic policies, and is
approved by the Minister of Construc-
tion. When the program 1s finalized,
detailed project plans are prepared by
tvpe ot housing unit for e.ch area, also
for approval by the Minister of Con-
struction. As a rule, housing constiuc-
tion and development of lands for such
purpose are suhject to approval or per-
mit bv mavors or county chiefs of local
autonomous hadies under the related
faswws but.1or the purpose of ensuring
the smooth performance of its func-
tions, the Corporation has heen recog-
nized with the same stature as a
national agency i terms of applying
each o the related lav.s Theretore, if
the detaiied project plan as to building
and «ite development s approved by
the Mimister of Construction, separate
permits by mar ors or county chiefs may
he dispensed waith, However, the Min-
ister of Construction is required to have
prior consultatior sith the administra-
tne agenaes concerned, including
mavaors and county chiefs, in issuing
such an approval.




Lands for housing projects of the
Corporation are acquired through the
close cooperation of local autonomous
podies and the Corperation 's now
making efforts to acauire lands for
future use by relating the long term
tand use nlan with urban development
policies. Purchasing prices, in principle,
are to be based on the arnount dp-
praised by the Korea Appraizal Board.
Purchasing is made through negotia-
tion with land owners, but when this
iIs not possible, compulsory purchasing
is to be made by applying the Land
Expropriation Law.

A wide range of authorty for land
expropriation is recognized in acquir-
ing land for housing cons.ruction by
the Corporation and especially, to
preventland prices from being hiked
unreasonably due 1o speculation. It
is possible for the Corporation to resort
to applying a system of announcing
land prices which is a legal instrument
in fixing the prices at pre-development
levels.

When a housing plan is finalized, its
detailed engineering designs and cost
estimates will be performed by the
Corpoi:tion’s own enginecring team.
The road system, water supply system,
sewerage system, and electricity re-
quired for the housing sites will be
provided by local autonomous bodies
and the Korea Electric Company. If the
organizations fail to perform timely
provision of the facilities due to finan-
cial reasons, they will have the Cor-
Joration provide such facilities at its
own expense under the reimburserment
contiact between the parties concerned
on the condition that the expenses will
be reimbursed to the Corporation
within 3 years at 6% per annum.

Cho Hang Ku

Other service facilities sttch as
schools, postal service, fire fighting, and
the maintenanze of police, will be pro-
vided bv admiristrative agencies which
are legally liable for their provision.
Shopping centers, homes for the
clderly, children’s playgicunds, etc.,
will be provided by the Corporation.
However, the criteria as {0 the type and
size to be provided will vary with the
size and locational conditions of the
housing sites involved. For the con-
struction of administrative buidings,
the Corporation may alsn take over
such construction at its own expense
which is to be reimbursed, as in the
case of the infrastructure. Such build-
ings as shopping centers will be sold to
the private sector after completion
through an open bid and proceeds
from such sale will be reappropriated
for housing construction for low in-
come groups.

All housing projects of the Coipora-
tion are performed by private construc-
tion contractors whose selection will
be carried out through competitive
bidding. Also, in order to insure reas-
onable prices of housing un = and the
timely provision of housing 1. iterials,
the Corporation will procure in mass
such major materials as steel reinforce-
ment bars cement, and timbers for
construction.
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At each housing construction site,
qualified construction supervition per-
sonnel will be stationed on a perma-
nent basis, representing hoth the Cor-
paration and the contractor, for con-
struction supernvision, Construction will
be pard on about five installment pay-
mentsin accordance with the outcome
of perfarmance inspections,

Housing units may be ~old in ad-
vance, not only at the tinie of their
completion. but also during the prog-
ress of construction as a means to pro-
vide Tor project costs and to permit
prospectine ome buvers to prepare
well m advance tar down pavments,

In this case, ~ucn sales mav be per-
mited onlv when vork s 20% com-
pleted. Housing prices wall be based at
cast and rental tees are <et at a simiiar
level as the <as nwhich the housing
untis heing constructed with loan
tunds at o rate o1 37 per annum. Both
cases dare subject to the approval of the
AMinister of Construction. Occupants
will sometimes be <elected through the
delegaticon ot nower hy the Corporation
16 local s utonomous bodies hut buildd-
ing numbers will be decided upen
threugh computers

The management of the housing
units provaded by the Corporation will
he entrusted to the Corporation until
such time as the dwellers become
capable o1 managing therr housing by
themseh ec Management fees waill be
decided ior coflection within the
amount not exceeding one per cent
of the construction cost of eac™ unit

The Corporation, in order te carry
out its housing projects, 1< operating a
housing re<earch institute whech was
establiched in 1962 as ane of its sub-
ordinate organs. The scope of it< activi-
tes includes research on housing <tand-
ardization and industnahizaton,
research and development ot housing
structures, and construction methods.
research on new development of hoys-
ing matenals and their quality improve-
ment, the study of rural housing im-
nrovement. and research on means of
SavINg energy

The Corporation constructed and
orovided 75000 vrats up to 1976, This
ngure represents a total of 12,900 units
during the 10 vears from 1963 (0 1971,
inwhich the two five vear economic
development plans were implemented.
Durning the period of the third five vear
economic development plan 11972-76,
the Corporation construcied a total of
62125 unite with an annual average ol
12,500 unite. Tarticularly remarkeble
nrogressswas accomplished in the
housing sectorin the last two vears
with the cordruction of 18,500 units 1in
1975 and 26,000 units in 1976, The
Corporaticn < planning to build a total
01 200000 umits duning the period of
the tourth five year economic develop-
ment plan $1977-81, with an annual
average ¢ 35,000 to 40.000 unitc. This
figure accounts for 35 to 40 per cenl
of the coenstruction targetin the public
sector, which will be peiformed by the
Corporation. Thank vou.

!Mr. Cho'aalk was followed by a
shide presentation depicting the opera-
tions and activities of the Korea
National Housing Corporation).
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Discussion

Questions were raised about the cost
of the high rise units and whether the
prices of the units were actually within
range of low income families.

Mr. Cho explained that construction
costs in Korea would naturally be
higher than other parts of Asia because
of the climate. Solid walls and heating
systems considerably added to the
unit cost but KHC has made every effort
to get the price down te lower income
groups. It was noted that KHC is reach-
ing the 20th percentile of the income
distribution range, mainly through
smailer size units and increased effi-
ciencres in operation.

It was noted that Korean families
have a tremendous capacity for saving
and that the rental svstem in Korea re-
quires a high initial deposit to rent a
dwelling Thisis a growing fund that
eventuallv permits a high down pay-
ment when buyving an apartment, often
as much as 309 of the cost, which
substantially reduces the monthly
payments

There followed a lengthy discussion
on the key money svstem in Korea. It
was conciuded that this s a system of
forced savings which the Koreans must
participate in to pay for sheiter. Key
money contracts between the tenants
and landlords usually run fora 6 to
12 month period and are renegotiated
at the end of that time. Consequently,
renters must continually save in antici-
pation oi a higher negotiated rental
agreement. The money is returned to
the renter at the end of the contract.

Low Income Upgrading Program

RO Y! SHIK

Director, Housing Bureau
improvement Project for
Squatter Areas in Seoul

Seoul 15 a historical city that has been
developed as the political, economic,
sorial .nd cultural center of the Korean
peninssla for more than 500 years.

Up to 1945, the population of Seoul
stood at a mere 900.000. Seoul has
since expanded at a rapid pace. As of
1976, the population has swelled to
more than 7 million due partly to the
population influx after the Korean War
and partly to the urbanization trend
caused by the rapid economic growth
of the 1960,

In a short period, a population of
more than 7 million hes come to live
in a imited area. Seoul has berame one
of the most densely populated cities
i the world, facing not only a housing
problem, but also numerous other
problems that face all large cities.

Under the circurnstances, our hous-
ing probiem can be classiied into two
categories: one i< the issue of over-
coming the present housing short-
age, and the other is to resolve the
problem of squatter areas that have
been scattered throughout Seoul. |
would like ¢= discuss our programs in
regard to squatter problems.

First, most squatter aieas ar> located
around hilis on sloping lands and river
banks throughout Seoul. Some are not
fit for residential use. Most squatters
in Seoul have occupied public lands
where government control was not
strict. Another fact is that social prob-
lems such as crime, juvenile delin-
quency. drugs, or unemployment are
notserious in these squatter areas and
social structures are similar to other
areas of the City. Therefore, we can
say that in Seoul there are squatter
areas but no slums. This is because such
squatter areas have been generated by
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ambitious, self-development-oriented
migrants, who have tried to seek better
lives and raise their economic con-
ditions from difiv¢ulties caused by the
war. More recently, some have come
from rural areas for better employment.

However, there exist some prob-
lems in these squatter areas. For ex-
ample, since the areas have been
formed on a transitory basis, in most
cases without any plan, it is difficult
to extend the kinds of services neces-
sary for urban life. Such areas need
sanitation and other facilities. The
existence of such areas itself under-
mines the functions of the city and
erodes its green areas.

The primary measure for the solu-
tion of the issue of the squatter areas is
to prevent creaticn of any further un-
authorized occupancy in such areas.
Without firm preventative measures,
the issue of squatter problems in the
urban area can hardly be settled.

To this end, the City of Seoul has
been enforcing firm controlling meas-
ures since 1970 by introducing the
method of surveillance by air photos.
As a result, control is so thorough that
there has been virtually no additional
unauthorized new construction in the
City.

The City has built some 18,000 apart-
ment units in heavily concentrated
squaliter areas in Seoul between 1967
and 1970. Under these programs, the
City built only the frames of the apart-
ments while the interior work was done
by the occupants, who were mostly
nearby residents whose houses were
removed in the ciearance of squatter
areas.

For the resettlement of fire or flood
victims and residents along river banks
and high lands not fit for residential
use, the City of Seoul has secured lands
on the outskirts of the City and devel-
oped them into resident:al sites com-
plete with public facilities. These were
then sold to the residents for construc-
tion of houses by themselves.

In addition, during the period from
1967 1o 1970, a large-scale residential
community wa: created near Seoul
within commuting dist.ance for resettle-
ment of people in the squatter areas.

Separate from the above-mentioned
construction of apartments and re-
settlement programs, the City under-
took between 1968 and 1973, projects
to recognize and improve those
squatter areas considered acceptable
for residence. Infrastructure was put
in along the existing roads and occu-
pants were authorized to improve their
houses with their own funds on the
same lands they were occupying. In
these projects, tha City extended
assistance amounting to 50 percent of
the cost of the public facilities with the
remainder plus the housing improve-
ment costs borne by the residents. In
this way, tne projects were carried out
«s self-help, or Saemaul programs,
which is the “New Village Movement”
initiated by the President.

However, seen from a city-planning
point of view, this was not a satisfactory
improvement project, because infra-
structure was slill inadequate and the
land ownership problem was still not
resolved. The City had to embark on a
more comprehensive improvernent
project, with the legislature backing.

In the earlier improvement projects,
houses were repaired or rebuilt in
accordance with the City Planning Law
and the Construction Law. However, it
was impossible to sell public lands to
the present occupants because the fu-
ture use of such public lands had
already been designated for other
purposes. In addition, the illegal nature
of such iands constituted an obstacle
to the sale and transfer of the land by
the occupants even after investments in
improvement had been made. While
the City had been shouldering a part
of the cost of infrastructure, it was not
in a position to bear indefinitely such
financial burdens. Taking into account
these factors, the government enacted
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on March 5, 1973, the Housing Im-
provement Promotion Law under
which the areas of concentrated unau-
thorized structures were designated
as iImprovement project areas. With
such designation, of charge from the
National Government and public
agencies to the municipalities. which
in turn could sell them to the present
0ccupants, thereby raising the funds
needed for infrastructure in the areas,
this has facilitated the orderly devel-
opment of the improvement nroject
dreas,

Ro Yu Stuk

Under the Decree, the City desig-
nated as improvement project areas on
December 1, 1973 those areas which
are: aj not vulnerable to flooding;

b) where unauthorized structures were
concentrated; ¢ where residential
areas were feasible with the possibility
ot road construction: and d) where
such use would be compatible w .h the
Master plan. There are about 200 such
areas with a combined acreage of
4,550,000 pyong (or 1,505 hectares).
involving about 126,000 houses. The
improvement projects have been un-
denwvay since 1974,

The City of Seoul, which was thus
granted public lands from various
agencies after the designation of the
improvement project areas, conducted
survevs of their present conditions for
preparation of a project implementa-
tion prograrmn. At the same time, the
City worked out development plans for
infrastructure, a lot readjustment plan,
and building guidelines under which
lands were sold to the occupants so
that they could repair or rebuild their
houses for themselves.

The plan for securing lands for infra-
structure, parks, and public facilities,
inside the improvement project areas,
differs depending on the characteristics
of such areas. In general, however, 20
percent of the land is for roads, 3 to 4
percent for parks including children’s
playgrounds. and 2 to 3 percent for
trash collection, parking lots, and local
municipal (dong) offices.

As for the widti, of roads, the existing
roads were expanded to measure 4 1o
8 meters in width, except for inter-
area roads, so that adequate access
could be maintained and the best utili-
zation of city space could be achieved.

With regard to removal of existing
houses for improvement, the existing
areas were classified into two categor-
1es, depending on the extent of service-
ability of the existing houses. One com-
prising the zones where houses are to
be dismantled altogether for recon-




struction, and the other involving the
area where the gxisting houses are to
be maintained and repaired.

Infrastructure such as roads, piped
water, and sewer systems are under
taken, in principle, with city fusds. But
ground leveling for housing lois in the
areas where the existing houses were to
be dismantled altogether is conducted
with either city funds or residents’
money.

In case of the areas where the exist-
ing houses are to be dismantled alto-
gether, new lots are laid on the basis of
at least 50 pyong (165m°) for a single
housing unit. large enough to build a
duplex house for tweo to four house-
holds. In the areas where the existing
houses are to be maintained and
repaired housing lots are alloted on
the basis of the lega! minimum housing
lot of 27 pyong (89 m) or more.

\When residents pay the land price
in a lump sum payment, 30 percent is
deducted from the sale price. Up to five
vears installment payment is allowable.
In this way, the term is extended to
residents so as to lower their burden.

Houses are to be repaired or rebuilt
aiter the purchase of lands depending
on tne residents’ financial ability. The
height and other sizes of houses are
controlled in the building guidalines.

If a two-story, four-hausehold duplex
house is to be built on a 50-pyong lot,
4 house up to 60-pyong (198 m?), or
15 pvong (49 m’} for each household,
may be built. In the case of a single
tamily detached housing unit, the size
of house can bz determined by the
owner within the building guidelines
with a one or two-story structure.

With a view to further expediting the
improvement project and lowering
residents’ burdens, the City of Seoul
arranges distribution of construction
materials at actual cost and provides
other administrative assistance such as
exemption of taxes and arrangement
of loans for housing.

In some project improvement areas,
families cannot afford to purchase land
and improve their houses in these
areas. Itis in these areas that an AlD-
guaranteed housing loan amounting to
$10 million, has been authorized for
the implementation of the first pilot
project.

The conditions for the selection of
the AID-financed proiject areas include;
a) mere than 70 percent of lands in the
area should be publicly owned; b) in-
frastructure improvements within the
area should be possible with maximum
utilization of the existing roads and
it should not be necessary to remove
more than a minimum number of the
existing houses, 15 percent or less;

c) less than 10 percent of the remaining
existing houses should have to be
rebuilt. Remaining houses are to be
impro* ed and repaired; public lands

in the area are to be sold on a long-
term repayinent basis. These terms will
be affordable by more than 90 percent
of the actual residents in the area.

Loans will be made available up to
1 million won ($2,000) for housing
reconstruction and 600,000 won
($1,200) for housing improvements and
repairs. Where necessary a loan of up
to 1,500,000 won ($3,000j will be ex-
tended te those families who have to
move to other areas due to the need
for space for infrastructure improve-
ments, to help them cover the funds
needed to purchase lands and to con-
struct houses. The ceiling of the loan
for purchase of lands in the area is up
to 90 percent of the actual cost, and
individual loan amounts for improve-
ments or reconstruction are determined
in consideration of their repayment
ability, which is presumed to be up to
30 percent of the total revenues of the
househoid.

Seoul has developed into a modern
city today thanks to long-term develop-
ment projects and large amounts of
investment with emphasis on city re-
newal and better planning.

-
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Lately in par.icular, a policy to secure
sufficient city spaces such as roads,
parking lots and green areas is being
implemented on a priority basis.

In parallel, squatter areas are being
improved, and where the areas canrot
be improved, residents are being re-
settled. In the case ot resettlement,
residents are either housed at city-built
apartments or paid resettlement sub-
sidies.

These squalter area projects nf the
City of Seoul sha!l be implemented as
yearly projects until 1987, by which
time the City hopes to have improved
all of the squatter areas. Thank vou.

Mr. Ro’s preser.tation was followed
by a slide presentation of various
squatter areas in Seoul.

Discussion

A question was asked about the con-
tractual commitments necessary by the
squatters in the improvement areas.

Mr. Ro explained that under the AID
Guaranty program, residents are pro-
hibited from selling for 3 years. \WWhen
they sell their property, they must pay
back all financial benefits that were
given them. The purpos= of this is to
preveni speculation in the areas.

In response to a question on hous-
ing policy, Mr. Ro explained that the
policy requires that all efforts should bc
directed lowards minimizing the neces-
sity to demolish squatter housing. In
the Oksoo area, only 22 housing units
were removed out of a total of 540,
and these were neccssary removals for
utilities and street widenings. There is,
in effect, no movement of the famiiies
out of the squatter areas and strong
emphasis on retaining the existing
housing stock. Tke point is to provide
the existing residents with tenure, help
through loans to improve their homes,
and to improve the area infrastructure.

Delegates \usiting Kerea National Housing
Corporaticn Demenstration Hall

A question was asked about squatter
participation and if the City had met
much resistance in selling property
that was already occupied by the
squatter.

Mr. Ro explained that most of the
squatters accepted the .dea because it
now provides them a marketable item
and permits them to make home im-
provements. If they do not purchase
the land, then they cannot improve
their home because their occupancy is
illegal.

In response to a question about
squatter income levels, it was explained
that there are no income restrictions on
the loans to squatters.

In response to a question about
fuiure squatter control, it was ex-
plained that the City now has an orga-
nization in the Housing Bureau called
the control section that patrols the
City regularly for illegal structures
through aerial photo surveillance and
regular spot checks on the ground.

The syztem is very effective and has
reduced the number of illegal struc-
tures overall.

Delegates visiting Korea National Housing
Corperation Demonstration Hall
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Saturday Afternoon,
October 30, 1976
Field Trip

On saturday afternoon, October 30,
a field trip was organized by the Korea
National Housing Corporation and the
City of Seoul to view the AlD-assisted
squatter area upgrading site. Although
rain prevented a walking tour by the
conference delegates, they were able
1o view the characteristics of the Oksoo
squatter area and obtained a better in-
sight into the magnitude of the prob-
lems and the nrogress being made by
the City of Seoul.

In addition to the squatter area, the
delegates visited the site of the Chamsil
new community development project
constructed by the KNHC, observed a
citizens hall where housewives supple-
mented tamily incomes by handiwork,
visited model apartments in the KNHC
demonstration hall, and toured the
project offices of the KNHC where they
viewzd modern home construction
materials and furnishings. In the model!
apartments, many delegates were in-
troduced 1o the uniquely Korean sys-
tem of ondol heating for the first time.

Tour of Oksoo squatter area

The tour was a very successful way
o1 showing the visiting delegates the
magnitude of Kerean efforts in low in-
come housing and the effect of AID
Housing Guaranty assistance. AlD is
proud of its roie in the evolution of the
housing in Korea and in the successful
implementation by the Koreans. In all,
AID Horsing Guaranty assistance has
financed 19,000 low cost apartment
units and squatter improvement pro-
grams that, in the next two years, will
benefit as many as 40,000 families now
living in some 18,000-20,000 squatter
units.




Delegates viviting Citicens Hall
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DR. STEPHEN YEH
Protessor of Urhan and
Regional Planning
University of Hawaii
Singapore Housing Program

If you look for written statements on
Singapore’s housing policies, you prob-
ably won't find any. If you look at our
annual report and try to get some clues
to our housing program, and, if you
are in luck, you will probably find a
couple of paragraphs, with a few
figures, and that’s about it. So, to
start things cff, I thought Id try to make
a very rough translation of the mean-
ing and context of the Singapore hous-
ing policy.

If I were given two sentences to sum-
marize the Singapore approach, |
would say that the Singapore Govern-
ment is trying to meet housing de-
mands, whatever and whenever they
occur. What we are trying to do is to
help the Government in meeling the
total housing needs of something like
7510 80% of the population. We have
about 240,000 units under management
and, at the same time, we have a back-
log of about 90,000 house-holds on
the waiting list. We're not worried
about the backlog but about what
we're going to do 10 to 15 years from
now. We have a construction rate of
something like 40,000 units a year and
we comiortably expect in 10 years, or
less, that anybody who wants one of
our apartments would have one.

We have all heard that housing de-
mand is not housing need, and one
difference between housing demand
and housing need is a question of
affordability. That is, whether the Goy-
ernment can afford and whether the
people, their potential client, can
afford. What I would like to share with
you, in terms of Singapore’s experience,
is that the Government policy indeed
can affect the type of housing demands
which the government may find itself
trying to meet.

In 1968, when Singapore broke the
back of the housing problem, it was
said that anybody who wanted one of
our public housing apartments could
get one within two weeks. And then,

a series of events took place, a series
of policy revisions took place, which
led to our current backlog of 90,000,

In the last eight years or so, the
Singapore Housing Board came out
with at least four major policy revi-
sions, all of which have substantial
bearing on the pattern of demand. Be-
ginning about 1967, we had three
policy revisions on the required house-
hold size eligible for public housing.
We started off in early 1960 with the
requirement that you had to have a
household size of five in order to be
eligible to 2pply. As we built more and
more, we began to reduce the required
minimum household. Every time you
cut down the required household size,
you are increasing the number of
people who are eligible. From a mini-
mum household size of five, we cut it
down to three, then we cut it down to
two, and now anybody can apply as
long as there’s minimum of two when
they move ‘n. Therefore, in terms of
minimum size, it is down to the mini-
mum level making it available for
practically eveiybody. That is policy
one and in so doing, we generated
more demand.

While we were cutting down the
minimum household size, we were, at
the same time, raising the upper in-
come ceiling. It went frcm something
like 600 to 700 Singapore dollars to
800, 1,000 to 1,500. And, looking at
our household income distribution
figures, this upper income ceiling of
15,000 would make it close to 80%
of our entire population that is eligible
for public housing.




Now, to make things a little more
difficult for ourselves, in 1968, the Gov-
ernment got the idea that it would be
better for people to own the apart-
ments rather than rent. The idea of
ownership has social and political im-
plications. We did a series of feasibility
studies and discovered that for the
price of the apartments, there was in-
deed a great deal of interest on the
part of the tenants to buy. Except that
a significant proportion of those who
wanted to buy did not have enough
cash for down payments, which was
something like 20%. So, the Govern-
ment passed legislatiori aliowing the
people to use their social security bal-
ance as downpayment. Now, with that
and the fairly low selling price, and
given the fact that the economy of
Singapore was booming, and given the
fact that the gap between public hous-
ing cost and the private housing costs
began to substantially widen, our
public housing apartments started to
sell like hot cakes.

As business grew, it became neces-
sary for the Government to increase
the contribution to the social security
fund on the part of the employees,
and to increase the matching by the
employers, to the point where our em-
ployees are now paying around 12%
instead of the 6% they used to pay. The
implication of this is that the social
security ‘und has become a forced
savings measure.

Abnut two or three years ago,
through a wholly owned subsidiary of
the Housing Board, we started what we
called middle income housing. We ran
into guite a bit of criticism for that be-
cause our middle income housing
schemes are, by most standards, very
luxurious. We are doing a booming
business because our apartments, in
comparison with the price of the
private housing costs, are still cheaper
and the criticism, of course, is that we
are depriving the private developers of
a chance for this kind of market. But

then, vou have to understand, that not
only in public housing but in a great
many other things, one of the charac-
teristics of Singapore is that the Gov-
ernment sees itself as an entrepreneur.
In our case, oith °r through urban re-
newal or through middle income hous-
ing, the profit is put back into our
overail public housing efforts. Even so,
that is not enough and we do use a
subsidy.

There is very much a substantial
politica! will behind the Singapore pub-
lice housing schemes. The words
“political will” mean nothing unless
itis putinto evidence. Let me give you
a few examples of how the political
will is translated in Singapore. First of
all, particularly in the beginning, the
political will is seen in the form of the
political leadership that the Govern-
ment put into the Housing and Devel-
opment Board. As a matter of fact, the
very first chairman of the Housing
Board, who happens to be a senior
cabinet minister, was given a Magsay-
say award for our housing efforts. But,
we all know that to have top level po-
litical leadership alone is not enough.
What makes the Housing Board work
is really the middle and low-middle
level technical and administrative per-
sonnel. | want to be fair and | don't
want to single out the people who
work for the Housing Board of Singa-
pore as so outstandingly different from
the - it of the civil service, that simply
is nol'true. As some of you know, when
the present Government took power,
there was a transformation of the very
capable civil service already and we
shared this with Malaysia, a transforma-
tion from a fairly capable and efficient
colonial service to one of colonial ad-
ministration, to one of develop,nent
administration. What | 2m trying to say
here is that the civil service people
and Housing Board, in many ways, are
not really different from the rest of the
civil service in Singapore. They are
relatively non-corrupt and they are
quite efficient.
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The next translation of the political
willis finance. If you read our annual
report, you will see that we don't have
any budget. The fact is, that whatever
the Housing Board needs to build
whatever number of units it says it will
build, is what they get. The Singa-
porians are fairly independent. There
is no foreign aid in the Singapcre hous-
ing program. The Government provides
the Housing Board writh three types of
finance. The first is for rental apart-
ments Funds for this are rather un-
limited, at 6% interest with a repay-
ment period of something like 60 years.
For us to build apartments to sell, it's
something like 7%, mavbe a little bit
more, with a repayment period of 60
years. We realize a profit from urban
renewal, from some of cur middle
income housing schemes. The Govern-
ment will also provide a subsidy o the
Housing Board for whatever deficits
we incur, and we do incur deficits that
run into millions of dollars.

The next translation of the political
will is the Housing Board's organiza-
tion. For better or warse, we are
monolithic. Monolithic in the sense
that every important function is cen-
tralized under ore roof. Anything from
land acquisition, to construction, man-
agement, finance collectior, and, until
d Vear or sc 3go. urban renewal, re-
settlement. everything is under one
roof. In the organization of the Hous-
ing Board, which functions both as
planner and implementor, answering
to very few people. And, those very
few people happen to be at the top.

Now, the advantages of something
like this are obvious. But, the disadvan-
tages, and there are several, is that you
have a manster who tends to do things
its own way. In Singapore, we have
an overall land use plan, something we
call a concepi plan, which is supposed
to last us for the next 10 years. Because
of the political backing and the urgency
to build public housing, the sites that
we acquire sometimes do not exactly
fall in the long range overall land use
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pattern and we have been criticized
for running away with our own pro-
grams without keeping an eve on the
overall planning.

Admunistratively . the Housing Board

is under the Ministny of Nationa! Devel

opment and. thereiore, the Board goes
thioush the Minister of National De-
velopment. or c<ometimes. 0 the Cabn-
net and the Prime Minister So,ina
sense. decision making s vern simple

Certainly one of the kevs to our
success is our land assemblage pro-
gram. You can’t taltk about housing
unless vou have land. and the problem
with <0 many housing authority types
is that ther2 is no land and dim pros-
pects for any. We used to have a land
bank and we would normally acquire
land 6 vears in advance But that is
not! true anvmore. | think it would be
safe to sayv that we still have encugh
land for at least 3 vears ahead of our
building program And while we are
talking about cur building program,
VOU must not see our programming i
terms of lots. \We don't think about Ints
anymore. \We are planning to build
something like 10 so-calied new towns
aver the nest twenty vears Our land
assembliv program <o far i< pretty good

For all these vears, we have never
really fcoled around very much with
all kinds of experimental floor plans
because we have decided, rightly or
wrongly, that through standardization
we could achieve economy and also
some improvements as well.

In many ways what the Singaporians
have dcne can hardly be exported
to our trionds in the area. You have to
take into account that Singapore is
a very small place. By a small place, |
mean not only do you have extreme
centralization of administration, bist
more importantly in terms of public
housing needs, we don't have a hinter-
land. We are literally a closed society.

The Government can open or close its
door to let peaple in or not let people
in. Consequently, the theoretical maxi-
mum need and demand for public
housing isainfinitely predictable. |
meanf the Filipinos were to do what
sedoin Manila | can see the rural
areas sould Jose more people be-
cause evervhody would be going to
Mantla for good public housing. We
don’t have that problem. \We don't
have the rural-urban migration to worn
about Unlike Korea, for example we
are located in a zone that has no
typhoons, no earthquakes, no tidal
waves—the weather is good so 1t has
certain bearings on the use of con-
struction materials. Singapore was also
blessed when we started this public
housing by the existence of a fairly
sophisticated construction industry.
Since we build high density high rise,
the leve! of construction skill has de-
veloped quite a bit. These are ail im-
portant factors that must be known in
understanding Singapore’s housing pro-
gram. Thank you.
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Discussion

In response to a question, Dr. Yeh
explained that the total Government
expenditures for housing in Singapon:
amounted te something less than 15%
of the total Government expenditures,
probabiy closer to 10%.

A question was asked about the pos-
sible socia, impzct or problems related
to public high rise buildings in Singa
pore. It was pointed out that in other
parts of the wotid, this has been a
serious problern.

Dr. Yeh prefaced his response by
noting that he was speaking for him-
self and not for the Housing Board. He
noted that there vore many myths sur-
rounding high risc apartments, first of
all is the crime rate that accompanies
h.gh rise structures. Secondly, the myth
that when you relocate people from
slums to high rise buildings that you
destroy community ties, neighborliness,
mutual self help, and other social
amenities. He explained tkat his
research department had heen looking
into the social implications of high rise
living and found that there was no re-
lationship between gross residential
densities and crime rates. He explainea
that he had analyzed victimization
studies that had been cione in New
York, Washington, Seattle, 2nd other
American cities, which also refuted the
myth that relates social cr-me to high
rise living. The second myth, that in
replacing slum communities w th urbar
renewal projects you destroy suck
social amenities as neighborliness, does
not mean anything unless you can
translate neighborliness into specifics.

r< axplained that he had quite a bit of
evidence which shows that in trrms of
community cohesion, with znytning
from visiting, to helping each other in
financiai terms, there is no significant
difference between people living in
so-called established slum areas and
those living in public high rice huild-
ings. A considerable dialogue followed
on the subject which was concluded
by Dr. Yeh in stating thaz, viith the
exception of Heng Kong and Singapore,
he would not recommend high rise
construction fer any city in Asia.




For those who are not familiar with
the Philippines, there are about 7,100
islands. There are three major groups
of islands, Luzon, the Visayas, ans!
Mindanao. Luzon and the Mindanao
islands are the largest islands in the
archipelago, and metropolitan Manila
s located on Luzon.

About 35% of the area is under cul-
tivation. Although we are taking to task
the ownership patterns in the metro-
pelitan area, the amount of land which
has been cultivated and livable remains
on the level of about V3 of the potential
of the country.

Governing the entire development of
the country ar2 about 6 major goals,
into which the goals of the National
Housing Authority should merge.

The first goal is io promote social
development, the second is to expand
empinyment opportunities, the third is
to attain a more equitable distribution
of income and wealth, the fourth is to
promote regional development and in-
dustrialization, the fifth is to accelerate
economic growth, and the sixth is to
establish prices at reasonable levels.
These are just general directions of
where our entire economy wants to go
under its 4-year development program.
Particularly, we are attempting to reach
a more equitable distribution of income
and wealth in the housing sphere and
we are attempting also to promote re-
gional development.

We are about 40 million people.
About one out of every three live in
the rural area resulting in a very high
density in our metropolitan area and
relatively low density in the rural area.
There is a lot of rural-urban migration
taking place and there are three diverse
cultural groups that make it difficult to
put them in place and expect them to
interact.

We are a relatively young popula-
tion, also. About 62% of us are chil-
dren and young people, up 1o 24 years
of age. There is a very high economic
dependency ratio where only about
50% of the population are working.
Engiish is our second language and this
is a reflection of our cclonial past. | do
hope that you will recall these pertinent
points about our population, about the
development of our land ownership
pattern, about our young population,
and about cur worker dependency
ratio, when we talk about the housing
program, since thiese are critical param-
eters which determine why we do the
things that we do.

With respect to housing, organized
efforts in the Philippines started before
the war, about 1934. The first project
that was built under the government’s
guidance was the old Bitas housing
project. This is in metropolitan Manila,
very near the Tondo area.

This was followed in about 10 years
with worker housing in Quezon City.
This is one of the satellite cities which
has been organized only very recently
in the metropolitan Manila area. That
was in 1940. Then the war came and
construction activilies were paralyzed.
In 1954, there emerged a National
Housing Corporation and a National
Heusing Commission. Prior to that we
had another organization called
Peoples Homesite Corporation. These
agencies exist side by side with about
the same objectives. In 1947, there was
the first effort to integrate so we bave
th2 Philippine People Homesite and
Housing Corporatien. You'll notice this
pattern in our orgatization—we will
have, a proliferation of agencies and
then there is consolidation period. This
is pertinent because the National Hous-
ing Authority at present i1s a conglom-
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eration of different agencies that have
been previously involved in housing.

Peoples Homesite and Housing Cor-
poration was established 1n 1956 3«
the Home Financing Commission. This
was supposed to engage itself in mort-
Bage insurance, where loans generated
would be given government guarantees
as repayment.

In 1964, still ai.other agency called
the Presidential Assisiant and Housing
Resettlement Agency,—-was formed
specifically to focus on relocating
squatters. And still another group came
after that, the Central Instituie ior the
Training and Reiocation of Urban
Squatters. And finally, 1n 1968, the o -
ernment, attempted coordination by
putting up the Presidential Committee
on Housing and Urban Resettlement.

Al! of this culminated into the Na-
t.onal Housing Authority. The project
that I am going to talk about a little
‘ater had a longer histony than the
formal history of the National Housing
Authority, which is orly one vear old.
But the projects that | am poing to talk
about have a history dating before the
war,

Aside from these groups, the Na-
nonal Group Housing Corporation was
1ot consolidated. This is 5 carporation
whose principal activity is the pre-
fabrication of housing units. Thev have
concentratec on single detached units
so far. The other group not consoli-
dated was the previously mentioned
Home Financing Commiscion. which
deals in morigage insurance.

Now we are coming to the new era
of housing under the National Housing
Authority. It is under the leadership of
Gen. Tobias and it is supposed to work
tegether with the following groups: the
~ational Housing Corporation, the
menufacturing unit, the Home Financ-
ing Commission, and the financing in-
stitutions, namely, the Government
Service Insutance System and the Social
Security System for the private sector.

eaee Punzalin and delegate.

These two insurance comparies pro-
vide the largest amount of funds cur-
rently available for the housing effort
And the role they plav vis-a-vis a
National Housing Authority is ane prin-
cipally of funding.

They absorb the bonds that we float
under the law creating the National
Housing Authority. These bonds,
amounting to 170 million pesos now,
are intended ‘o fund part of our na-
tionai effort. Aside from this, we have
about 50 million pesos, or less than
10 million dollars, of direct capital
subszription from tne national housing
or from the national government.

So that is the milieu in which we are
operating. Our major policy makers
are now defining the \nzjor directions.

In defining these directions, we have
isolated the follow.ng concepts and
approaches. first, we are now Inoking
at housing as a process and less as a
product. !n the past, the principal effort
was towards producing the unit, the
product. Now there is a lot of eficrt
placed on the process where we look
at shelter, not as—oprincipaily the pro-
vision of a roof over one's head, but
maore the provision of environmental
facilties, environmental hygiene, com-
munity facilities, things whick make a
community a human settlement. Now..
you may wonder why this i< the case
butin the Philippines we do not have
winter. Although we do have hot
weather, we nowhere approximate the
arid atmosphere of some countries.




Temperature in our place rarely fluctu-
ates beyond 10 degrees fahrenheit, so,
the demands caused by the elements
on shelter are not that critical. It is
more of the environmental facilities

which we are now putting emphasis on.

The second major approach is that
housing is the concarn of everybody,
rich, middle income group, and poor.
Now we are trying tc forcibly get some
support from the upp2rincome groups
and channel this to housing.

The major areas whare we intend ta
hit are ir taxation and increased social
benefit assessment. The social benefit
assessment that we have in the Philip-
pines is one of the lowest, if not the
lowest in Asia. And this is a situation
which, I belicve, the major policy
makers are planning te Zorrect.

The third major approach we are
now trving is to reverse the situation
where the housing unit which we pro-
vided went to the middle income
group. As Dr. Yeh mentioned a while
280, low income housing is not neces-
sarily low cost housing, and in the past,
our low cost housing has been going
to not very low income groups. We are
trying to approach the problem by de-
fining, not the unit, but the person
eligible for the unit in terms of income
and percentile that he is in relative to
the entire population.

We are also examining the follow-
ing: an investment in housing must
recoverable, that affordability shall be
the measure of benefits, and that priv-
ate resources would be mobilized and
coordinated to meet the needs for
housing.

When we say recoverable, we do not
mean recoverable from the benefici-
aries themselves. It's either project re-
coverability in the sense that parts of
the project development are geared

vards profit, which is flowed back
.~other segments of the project
development, or it is an economy-
wide subsidy where housing itself is
treatec almost like a cost center. Dif-
ferent sectors in the economy such as
construction seclors, and the other
manufacturing sectors, are treated as
the profit centers from where profit
flows into the housing sector.

Current thinking now is towards the
latter, where the subsidy i; zenerated
on economy-wide basis, although the
Tondo project, which | will talk about
later, is a project-type concept as far
as subsidy is concerned.

The other point | would like to raise
is that affordability, being the measure
of benefits, is more a discriminating
factor than a deciding factor. The fact
is, that there is limit to the cost of a
dwelling unit. And the political factor,
political acceptability has placed itself
above this very minimal type of devel-
opment. Therefore there is a subsidy
which is in demand. We have 1o sub-
sidize quite a portion of the housing
cost.

S0, these are the concepts and ap-
proaches which we are trying to make
in the light of the history | just men-
tioned. We are looking at housing more
as a process, we are trying to tap the
resources more of the middle and the
higher income group towards housing,
we are aiming at the really low income
group, that we are trying to recover our
investment on an economy-wide plan-
ning model, and that affordability is a
sliscriminating, but not a deciding fac-
‘ur, as a measure of our housing bene-
fits.




We have estimated our housing
needs at about 200,000 households per
year. We have a neea for new unit
construction and we have a need for
upgrading current settlements. The
third dimension we have is the need
for relocating p2ople who shouldn't be
where they are—in railroad track,
esteros, and other places.

I mentioned a while ago that Manila
metropolitan is actually a conglomera-
tion of different cities. Therefore, it was
difficult earlier to come out with a
concentrated effort on how to control
the residential growth. 30, in the major
esteros, the water ways, the railroad
tracks, they were able to grow rather
large slum communities, and this is a
big problem right now.

The second factor of upgrading is
the large extended family, extending
from cousin to second cousin and even
in some cases to third cousin. Where
these families live together as one
household unit, the problems of up-
grading are enormous.

We are organized on three different
levels. First, is the national planning
level, that is the National Economic
Development Authority. They plan the
major resources allocations of t)e
country and housing is one of these
resources at which level the model of
a subsidy on an economy-wide basis
takes place.

The second level is the level of Na-
ational Housing Authority where the
emphasis is on concentration of efforts.
I have mentioned to you that a whiie
480 we had a proliferation of agencies,
but now all of these are consolidated
into one. So here the effor. is towards
getting everything into the National
Housing Authority, providing the Na-
tional Housing Authority, with a rather
broad spectrum of powers, and hoping
that the National Housing Authority can
cope with these problems.
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Among the powers granted are the
expropriation of land, all the way 1o
the regulation of private residential
apartments.

Under these dimensions, new con-
struction, upgrading and relocation
and resettlement, we have projects
both of which we initiated the past
year and which we inherited from all
those agencies that we aggregated.

The most recent one, commanding
international attention, is Tondo. The
other ones, which are not redlly well
publicized, are the relocation and re.
settlement sites. We have land around
the metropelitan Manila area about 15
to 20 kilometers away from the urban
core, where we relocate the squatters,
These are Dasmarinas, Sapang Palay,
and Carmona. This is the relocation
and resettlement sphere. In the new
construction, we have not, actively en-
tered this area to our age. The ones
that we are pursuing right now are
those which have been inherited in
the past. But there are, four major
projects which are looming up and
these are Tatalon, Welfareville, Tala, a
government center. I'll explain each of
these.

Tatalon is a site inside Quezon City,
very close to the urban core, which has
a long history of political strife inside
the commuuity. We are in the process
of expropriating this land and we in-
tend to build medium rise walk-up
apartments in the area.

Welfareville, also inside the urban
core, in another former municipality.
Right now it is devoted to the correc-
tion of delinquent adolescents and
there is an orphanage also inside the
compound. But ne«otiations are taking
place that this be grouped together and
devoted again to housing. Once more
we are thinking of putting up walk-up
apartments in this area.
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The third area is the government
center where we're trying to relocate
its center from the Manila portion to
Quezon City. And we are again in the
process of expropriating land around
this government center to build resi-
dential units.

The last one is a huge 600 hectare
piece of land up in the outskirts of
Quezon City for which plans haven't
really been formalized yet.

The project which you might be
most interested in is Tondo, because |
think this would be illustrative of the
kind of bistory you would find in a
place which leads us to do things the
way we do it.

The Tondo forshore land was re-
claimed long ago, before the gov-
ernment was able toc move into this
place, develop it into a modem
pier and settle in the area.

Now, our political system in the past
was such that we have had rather
promising politicians and they prom-
ised by law or by otherwise to give
portions of this land away. So we have
different kinds of titles evidencing land
claims in Tondo.

When the new society came in, we
froze the status of land tenure and
finally decided what titles we were to
honor. It was on this basis that the up-
grading program was going to take
place. The thrust was towards maxi-
mum retention of the units in place,
towards upgrading, meaning to say the
environmental hygiene was foremost,
not the physical shelter.

So this is a brief history of how
Tondo came to be. Now, the develop-
ment we are introducing there really
is trying to ease the density of the area
by moving some of the families who
cannot be accommodated to a nearby
resettlement site, which is a reclaimed
fish pond. We have moved some, or
about 500 famiiies now to this new re-
location site. This is an exception rather
than the rule because the thrust is
keeping them where they are and
putting the amenities inside the cur-
rent area.

Itis a very valuable land but we do
give it at rather subsidized rates where
the design is a project subsidy. The
land prices can be taken advantage of
and we can sell or lease some ot these
areas to generate profits for other areas
So this is a very broad sketch of the
Tondo model.
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Discussion

in response to a question, Mr. Punza-
lan explained thai the merger of the
vastous institutions dealing with hous-
ing was accomplished by Presidential
Decree.

Ms. Ramos responded to an inquiny
about inflation rates in the Philippines
explaming that 1t had been as high as
1570 butis now running around ~ to
8%,

A question vas asked ahout the
squatter relocation nehicies S
Estanisiao Alinea. Chiel ! the Reettle-
ment and Relocation Program. re-
sponded. He ewplained that the policy
s not to relocete but to upgrade \Whenp
g necessarv o relocate, s done
with extensive planning and considera-
tien. Before any move takes place, the
resettlement site is completely pre-
pared witin all the infractruciure and
amentties Peanie to be moved are
classitied to determine who qualifies
Tor Government assistance and we then
conduct tours 1o show them their new
homesite. Thev are assisted by the Gow -
ernment in their move and loans are
provided in the icm of building ma-
ierials so they can complete the <anitan
core tuatis providad. Those families
who do nat qualify econamicaity for
relocation are provided transportation
to wherever they want to go. The effnrt
15 10 assist onaly those who cannet aficrd
relocation.

PRASIT NARONGDE]
Gavernor

National Housing Autherin
Thatland

As i the Philippines, the Thailand
Housing Authiornty was estahiiched by
martizl faw in 7973 and was dore 10
consuiidaie several bureaus and orga-
mizations. The construction of public
housing ior the poor 5 one of our
major policies. and ithat at least 30,005
varied units would be compieted per
vear.

Fwas eppointed in August last vear
to take up the governship of the
National Housing Authority. \We are
able to have over 23,000 units of hous-
g vanious desions: however, since
September 1975, only a few hundred
o those have beer. completed. And
several thousand mare have heen
anticipated to be ready for occupancy
bv the end of the calendar vear.

In the span ¢ 15 montks, we have
constructed more than twice the num-
ber of units in Thailand than were
constructed in the past 20 vears.

Furthermare. we are proud to an-
wounce that we have also successfully
acquirad several good parcels of iand
with sufiicient funds to build houses
rar the next three to five vears.

rhe National Heusing Authority 1s
not the sole government authority to
deal with the public housing. The Gov-
ernment Housing Bank is another
mechanism working towards the same
objective.

While the Natianal Housing Author-
ity is dealing almost entirelv with the
lower income sector of the populatinn,
the Government Housing Bank helps
to finance the construction of houses
for middle income people by providing
loans—long mortgage loans, both to
individuals and private developers.
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The middle income of the Bangkok
population is just about 3,000 baht a
month, that is 150 U.S. dollars a month.
If earnings do not exceed that amount,
we classify that as the lower income
popuiation. This is the income sector
that the government will assist in
housing.

When | was appointed the governor
of the National Housing Authority, |
was also concurrently assigned to be
Chairman of the Board of the Housing
Bank. The Government Housing Bank
has been formulated since 1949 and
total business conducted to June 1975,
was a little over 100 million baht.

Our records show that between July
1975 and July 1976, a total of 413 mil-
lion baht in various forms of loans have
been given. Again, an increase of over
400% during the 12 month period
and that is over the business conducted
by the bank over the last 24 years.

Our achievements during the period
have been something that we are quite
proud of and this has been done in
spite of a very unstable political situa-
tion. Since | took up the office, there
has been a change of government four
times in Thailand. All the work we do
so faris primarily on only one objec-
tive, that is, right to show to the gov-
ernment, to the public, and demon-
strate our technical ability, our know
how, our readiness to perform, and
that we have achieved,

Despite the foregoing, we are not
yet hitting our target. And manv prob-
lems are emerging. The most severe
problem is the lack of certain support-
ing legislation. We don't have the
condominium laws, we don’t have the
land acquisition right, and the appro-
priations from other organizations such
as water works, electricity, telephone,
and City administration

We have been experiencing a 7%,
per annum increase of population in
Bangkok, and in 10 years there will be
at least 10 million people residing in
the metropolitan area.

It should also be interesting to know
that out of this 7% increase, only 2%,
is natural growth, that is, by birth.

5% has been due to the migration
from the rural area.

The second biggest city in Thailand
is Chieng Mai, which is about 200,000
population. So Bargkok is {orty times
the size of the second largest city in
the country.

The migration of the population into
the urban area is a problem for every-
body. About 4 years ago the Soviet
Union also tried to prevent the popu-
lation moving into Moscow and only
last year they declared that they could
not do it. If the Russians could not do
it, | don’t think we are able to prevent
it, so we mignt as well face the prob-
lemand try to solve it.

Talking about the increasing popu-
lation in the metropolitan capital city
of Bangkok, Bangkok has not been as
fortunate as our sister cities like Seoul
or Manila. As Bangkok is sitting on a
laver of mud of about 25 to 30 meters
thick, that is floating above the sand
and gravel that make up a lot of water
beds. Almost all structures in Thailand,
or in Bangkok, are simply supported by
the friction between the piling and the
mud. In order to have a high rise
structure, one must be prepared to
spend a tremendous amount of money

on the piling.
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Furthermore, natural resources and
infrastructure of Bangkok are rather
limited. The nearest iresh water re-
source to Bangkok now is ahout 200
kilometers away so that the water sup-
ply system is only adequate for the
existing population. We have to spend
a tremendous amount to have the pub-
lic water adequately provided to the
ever-increasing population. Also. the
city layout has not been properly
planned. I was told the first road that
was bu'lt in Bangkok was built for the
reason that there was a British consy-
late and a Portuguese consulate on
that road. And since then. we have
only butht roads according to need,
and not according to plan.

Bangkok also is a city which doesn’t
have any dra‘nage or proper drainage

system. Whenever there is a heavy rain,

there is flooding for davs in the Bzng-
kok area. The garbage disposal system
is also a big problem bhecause of poor
planning. \Wherever there is & traffic
jam, the garboe truck is also stopped,
so the garhage trucks serve only aboui
20% of its anticipa*~d capacity. Also
one thing that is very dangerous is the
sewage disposal svstem because of the
high water table.

Housing shortages are, | believe, the
same throughout all developing ccun-
tries, especially in Southeast Asia. We
also have a shortage of over a hundred
thousand households now in Bangkok.
S0 many people live in the slum area
and. as | mentioned hefore, the public
sector of the government has taken up
this problem.

When you go to a slum area in
Bangkok, you will notice at almost
every household there is a paner stick
in front of their door. The stick would
note: "My name is Mr. A My owife is
Mrs. A, T have four childron. 2 noyve
and 2 girls. My job is a welder. v
wife is a housewife. We do not have
any problems and we are happ, here
So go to hell. You don‘t nave o hother
us."There is s reason why thes e
these sticks up, many organization.
visited them and tried to help them
or pretend to help them. tried 10 get
some facts. but never to implement.
Those peonle are simplv sick of
answering questions.

There are many social concerns
about our crowded living conditions.
\When we are talking about shelter and
urhan development, we are not just
talking about building a house. but we
also have the social aspects to consider.

The authorities have to make a house
¢ home, to make the settlement a
Irveiv community. Housing problems
are 1 soual problem, and a social
prosiem s a political problem. The
political problem is the whole source
otuntest. \Wherever vou are, whoever
voumay be itwould al! be affected
since the world today is hut one world.

Thailand has much nard work ahead
and we are anticipating that we wifl
overcome it. When | decided to take
the job of governor of the National
Housing Authority 15 months ago. |
never realized that there are so many
responsibilities, so many burdens.

I thought only that | amm a young,
energetic, healthy, middle-aged, 41-
vear-old business man. Last night we
went out to dinner and after the dinner
we went to a night zlub. The hostess
asked me how old I was. My colleague
told her that | was 54, and, my God,
they believed it.
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Again, on behalf of our delegation,
I would like to take this opportunity
to thank you for the very warm hospi-
tality of our hosts and we certainly
hope one day that we would be able
to reciprocate.

Discussion

Mr. Prasit was aske.! to describe the
housing finance that exists in Bangkok.

He expiained that after he took
office, the only financing that was
available was through the issuing of
the housing bonds through the com-
mercial bank. The Government pro-
mulgated a special legislation which
allowed the commercial bank to utilize
its cash reserves, half percent of their
cash reserve, to buy all bonds at a
very low interest rate of 5%. The prime
rate in Bangkok is now ten and one
haif percent, so whatever borrowing
thatis afforded to us, at 9 or 10%. and
with strings attached, is really of ro
interest. He explained that last year
they issued 1,000 million baht of hous-
ing bonds, equivalent to about 50
million U.S. dollars, to finance the first
vear's projects. In Thailand, they still
have financial resources available and
also, construction materials are ample.
Also, many of the Thai workers are
exported to places like Iran and
Singapore.

In summation. Mr. Marongdej com-
mented on Dr. Yeh's remark about
how housing problems would be
solved readily if the Government had
the will to do it and the determination
to execute the will. He added that in
Thailand, they had been fortunate
enough to have leaders who all see
the housing problems as critical and
they give support to this important
sector.

Delegate Prasit
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AHMAD BIN HAJI ABDUL RAHIM KMN

Secrelary General
Ministry of Housing and
Village Development
Malaysia

Thank you, Mr. Chairman. As well,
I’ll take this opportunity to thank
USAID and our host for making these
arrangements.

Any mention of national shelter and
urbanization studies in the context 4§
Malaysian experience, would havs 1
include an explanation of 3 major
characteristics. The first one is an im-
portant element of the new economic
policy, which is the two-jirong objec-
tive of the eradication <4 poverty, irre-
spective of race—! aiz sure by now you
appreciate that *4atsysia is a multi-
racial community. The second, is how
to bring abaist natjonal unity through
measures +-hich will be effected by
restructuzing our society. Society in
Malzgsia is well defined in compart-
mentaiization of rural and urban, as
we/ as of the income and vocations,
#7d therefore, when one speaks of ur-
banization, at least up to 1970, one has
to be conscious of the demarcation of
the indigenous people in the rural areas
and the non-indigenous people in the
rural areas.

The second aspect is that when we
speak of preparing a plan, we have
for the first time a chapter on housing,
and that is why | think our plan has
grown up from half this size to what it
is now. When we speak of total needs,
effective demands, and targets, there
are a number of qualifications. Quali-
fication no. 1 is that—the base line
for these statistics in housing and ob-
jectives and projects—are based on the
1970 household census, which ex-
cluded the Borneo component of Ma-
laysia, which leaves a big gap. The
second constraint was that, so far as
the informal sector is concerned, there
was no feedback system. So, in that
particular chapter, or in reference to
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targets,—one should be aware of these
#zitations, The third element. so far
as urbanization and housing is con-

U cerned, one should be aware that in

the federation of States, with the fed-
eral territory of Kuala Lumpur instituted
nearly two years ago, the demarcation
aspects pervade through all attempts

at trying to achieve the national target
of housing.

Let me begin from the last aspect,
one of constitution of issues between
federal government and the state gov-
ernments. Under our constitution, land
and housing are matters of the various
states. The fact that the establishment
of the federal territory of 94 square
miles around Kuala Lumpur did how-
ever provide some possibility for the
federal government to express itself
in definite terms, and since roughly
about 50% of the total national needs
identified with that qualification men-
tioned earlier, ‘2 is found that there
is some hope of achieving such defined
targets. The rest, of course will have to
depend so much on the capacity of the
state goverments. But this is not that
simple because, from the experience of
our last plan, from ‘71 to '75, even with
a small 5% objective, 5% rule of the
total national target assigned to the
various states, they could achieve only
2'2% in public housing.

Under our new plan, it was en-
visaged that their contribution should
be doubled.

Coupled o this question of whip-
ping-up the states, so to speak, to live
up to their constitutional requirements
—is also the other factor that | men-
tioned earlier, one of the restructuring
the society to effect national unity and
also to eradicate poverty. To achieve
that particular national objective is by
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no means simple, and I think Malaysia
is one of the few countries that tries
boldly to address itself to the question
of multi-racial mix of population to
effect a balance in national, social,
political, and economic development.
That objective pervades through all of
our attempts.

Now, going back to what | stated
earlier, on the constraints affecting the
various states, how can one try to
overcome by helping the less endowed
with their lack of capacity to new and
more ambitious targets? Ask the states,
and they would say that they could do
it. That is the expression of optimism
that prevails in the various states, or
the sense of dedication of their demo-
cratic rights. | believe, in any federal-
state framework, the various conflicts
between the two forces, federal and
state, will exist. In the past, the states
reaction to federal attempts at what
was intended to kelp themn, had now
become misinterpreted as something to
erode any balance of power that they
had with them. That is the backdrop
when we come to the question of
urbanization and housing.

Tke first factor, resettling society,
came about only after we had some
nasty experiences of interracial dis-
harmoany and, fortunate for us, it did
not spread all over the nation. But it
gave us an opportunity to review what
was thought earlier to have been the
rightful or the reasonable, strategy for
development. Appreciative of the situa-
tion prior to independence in 1957, the
leadership at that time emphasized
rural deveiopment and | think it was a
common feature of many Polynesians
in the area to have emphasized rural
development.

There was also a corresponding de-
velopment in the urban areas but it
was not to that same degree, so in
context of housing, we did, however,
achieve something positive through the
land settlements schemes and rural
development program. There was in

existence the Federal Land Develop-
ment Policy which implemented many
development schemes and, therefore,
all of the participants received their
due share of housing.

The present strategy in rural hous-
ing is: (1) to continue with the federal
land development schemes, (2) to up-
grade the amenities and facilities re-
quired by our rural population.

With the introduction of new strat-
egy to effect this balance for the sake
of economic and restructured society,
regional development was insiituted
and with that, new growth centers
have been planned and have been
started in several states. It was also to
arrest migration into the cities, and
despite the successes of the land settle-
ment schemes, we have recognized
that, even though there is excellent
rural development, migration to urban
areas would have to be reckoned with.
Therefore, according to 1970 figures,
we projected that out of total popula-
tion, 19% urban in 1970, we would
have something around 40% in urban
areas by 1990.

From that point, we have come up
with new policies in housing and these
are the current features. The first, un-
like most countries, Malaysia tries to
avoid a straitjacket way of imposing on
the government as a duty to provide
housing. The policy stipulates that only
access to opportunities and facilities—
tor housing should be granted to the
people, in particular, the low income
group. Meaning, that there should be
a big element of seli-help from those
people. And since, like Indonesia; the
spirit of seli-reliance has been culti-
vated as far back as independence, it
was expected that this message would
not put the government in a very
peculiar situation. This is a political
way, | suppose, of passing the buck,
(1), to the states (2), to the people, and
not to put it entirely on the shoulder
of government.



http:states.lt

e T r—

b
:
@:}
f
:

The government takes upon itself
something in the region of 55% of the
total housing needs of only half a mil-
lion—chickenfeed as far as any of my
colleagues are concerned—it is only
about 100,000 required per annum for
the whole nation. But compared to the
situation | explained earlier, what is
regarGed neie as chickenfeed is in fact
a complex situaiion. where some new
measures will have {0 bz undertaken.
Reliance on the private sector is not
only confined to this balance of 45%
but we have also defined that the role
of the formal private secior, mainly the
private housing developers, should
have the construction of at least 20%
of the total national target, to address
themselves to the needs of the middle
income and upper income brackets.

Since national emphasis is given to
the role of the private sector, | will
explain how we have attempted, or are
still attempting, to achieve that objec-
tive. The first objective is one of giv-
ing numerous incentives to the private
sector to perform its role and to pro-
vide the necessary housing that is re-
quired in various critical areas. Private
develypers have declared their inten-
tions to have the government in public-
privace sector participation program,
aiid the one aspect that | have not
mentioned earlier, is one characteristic
which we inkerited from our masters
before,—is one of high standards.

Talking in terms of standards, there
is a policy decision that we should
avoid high rise. For what it is worth, we
do not have much high rise housing.

The second aspect is, that we try to
translate housing standards by increas-
ing density and now we are experi-
menting with the private sector project
which will yield the same number of
units per acre, something in the region
of 50-60 units per acre, whereas the
normal row house concept will only
yield, following prevailing conditions
of building codes requirements, only
between 8-14. So we have gone to a

very extreme case in the hope that
there will be responses from many
sectcs, including the UN Environmen-
tal Program people who criticize what
we are doing to our human settle-
ments. We hcpe to start from there
and work backwards to something
like 20-30.

Discussion

In response to a question concern-
ing the private sector’s particiption in
housing, Mr. Rahim explained that
private construction in Malaysia has
kept pace with the Government's goals,
but there has been a tendency by the
private sector to ignore Covernment’s
efforts. He added that efforts are un-
derway to develop better coordination
between Government and the private
sector

There followed a brief discussion on
land controls and the difficulties in
Malaysia because of Moslem inherit-
ance laws,

Ahmad bin Haji Abdul Rahim KMN with
delegates from Korea and the Philippines
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PETER M. KIMM

An Explanation of the
Housing Guaranty Program

What | will do for the next couple
of minutes is make my own presenta-
tion on the activities of the Housing
Guaranty Program of the U.S. Agency
for International Development.

For the five countries that are rep-
resented here, we have the greatest
level of activity in Korea. We have
issued 1our successive guarantees total-
ing $90 million and you have seen
much of the work that has been
financed by that $90 million. About
$75 million is already invested in
activities here in Korea.

We have also held lengthy discus-
sions over a period of titne with the
Government of Thailand, specifically
with the National Housing Authority
of Thailand, and we believe, although
we are not certain, that this will result
in the issuance of a guaranty of financ-
ing. In Indonesia, the Philippines, and
Malaysia, we have had discussions at
ane time or another with the various
governments, but that is as far as it
has gone.

I'd like to explain very briefly and
concisely the process involved in get-
ting a housing guarantee loan and the
other activities of the AlD Office of
Huusing.

If a government is interasted in re-
ceiving housing financing under the
guarantee program, the first step is to
make a request. That request should
be made through either the USAID
Mission or the U.S. Embassy in the
rountry in question. Upon receipt of
such a request, we would then make
an initial visit to the country to con-
duct a shelter sector assessment—
where we would expect to bring our-
selves up to date on the housing situa-
tion of the country. As well as con-
ducting the shel*ar assessment, we
would also discuss with the agency
the type of housing which they would

like to see financed. As you know, our
guidelines require that the target group
is people who are below the median
income. | would say, from the pres-
entations here, that this is also the
target group of all the agencies that

are represented, so that would prob-
ably present no particular problem.

With that infoimation, we then
return to Washington and present all
of this information to a committee in
Washington. After consultation with
that committee, we then advise the
perspective borrower that we have or
have not received approval in principal
for the project. This is where we are
now with the Thailand project. We
have presented and received approval
in principal for a line of credit up to
$50 million. With that approval, we
then go back and enter into further

‘onsultations with the prospective
borrower which is intended to define
more precisely the activities and proj-
ects which would be financed with
the credit.

It is not necessary to define each
project and to have all the engineering
details of each project, but it is neces-
sary to have defined some project in
which you have enough detail that you
can describe rather nirecisely what it
is that would be financed.

On completion of the second stage,
we return to Washington to ou: com-
mittees. At this time, we have even
more committees than we had the first
time and following their review, the
project is finally approved or disap- :
proved. :'

I believe we have never failed to
obtain final approval if the prospective
borrower maintained an interest in
the project. We then issue a letter to
the borrower which obligates the U.S.
Government to guarantee repayment
to any U.S. lender who will finance the
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project. As | noted in my opening
statement, we have never issued such
a letter and failed to obtain financing,
The letter is tantamount tc assuring
that financing for the project will be
available and a U.S. lender wiil lend
on the basis of the U.S. Government
guarantee.

As a practical matter, we are acung
as a financial intermediary, between
the borrower and the lender, and
absorbing some of the risk that the
borrower does not want tc take. As
such, we actin the same role as the
Worid Bank on one of its loans and
the terms and conditions of the loan
would be at the sanre rate as a U.S.
home purchaser would pay on a gov-
ernment guaranteed mortgage and at
about the same interest rate as the
World Bank charges. At the moment,
that is about 9% for 30 years.

After receiving our commitment
letter, the borrower can enter the 11.S.
capital market and borrow from any
U.S. lende: they can find. We will tell
you who has been quoting on the proj-
ect lately, and as | said, the guarantee
is in itseif tantamount to assuraace of
financing for the project.

Agreements are then entered into
betweon the Lormwer, the lender, and
AlD that defines the terms and condi-
tions, the disbursement period, and
what s to be financed. We will have
gone through this entire step from
beginning to end in as little as three
months. if there is a clear agreement
between the boriower and lender, |
would estimate the time it takes would
be between 90 and 120 days. As a
practicai matter, there usually is not
a clear agreement between the dif-
ferent carties involved and that re-
quires several rounds of discussions in
order to clarify outstonding issues.
Typicaily, it might take a vear from the
initiation of discussions untii the issy-
ance of a guaranty resulting in
financing.

We now operate in some 4 coun-
tries and we have developed a very
considerable body of expertise, or at
teast experience, if net expertise. In
addition, we aiso adminizter some
other technical assistance efforts in
countries which are not participatiing
in the housing Buaranty program. Some
significant activities in the Arab coun-
tries, Egypt, and Syria, and we are
providing technical assistance on a
reimbursable basis; that is, we get paid
for it rather than providing services
without payment. In Kuwait, in the
United Arab Emirates, they looked
over the various sources that might be
available and opted to come to the
U.S. Government for it.

We ave fully prepared tc provide
2ssistance and advice without the
necessity of a housing guaranty. We
would be happy 10 work with any
developing country in « review of its
housing programs, or advise un any
housing problem that they might have
on the management of existing proo-
erties, or in assessment of the housing
finance situatir 0. We dc this all e
tme. Again, ‘e agent for such a re-
quest is the AID mission or U S,
Embassy.
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Ir my presentation | will review,
very briefly, how we approach our
housing policy and programs in Indo-
nesia and, if you allow me, | would
like to use some charts and projections
to help in my explanation.

We have at present 130 million
people living in Indonesia and we rank
fifth in population of the world after
the United States. The rate of growth
15 2.3 percent annually and the second
problem is that 70% of our population
live in the small islands of Java, which
represent about 7% of the total land
area of the country. We have a density
ot about 550 persons per square kilo-
meter in Java.

The Minister of Research in Indo-
nesia states that in the year 2000, Java
would become an island city, Bur, the
Minister of Public Werks said that
lava is a ship: and in the year 2000 it
would be runken. So we have to con-
centrate our national develop:nent
efforts on how we handie vur popula-
tion and to spread our develypments to
the cuter islands of Java

I'mentioned that the national popu-
lation increases 2.3% annuaily, bus the
increase cf urban population is aver-
aging about 4.4% annually, especially
in Jakarta, which is increasing around
5.75% annually. This is a special case

In housing, we are facing an enor-
mous problem and enaormous housing
necds. At the start of the second five
year plan, we have a housing backlog
of at least 440,000 huuses per year.

The present housing production rate
is about 230,000 houses per vear and it
represents two houses per thousand
population.

Yesterday, I mentioned that if we
were 1o soive our Lousing problem in
the year 2,000 we would have to have
to invest 11% of our GNP. This means
that itis not realistic to reach this point
in the vear 2,000,

The irteation of the second 5-year
plan is to start & program of this mag-
nitude. This is the basic philosophy of
he government in the second five-year
developmeant plan.

It we need 440,000 houses per
year and tae present rate of construc-
tion in the rural as well as the urban
areas is only 230,000 it means that we
have to increase production by 210,000
houses annualiy. This would be divided
into 90,600 urban houses per year and
120,000 rusal houses per year. Our
urban population represents about only
20% of tae total population while the
rural population represents about 80%.

Some wider policies are closely re-
lated to our housing policy. Namely,
region < devztgpnment policy, lands,
monetary and financing policy.

In indonesia, we have formulated
three basic functions in the fields of
housing. First is policies and regula-
tions, second is what we call adminis-
lra;sion or management supervision,

arid number three s the actual produc-
lion of houses.

The Indonesian Government has
decided to separate these three func
tions. There is the National Housing
pol’cy, where the members are min-
isters; a second level working team,
where [am in charge; thirdly, the
various seclors who actualiy produce
the houses, Coordinating these activi-
ties has become very important in
Indonesia
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Actually this program is the responsi- Discussion
bility of the local government and the
central government only assists in
financing and in technical assistance
to spred un the program. For example,
the Jakarta government had started this
program in 1969, and since 1974, with

Mr. Kimm noted that Indonesia was
unique pointing out that with a popu-
lation of 130 million distributed over
thousands of islands, that the admin-
istrative problems go far beyond what

the support of the World Bank, we many governments have to deal with.
increased the program in Jakarta. 50% Mr. Sardjono nated that Indonesia
of the project cost is more or less is was unique and that they were only
supported by the Waorld Bank through beginning to feel _C'O!‘Ifl‘del"ll’ about their
long term loans, and the cost of this progrars and policy directions. Ai-

program is about 40 U.S. dollars per thoug he recognized some regional
it \ and international assistance efforts, he

In concluliion, Mr. Chairman, I'd admitted that the Indonesians are do-
like to mention that the policy and ing it themselves. He further explained
programs \f housing in Inclones.s are that they were optimistic in indonesia

. initial sta@ and fully aware of their limitations.
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DR. PAIK YOUNG HOON

President of the Korean Industrial
Development Institute and Member
of the National Assembly

| was given permission 1o say a few
words about our involvement in the
development of the Korean housing
palicy.

With the very capable advisory assist-
ance of Mr. Al Van Huyck, who was
provided through USAID, Korea began
working on its national housing policy
in 1972. One of our first concerns was
how to concentrate a housing policy as
a major part of the nation’s econcmic
policy. This required working very
closely with the Economic lanning
Board and Ministry of Construction.
The initial program was only a housing
construction plan and we had to trans-
fer this into a housing development
plan, which required the close coopera-
tion of a number of Governmental
agencies. This not only required much
research and work, but also a large job
of re-education.

In 1974, this new concept finaliy
became a part of the National Eco-
nomic Development plan. Although we
have made significant progress, there
are still about six problems in imple-
mentation.

At the top of the Government struc-
ture, we seem to have a general under-
standing of the need and concept of
a housing policy, but there are many
agencies involved in the plan. We still
ﬂef.‘d 1O narrow lh(_‘ communications
gap at the local levels of government.
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Secondly, there is the need to
mobilize the efforts of the private
sector. Privite construction will ac-
count for around 70% of the housing
required and we need to mobilize this
effort. Thera are still decisions to be
made on slum or squatter areas. We
are now in the process of trying to re-
habilitate thoce areas, which is a majer
directional change. There are almost
150,000 slum houses that need atten-
tion.

Thirdly, th= problem of the decen-
tralization o1 Seoul. This involves the
creation of naw industrial areas outside
of the city and the movement of
existing industry. This is a nice concept
but aiso very rostly.

The next problem is land. The cost
and availability is a very critical prob-
vem. This, counled with the problems
of improving our housing material
industry so they can provide low cost
housing materials, is crucial in the
cost of housing: in Korea.

So, these are some of the problems
that we rnust resolve in our policy.
Since | becarne a member of the
National Assembly, our goal has been
to stimulate our planning agencies and
our housing agencies. In the next five
years we will invest 4 to 5% cof our
GNP in housing which requiris a con-
tinued critical analysis of our directions
and sound plant ing. Thank you.
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Delegates 1o the Contercace

PETER M. KIMM: What we want to
do here in the final session is simply
give an opportunity to anybody who"
feels there is anything he wants to add.
' would like to sum up miy own impres-
sions of the meeting.

We have had five countries, in addi-
tion to the United States and interna-
tional agencies, represented nere.
Whereas the countries have many
things that are different, population,
levels of development, social and cul-
tural attitudes, | was much more
impressed by the similarity in the
assessment of the problems and state of
development than in the differences.

Each of the countries involved had
recently taken some significant step in
consclidating their approach to the
housing sector. The all important point
which was made about Singapore, of
political will, is that if you don’t have
political wil, you can’t begin. In each
of the countries there has been a very
serious expression of the political will
to do the job. And that then puts the
problem from the political level to the
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next level, which one might call the
technical level, which i1s where we are
operating. That is if the political leader
says, “We want to give housing a very
high prionty.” then they look to the
people who run their housing agencies
te show them how to convert the
desire to give housing a high priority
int> the actuality of there being better
housing in the country.

Weall knew that thicinvalves prob-
lems for where there are no clear
precedents—the income level. the
capacitv ot the people to pay, and the
avadanle capital hold constraints and
restramts on eny program. \We don't
tully understand it but we know more
aboat it than anybody else

Fwould say T was very much im-
pressed by the frankness of the precen-
tations. Someaone renarked that at
nternational meetings there is a
tendency for each country to get up
and to tell how wel! they are doing and
that it takes a cor siderable amount of
security to get up in a meeting and say
what itis you do know and what it is




It seems to me that on the subject of
shelter, housing, human settlements,
which involves all human needs and
wants, you could go on and have a
meeling about just that one subject
for some period of time. The subject
that hit me as being the one in which
there \vas real interest, and where we
all need 1o know more, was in the con-
cept of policy formulation, the social
considerations involved in providing
better shelter, capital mobilization,
particularly capital mobilization in an
inflationary world. The critical role of
the private sector and how little we in
the government ar< able to affect what
the private sector does. That is, the
landholders, non-profit organizations,
and the way things happened in the
squatter settlements, outside of record
keeping and so on.

The critical issue of subsidies, which
15 the real tool that the government
has to play with in the housing sector,
and the problems with subsidies. The
related question of standards, how
much vou have to subsidize something
is the immediate results of standards,
to which you think you have to
achieve.

The role of an international agency,
what can it do to help a country.
Fundamentally, if there is one thought
with which | agree completely, and on
which | will end my own comments,
it is that you really have to do it
vourself, that an international agency
can kelp you to analyze a particular
problem, but anybody that's going to
solve its housing problems or make
any serious progress with it, must
do it themselves

ALFRED VAN HUYCK: Several things
struck me. In my opening remarks on
Friday, | suggested that | felt that there
was a consensus in terms of response to
these housing and urban strategy
problems, and | think the presentations,
particularly today, have reinforced my
feeling that the countries in Asia have
recognized the common elements of
this problem and you‘ve just articulated
them once again. And that the strategy
response of upgrading sites and serv-
ices, low-cost housing is beginning to
take shape and | think this is an exciting
development.

Second, in my remarks on Friday,

I said—1 thought we would hear about
innovative and exciting responses to
this challenge and | think the confer-
ence has borne that out. | think we
heard some very exciting programs
from all the countries. In fact, as an
outsider, and as a consultant, | am
somewhat envious to be in the com-
pany of people that are really doing
things, that are really building houses,
really getting on with it.

JOSEFINA RAMOS: | would like to
take this opportunity, on behalf of the
delegation from the Philippines, to
note that it has been a very worth-
while conference and | feel that ve
have gained some insights,

The opportunity that we have been
given to interact with the Koreans, and
the understanding that we gained
from their experiences, the information
that we got from AID about their
Guarantee Program, and the different
things that they are doing in Korea and
other countries. | think we have learned
much from this.

| feel that | persnnally have become
more appreciative of what we are
doing, in comparison to the other
countries, their successes, their inade-
quacies, and failures. | think we are all
in the same boat.
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I would like to share with you one
thing that i learned in the three months’
training program in the Career Execu-
tive Training that | attended last month.
No matter what you do in planning
and implementation, there is always a
hetter way of doing it if you think
harder. Thank you very much.

PRASIT NARONGDE]: When I was 2
student at the University, | was riding a
bus. | always envied seeing my friends
driving an automobile.

I asked my father if | could have an
automobile and he said no, we simply
could not afford ii. My father said, if
you want an automobile; vou must
work harder. Try to work harder both
i the university and on your part-time
job. But if you cannot get it, you better
look back. There are still a lot of people
who cannot afford to ride the bus.
That's exactly what our housing prob-
lems are likz today. We are envious
about Singapore and Korea, but when
we look behind, we see the Tondo
area in the Philippines. We are nothing
at all compared to that.

So, | am happy to have the oppor-
lunity to come over here to exchange
views with other colleagues in housing,
to learn (rom the experiences of those
who have been successful, and also to
exchange views with colleagues that
ate in the same position, who have to
work hard to achieve a goal.

RICHARD T. PRATT: | must say that
I have been very impressed with the
conference and what the Koreans have
done. | think that they could sell
automobiles in the United States very
easily. i think they are very good sales-
men, they have excellent projects,
excellent ideas, and they know how
to present them to us. | think we can
all learn some lessons from that.

One the perspective on housing
finance, | feel a little bit like a doctor
in a cancer ward, | guess. Finance
seems to be the problem that is most
difficult and so often the patient seems
to die just when we think we have
some progress made. And | think one
of the important points in regard to
this is that we are looking for long
lerm money. '

The fact that mourtgages are financed
in the United States with 30 year money
does not necessarily mean that we are
going to have to he highly flexible and
we are going to have to remember
that financing only allows us to keep
a pool »f 7unds which we can roll over
from time to time and create more
housirg. It is not going to create the
housing which is greater than we can
aford.

And finally for most people at most
times, housing tinance is going to
remain mare or less a mystery. A noted
authority was asked once who under-
stood the financia! system of England.
He said that there are only two people,
one was : clerk at the Treasury and the
other was a teller in the office of dis-
bursement, and they never talked to
each other.

I teave (nis conference with a great
deal of satisfaction in thinking thar this
has been an opportunity for so many
delegates in countries in East Asia to
get together in a forum in which there
has been irier.dly and open discussion.
We have gotten to know each other,
and | hope that this is a trend that wili
continue and there is this dialogue and
exchange of ideas, since the problems
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that | have observed are common to
most of these countries Thank you.

Mr. SARDJONO - As we are about
to leave this conference, we have been
informed that Korea is a country which
has just taken off from the runway in
economic development a2+ well as in
housing.

\When | fistened to 'he discussions
at this meeting, | howe found that
Korea is very far ahiead of what swve are
doing in Indonesia, expecially in the
field of housing.

Korea has taken off because there
has been technical assistance, some
financial input from the outside, and
we are also exploring whether such
input can contribute to Indonesia’s
take off. Thank you very much.

AHMAD BIN HAjl ABDUL RAHIM
KMN: Having come to the end of this
conference, and the fact that we have
had it here in Seonl, will naturally give
us not only new thoughts but also a
new sense of undersianding and per-
haps relate to our own aspirations
and dedication It is not going io be
easy having to explain back home what
we have heard from our neighbors, and
of the U.S. AID Programs.

I'understand that there is going to
be a dinner in Walker Hill tonight, so
it makes one feel that there is some-
thing bigger to expect.

I have one regret, that is that | came
here alone. Because no matter hew
much and how truthful you are, there
is No one to reinforce or to confirm
your findings and coavictions. This is
also our mistake back home, we are
too obsessed with our own nationa!
problems. My case, for example. | did
not expect to be here because there
was an impending strike by civil serv-
ants in October, but thanks to the wis-
dom of some of our leaders, they
managed to avoid the strike.

The second aspect was that we are
in the midst of budget session of parlia-
ment. And for that reason, | was not
supposed tc be here at all. But having
heard and participated, | now express
my grateful thanks to U.S. AID for
making this conference possible and
meaningful, and also to Mr. Ro, and
particularly, President Yang.

It has given me an opportunity to
know more about U.S. AID Program.
In conclusion, Mr. Chairman, thank you
very much for this opportunity.




PETER KIMM: | will have the next to
the last word and say how much |
enjoyec' the conference and how im-
pressed | have been with the quality
of pirticipation, particularly for the
first time that a group like this came
together. It was a most imnressive
performance indeed. | would like to
express our deep thanks to the Koreans
for their hospitality. [t was impeccable,
as it always is, and for the very last
word, | give you President Yang.

YANG TAEK SHIK: Mr. Peter Kimm,
and all distinguished participants.

Itis time to close this Shelter and
Urban Strategies Conference.

| am sure that the housing policies
and the programs which we have dis-
cussed during this conference gave us
a basis for future considerations in
improving housing conditions.

I cordially wish that your stay i
Korea was most pleasant and memor-
able through an observation of the
various phases in which Korea is
developing.

Finallv se must alwavs keep in cur
mind that without the eftorts and spon-
sorship of U.S AID. this meaningiul
conference would never have heen
held.
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