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FOREWORD

The Office of Housing and Urban Programs has
commissioned this monograph as an {ntroduction to
the subject of upgrading substandard urban neigh-
borhoods in developing countries. Upgrading is a
promising approach to raising the quality of
urban shelter. It fis highly effective, rela-
tively 1nexpensive and -- equally important --
capable of mobilizing the constructive energies
of the people 1t is intended to benefit.

Developing country housing officials and deci-
sion-makers, administrators of external assist-
ance agencies and others interested in efforts to
improve conditions for the millions who 1ive in
cities of the developing world will find this
work useful, General concepts of upgrading are
described as uell as the approaches of specific
programs supported by AID. Problems and solu-
tions encountered in the AID program experience
are discussed. .

We encourage those countries which have not yet
undertaken upgrading to consider trying 1t within
their shelter programs. We hope also that those
who are now implementing upgrading projects will
gain from the sharad experience presented here.

Peter M. Kimm

Director

office of Housing
and Urban Programs

-y =

Previoyug Page Blank



Upgrading: Concepts and Examgles 1

Introduction

Upgrading is a means for achieving desired ends of public
policy -- in this case, {mproved shelter stock =- with limited,
strategically placed, government {nvestments and the greatest
possible independent contribution by the beneficiaries them-

selves,

Through upgrading programs substandard urban neighborhoods
can be provided with the basfc facilities and services they need
to ensure a minimally decent level of human existence. This
approach also offers opportunities to enlist the energies and
resources of people in {mproving the quality of their own
shelter.

The U.S. Agency for International Development considers
upgrading an efiective approach in 1ts efforts to expand the
supply of acceptable 1iving accommodations for Tow-to-mcderate
income families. Although these Tower income hou.::~'ds are the
principal focus of AID's shelter program, the improvements 1n
environmental sanitation and public services that coma about
through upgrading efforts are undenfably beneficial to the urban
community &5 & whole.

Thus upgrading programs have become one of the principal
channels for AID assistarce in the shelter field throughout the
developing world. The World Bank and other international
assistance agencies share AID'S view and similarly support
upgrading activities. »

Adaptable in a wide verfety of situations, upgrading has
achieved an outstanding record for transforming basic Tiving
conditions for larga numbers of people. In this respect few
other housing approaches have had comparable fimpact -- with a
minimum of subsidy, and a mininum of social disruption.

The main strength of upgrading is 1ts applicability fin
existing neighborhoods where people can remain while the im-
provement work takes place. Few are dislocated, and, as their
environment improves, residents of the upgrading communities
have an impetus to improve their shelter units as well. Many
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families have demonstrated eagerness to upgrade their 1iving
quarters little by little as resources permit, especially once
their tenure is secure.

Independence to pursue an {ncremental evolution of decent
1iving conditions in this manner is preferable to forced relo-
cation and dependence on houting projects that others must
provide, The shared responsibility for producing adequate
shelter should be particularly appealing to governments which
face enormous development challenges with limited resources.

Upgrading does not work in all circumstances. It is,
moreover, extremely difficult to implement successfully. More
than in the case of a new housing project on undeveloped land,
there 15 a hign premium on organizational skill, on coordinated
public action and on ability to work with the residents of the
communities who are the intended beneficiaries of the neighbor-
hood improvement efforts. Upgrading does not lend {tself to
improvisation or to {impersonal planning done from a government
agency drafting board.

Because the nefghborhoods being planned alrcady have their
residents in place, overy phase of upgrading work -- from
fnicial planning through ultimate {mplementation -- has to be
done in consultation with the residents. The upgrading must be
not only understood, but also accepted, by them. It {s impor-
tant that services and improvements scheduled for a given com-
munity be those for which the residents are willing to pay. It
is equally important that the services and {mprovements be
delivered as promised by the public agencies and as expected by
the community {1f 1initfal public {investments in the upgrading
pro jects are to be recovered ultimately from the beneficiary
taxilies. Cost recovery 1s necessary if the agencies vesponsible
for upgrading are to have funds for similar {improvements in
additional neighborhoods.

There is considerable reluctance on the part of many gov-
ernments to accept the idea of investing in marginal neighbor-
hoods, particularly where the residents are squatters.
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In some places the 1dea of upgrading marginal neighborhoods 1s
accepted, but not the concept of recovering costs from the bene-
ficlaries, espec1ally 1f they are low income families.

some housing officials and professionals such as architects
and engineers are not used to working directly with the people
who are to 1ive in the projects they design, especially lower
income families. Some are hesitant to try. Community workers
usually. Tack the technical expertise to handle wpgrading pro-
jects without specfal training. Bureaucrac ies may resist the
reoriantation of personnel and the organizational changes neces-
sary'for_uulti-d1sc1pl1nary team work.

It 1s often difficult to achieve coordination among differ-
ent agencies whose contributions are crucial to the upgrading
project and must be integrated 1f the project objectives are to
he achieved.

Politics, too, may pose problems for an upgrading program.
Although political pressures may be responsible for a govern-
ment's undertaking upgrading program in the first place, polit-
{cal dynamics may change. Projects at various stages in their
development have been terminated, i{nterrupted or diminished
because of shifting political support., The influence of
changing economic circumstances, too, may alter a nation's
priorities respecting support of its upgrading activities.,

Actual and potential problems notwithstanding, experience
over the last decade with upgrading projects {in every major
regfon of the world has taught us much about how to do this sort
of work. We have learned about conditfons under which 1t works
petter (and less well); and we have learned how to cope with
many of the problems that agencies should be prepared to en-
counter and address. Insights from this experience are high-
1ighted in the pages that follow.

What Upgrading Is

Ho two upgrading programs are exactly alike. The most
effect {ve have stemmed from careful study of the community to be
fmproved and 1ts needs, T om careful selection of the specific
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facilities and services that can be installed and from careful
planning with the residerts on what and when fimprovements will
be undertaken.

The actual improvement programs may vary but most, 1ike the
"kampung® {improvements pioneered 1n Indonesia 1include basic
{nfrastructure, i.e. piped water supply, sewer, and grading and
paving of certain roads. Where frequent and heavy rainfall
creates special problems {as in Indonesia, Thailand and the
Ivory Coast) stormwater drainage, erosion control and paving of
footpaths may 1ikewise become basic project components.

Beyond these essentials, quite a varfety of activities have
been tried.

In Peru's AlD-assisted upgrading program, for example, the
upgrading process begins with preparation of a nefghborhood plan
which shows an array of proposed physical {mprovements -- public
open space, community facilittes, vehfcular and pedestrian
rights of way and orderly delineation of lot boundarfes. Based
on the area plans, responsibilities for grading and paving the
streets and sidewalks, for {nstalling the water, sewer and
electrical lines and for building the various public buildings
programmed are divided among arms of the central government,
municipality and parastatal utility companies. Residents become
eligible for formal tenure on their Tots as a last phase of the
process, when the neighborhood physical improvement program has
been completed.

The AlID-assisted neighborhood upgrading program for Saoul,
Korea, was another that included preparation of a neighborhood
plan and demarcation of individual lots as the basis for award-
ing tenure. To minimize the need for relocating neighborhcod
residents as many housing plots as possible were laid out. Any
leftover, odd-shaped parcels unsuitable for housing were desig-
nated foir parks and recreation facilities.

Garbage collection stations are components of many coun<
tries' urban upgrading programs, and facilitfes such as
health posts, schoolrooms, community centers, parks and sports
£1e1ds may also be included.
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The Philippines' Tondo project has been one of the most
extensive, affecting thousands of familfes 1in Central Manila.
Its fairly elaborate program {ncluded reclamation of certain
low-lying areas with drainage problems, and preparation of
nefghborhood subdivision layouts. This process, called “re-
blocking®, involved demarcatfon of public rights-of way, sites
for future community facilities and findividual plot boundaries
which would eventually be the basis for providing sarvices and
for gqranting tenure to the occupants. The deansaly developed
squatter nefghborhoods willingly cooperated 1in the reblocking,
even though it meant major dislocation in certain blecks. By
and large, the neighborhoods remained intact even though essen-
t4al public services required some displacement.

In Tunisia‘s AID-supported Mellassine projact, social
services and activities to stimulate econonic enterprise ave
{ntegrated into the neighborhood upgrading scheme. Hother and
child health progranms, nutritional information, vocational or
literacy training, and technical assistance in support of loans
t3 small business are examples of the supplemental efforts that
have been mounted.

Soma projects in Lima, peru incorporate self-help construc-
tion of school classrooms and bathrooms (1.e. efforts in which
residents of the neighiborhood thenselves do the building with
materials provided by government or donor groups). Community
extension services from the Ministry of Agriculture offer resi-
dents plants and advice on reforestation and breeding of small
stock as nutritional supplements.

one of the most important components of an upgrading
project can be long-term loans for home {mprovement. The se
loans augment the benef ciary families' capacity and desire to
upgrade their dwallings along with the larger nefghborhood
improvements. AID {is making special efforts to include home
improvement Tloans in those neighborhoods where Jeasehold or
ounership tenure exists or 1s conferred as part of the project.

sfites and services projects on nearby land may also be
planned in conjunction with neighborhood upgrading. These oftan
have the express purpose of serving families who choose to
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resettie out of the neighborhood or find themselves forced to
move when Tlot boundaries are redrawn or infrastructure is
tnstalled, as occurred in Tondo,

In some of the upgrading areas -- notably Jakarta -- one
result of upgrading has been reduced overcrowding in densely
developed neighborhoods. By contrast, & key objective of the
Abobo Gare project in the Ivcry Coast {undartaken with AID
assistance) -- 15 to increase density in a neighborhood where
existing shelter {s both poorly serviced and scattered. In this
case, ircreased density will increase the number of rental units
available to low fncome tenants. It will also permit many
owners to expand sfngle story units into multi-story walk-up
apartments, thereby generating tncreased 1income that can be
taxed to help defray the cost of installing utilities.

Although the range and variety of components that comprise
upgrading projects can be guite wide, there 1ies at the heart of
each country program the fundamental objective of “catching up"
with the backlog of need to provide basic infrastructure for the
growing urbanized area.

Within ten years almost two-thirds of Jakarta's slum areas
(where 8C per cent of the city's population 1{ive) have been
improve¢ through extension of basic services., Since the early
1960s more Zhan 300 of the Lima, Peru "pueblos jovenes" (young
towns, as the squatter areas are called) have been designated
for upgrading in a major program to provide them with basic
{nfrastructure. Tho benofits of Honduras' upgrading program
(another AlD-assisted effort) will evantually reach 100,000
pecple -- 13 per cent of the residents in that country's two
largest cities, By 1981 the total number of plots expected to
benefit from Botswana's upgrading commitment was est imated to
amount to almost 30 per cent of that country's housing demand
over the last decade. Thailand fs building on the successes of
1ts first upgrading projects to place highest priority on neigh-
borhood improvement in Bangkok. They plan to upgrade
neighborhoods containing 30,000 dwelling units over a five-year
period,
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Context and Rationale

The Context

The primary goal of shelter policy and programs is improved
1iving conditions for the largest number of people. Howaver
broadly this goal may be defined, 1t means, fundamentally, an
expanded number of acceptabla shelter units (dwellings) 1n
suitable 14ving environments.

Today urban growth in virtually every part of the devel-
oping world has outpaced the ability of the formal sector to
bufld urban housing and {ts supporting 1infrastructure. The
problem 1is characteristic throughout the developing world.
Rural-urban migration and natural increase of the urban popu-
Jatfon have swollen the need side of the equation. Incomes are
low and 1ow-income households are numerous.

The litany of problems is familiar by now: the whole
system for supplying urban housing is not able to produce tt the
scale and rates of speed that have become necessary, or at the
price levels that these many new urban households can afford.
Regulations and standards build in added costs. Subsidized
housing for specific groups swallow resources made available
through government programs long before more than a fraction of
the national need is met, Issues of land speculation, price,
availability and tenure conditions add further complications.

The results, of course, are visible almost everywhere:
families managing for themselves somehow -- crowding into old,
run-down structures originally meant to accommodate many fewer;
others squatting in whatever space they can find at the urban
fringe or 1in pockets of marginal land anidst developed parts of
the cities. In helter-skelter fashion the families put up
shacks of whatever materials they can find. The settlement areas
ususlly lack acceptable sanitation and readily accessible
sources of safe drinking water or, in cases where these basic
{tems of urban {infrastructure are present, the systius' capaci-
ties are seriously exceeded.
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Sometimes the squatter settlements are highly organized,
with the community members themselves providing mutual support.
Sometimes the settlements are not comprised of squatters at all
but are neighborhoods on Tleased or owner-cccupied land, sub-
standard and 11legal mainly bocause they are not connected to
public water and sewer lines.

As solutfons to the problem of securing shelter, these
varfous types of settlement demonstrate extraordinary resource-
fulness and energy on the part of those who create thex.

Unfortunately, they also present some very serious public
kealth problems -- not only for the residents but for the larger
community. Even though the fnhabitants of the warginal nefgh-
borhoods suffer most from the poor conditions of their Tiving
environment, general health and safety are also threatened by
ravw sewage overflowing undersized pipes, mosquitoes breeding 1n
standing pools of water where drainage 1is inadequate, piles of
accumulated garbage or the acrid odors of open trash burning and
the steep-sided ravines eroded by years of heavy rafnfall.

An early strategy of governments 1in responding to these
problems was often to demolish the marginal settlements and
replace them with “proper® housing. The results of this
approach were universally disappointing, Only a small propor-
tfon of the original residents from the cleared neighborhoods
could be rehoused. The majority who were displaced added
further to the crowding in other, existing marg fnal areas or
they moved on to convert new areas on the urban fringe into
squatter settlements. The socfal fabric of communities that had
developed sometimes over twenty or thirty years was torn, and
the product of many families' efforts and {investments, cumul-
atively substantial though individually small, was destroyed.

Though done with the intention of moving a step forward,
the clear-and-rebuild approach proved to be a movement backward.
Demolition and relocation efforts of the Philippines, Tanzania,
Brazil, Kenya, India and other countries that have tried them
over the years have neither added to the {nventory of adequate
shelter nor discouraged the continued formation and growth of
squatter settlements.
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The number of households actually helped through these
efforts has been relatively small in comparison with the number
who received no benefits at all and, {indeed, may have f ound
their 1iving conditions worsened. Political protests follouwed
many of these attempts at clearance and relocation. One of
principal reasons why countries have, by and large, ceased to
demolish and resettle has been the fear of growing civil
disturbance if the practice continued.

Heed for a revised approach for dealing with marg inal
settlements has clearly been evident.

The Rationale

Realistic appraisals of the over all shelter situation 1in
one place after another have pointed to the need for policy and
action guided by saveral very basic considerations. It is in
response to these that upgi>ling programs have evolved as a
Togical strategy:

1. Greater efforts in the shelter fiald have been needed
thet concentrate on the households least well servad by existing
housirg construction programs, 1.e. people whose circumstances
led them to settle in the marginal areas and who are, for the
most part, at the bottom of the income ladder,

2. In the interests of environmental health, public order
and communfty stability, approaches are needed that can be
produce real banefits for large numbers of households fairly
quickly.

3. Heaw housing subsidfes cannot be sustained. It 1s
better to spread available resources by of fering Timited help to
a much broader spectrum of families than more elaborate housing
to a relatively few. Indeed, 1t is preferable to have schemes in
which {nvestment resources can be recycled. If beneficiary
households pay for the improvements they receive, even in small
amounts over long periods of time, then the funds for shelter
programs can be replenished and reinvested for the benefit of

additional households.
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4. Government can do only so much. Private resources and
the energies of individual families should be relied upon to the
greatest possible axtent. Existing community organizations,
too, should have a role in the effort.

5. An effort is needed to provide adequate shelter by
building on the base of the existing housing inventory. There
has to be an alternative to tearing down neighborhoods and
moving people around like so many blocks. The costs in human
fnconvenience and social disruption -- 1ike the costs in time,
capital and administrative resources ~- are simply not support-
able on a long-term basis.

6. Poor housing and Tlack of utilities are the most
obvious symptoms of deeper economic and social problems in
marg inal neighborhoods. Efforts to improve the physical sur-
roundings could become the vehicle in which social services and
aconomic development assistance are also introduced as part of
more comprehensive approaches to deal with urban poverty and
despair,

Upgrading programs have not been adopted everywhere without
resistance, however. Indeed, upgrading has often been extremely
controversial. Some gover nment of ficials argue that upgrading
perpetuates slums and encourages further squatting, and that
governlent-sanctioned programs should match the higher aspir-
ations of the country's people. Opponents of upgrading schemes
may hold that cost recovery is politically {nfeasible or {ideo-
logically inconsistent, and at best, very difficult. They may
point to other, perhaps more economically productive, alterna-
tive uses for specific pieces of centrally-located land occupied
by marginal settloments. Where squatters have occup ied
governaent-owned land, there are questions raised about
competing public needs for the land; and when privately-owned
tand 1s involved there are questions of adequate compensation
for the land owners.

In many cases difficult site conditions make the fnstalla-
tion of infrastructure expensive, The settlements are frequent-
1y 1in places subject to geophysical hazards -~ Tandsli1des,
earthquakes, or severe flooding. Actually, upgrading may not be
the best treatment for marg inal settlements in all cases.
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Even some who acknowledge the rationale for upgrading
believe this 1s not good long range policy for accommodating
urban growth. Their priorities for governmental action favor
planning and servicing raw land for residential development 1in
locations accessible to employment opportunities, They need to
be convinced it .is often possibie to do both.

Many of the counter arguments are persuasive, Understand-
ably, 1t 1s ¢ifficult for officials to settie for solutions they
fear compromise their values.

If tmproved shelter is to be national policy, however, {2
is fmportant to weigh thz factors in favor of upgrading and
carefully to compare fts costs and benefits, as well as {ts
timing and potential {mpacts, with those <f available alterna-
tives.

Perspectives shift when upgrading turns out, on balance, to
offer more impact for the mcney, greater feasibility or more
direct benefits to particular segments of the target group than
other approaches.

Those countries which have tested and subsequently expanded
upgrading into a major component of shelter and urban develop-
ment policy can testify to its value,

Operational Aspects of Upgrading

The :nitial Commitment

countries adopt upgrading as part of their shelter strate-
gles for a variey of reasons. There may be substant{ial pressure
from neighborhoods restive for improvement. Sometimes there are
policy commitments to divide avatlable funds forr shelter pro-
grams between new construction and improving existing residen-
tial areas. Occasfonally officials recognize that with the
1imited resources available, programs to build subsidized new
housing will have fnsufficient impact. In some places shelter
authorities have had difficulty finding well-Tocated sites for
substantial quantities of new shelter even when financing {s
available.
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Regardless of the jmpetus, it 1s extremely helpful for
national governments to perform affordability studies as they
formulate snelter strategy before 1initfating an upgrading
program. Affordability analysis 1s a means of analyzing various
kinds of shelter solutions and their costs in Tight of infor-
mation on household {income distribution and estimates of what
families at different income levels can afford to pay for
shelter. Given assumptions about available credit terms and the
proport fon of household fnceme a family can spend on shelter,
affordability studies can jndicate what kinds of physical
solutions -~ ranging from new housing of varfous types, to
upgrading, to nothing at all -~ households at various income
levels and locations can afford before any consideration of
subsidy.

An example of an af fordabi14ty presentation (in this case,
prepared by AID for swaziland) is attached as Appendix A. It
provides a perspective on the scale of potential benefits which
can be generéted through an upgrading approach (in terms of
aumbers of people whose Tiving conditfons can be affected). It
also provides a framework for relating the costs of upgrading to
those of other physical approaches (e.g. sites and services, and
construction of core housing) that can
realistically be included as alements of a country's shelter

strategy.

Other preliminary studies should also be undertaken before
determining. the precise locations and forms for upgrading
activity:

diagnosis of the range and variety of {infrastructure
and services needed to bring neighborhoods up to 2
basic standard of 1ivability;

evaluation of the tenure situstion of residents 1in
marginal neighborhoods (owners, renters, squatters)
and obstacles, if any, that need to be overcome before
secure tenure can ba granted to the residents, and

{dentification of entities (both public and private)
responsible for providing facilities and services.
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Finally, there should be a realistic assessment of
resources available for an extensive, sustained upgrading
effort, especially since an fnitial pilot program should be
designed 1n such a way that the country Egg_replicate it. This
applies to manpowar requirements and administrative capacity as
well as to investment demands. Estimates should be made of the
following:

funds available for both capital and racurrent costs,
from national {nstitutions and foreign lending

agencies;

resources of the beneficiaries themselves, {.e. how
much cost recovery can be expected and what system can
be devised to obtain payments on a regular basis
regardless of how small those payments might be;

capabilities of institutions that would play important
roles in implementation; and the amount of subsidy, if
any, that would be unavoidable 1f all {ntended
beneficiary groups are to be served.

When outside resources are in prospect and technical
assistance is available, there =ay be temptation to design a
pilot program which will prove too ambitious to carry on later,
when these 1nputs are not avajlable,

Site Selection

Political consideratfons figure prominently 1n choice of
site or sites for an upgrading effort, especially the initial
pilot undertaking. Nevertheless, ft {s extremely helpful to
establish criteria for site selection to guide the political
decistons. The location of a project area, the tenure and
income characteristics of {ts residents, and the strength of
local community organizations can all be significant factors in
a project's success.
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Some basic considerations are:

- Sites should be, in relation to the over all pattern
of urban development and surrounding land uses, good
residential locations for the target group, accessible
to public transportation, jobs, community facilities
and comercial areas.

- Sites subject to regular flooding, mudsliides, earth-
quakes or other geophysical hazards are not suitable
for permanent settlemedt and should not be selected
for upgrading urless there 4s no other choice and
mitigating measures can be included in the upgrading
scheme. Other conditions which may make installation
of .infrastructure costly such as steep slopes, sub-
surface rock, and unstable soils, should not, however,
be the sole basis for excluding an otherwise suitable
site from upgrading treatment. In some cities, sites
of this nature are the only options for informal
settiement,

- Costs of off-site infrastructure work should be mini-
mized by selection of si%es closest to existing major
{nfrastructure trunk lines (e.g. roads, water,
sewer). Assuming there is additional capacity in
these systems, nearby communities merit priority over
more distant neighborhoods where costly trunk exten-
sions would be needed prior to any work within the
nedighbor-hood.

- The existing tenure pattern is {mportant. Whether the
inhabitants are squatters, owners, renters or combin-
ations of these, relative availability of land records
and willingness of landowners (whether government or
private) to cooperate in regularizing tenure for the
occupants are critical factors in ultimate success.
Sites where most of the beneficiaries are renters pose
specfal problems for implementation and cost
recovery. When the project site has been publicly-
owned for some time or purchased by government
expressly for the purpose of carrying out the projouct,
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1t may be easier to grant tenure to the plots which
the residents Jccupy. Somecimes the 1rsues are not so
clear-cut. Yet advance knowledge and thought are of
great advantage in coping with such problems as may
arise during proJject im:lemsntation.

A cohesive community or a community organization that
understands and wants the neignborhood improvement and
is both capable and committed to support it, is one of
the most important factors. If there 1s no such an
organization prior to the project, stimulating {ts
formation may well be one of the first tasks for the
project to undertake.

Korea established specific criteria for identifying sites

in its suc

cessful AID-financed upgrading program:

At least 70 per cent of the land had to be publicly

owned. Where private land was jncluded, assessmants
were to be made on those parcels to racover costs of
upgrading the infrastructure.

Infrastructure {improvements could not require demo-
1ition of more than 15 per cent of tho neighborhood's

existing dwslling units.

The need for replacement housing (beyond requ jrements
to accommodate households displacaed by {infrastructure
improvesents) should not exceed 10 per cent of the
remaining stock of units.

Required off-site infrastructurc {mprovemants should
be no more than 5 per cent of estimated over all
{nfrastructure costs for upgrading tha neighborhood.

Based on preliminary socio-economic surveys, at Teast
90 per cent of the neighborhood's houssholds should
have incomes below the city's median.

The costc of infrastructure {mprovements to the area
had to be recoverabla by land gales at prices that
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enabled at least 90 per cent of the resident house-
holds to afford the plots they occupied. Municipal
revenues from these ot sales were to be the basis for
repayment of the TJloans that financed the i{nfra-
structure,

Korea's program of squatter settlement upgrading was unde -
taken in context of natfonal land use and housing policies wh i
emphasized high-rise, high density multifamily apartment con-
struction to achieve the greatest possible {intensity of urban
land use. Upgrading was applied to residual pockets of Tand
where displacement for such transformation did not appear
soctally or politically feasible.

By way of contrast, twenty years 2ago Peru elavated her
commitment to upgrading as a major component 1n shelter policy.
That country's improvement program for the *yueblos jovenes and
similar areas® deals with several types of informal settlement:
scattered pockets amidst other central city development;
squatter finvasfons at the urban fringe; and areas originally
established as temporary shelter for disaster victims but now
pressed into permanent service. Neighbortioods excluded from
potential {mprovement under the upgrading program are those
subject to severe geophysical hazards. Most newer Barginal
settlements (“invasions®) that have come into existence since
the upgrading program was promulgated lTack official recog-
nition. Consequently they are also ineligible for inclusfon in
the program at this time.

In Peru, the existence of active comeunity organizations
capable of promoting resident participation has been an essen-
t{ial factor 1n assigning priorities to {nd{ividual neighborhoods
where upgrading is financed with AID assistance. The community
organizations have been the necessary mechanism for actively
promoting participation of nefghborhood residents tn making
household connections to the finfrastructure system and gaining
their commitments to pay for the new service.

Potentfal cost recovery has also been a factor in site
gelection In the Ivory Coast., Abobo Gare, the major AID-
financed pro ject fn Abidjan, is almost entirely on land owned by
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people whose ownership title can be readily documented. Most of
the many thousand residents are renters. Renting will continue
after the upgrading work 1s complete, but the owners will be
assessed the improvement charges for the upgrading work,

Project Planning and Design

Upgrading is an extremely complex activity that has to be
orchestrated carefully. In many respects it {is much wmore
compiex than building new dwelling units in new neighborhoods on
undeveloped land. he components and sequencing of an upgrading
pro Ject need to be thought through in advance, and there {g a
heavy premium on adequate community support, Two basic steps
are involved: infttal physical and socfal surveys and project
design,

The Surveys

careful and complete physical surveys are the first essen-
tial. The neighborhood must be mapped and fts characteristics
delineated, e.g. topography, existing dwellings and thair
conditions, and existing utilities. Aerial photographic surveys
supplemented by detailed on-site investigation are the usual
geans of recording and analysis. Appendix B provides an 11lus-
tration of the types of physical surveys needed in advance for
an upgrading arca in Turkey.

The socfal-economic survey of ared residents 1s equally
critical. By now most countries have avaflable tcaws of
resident interviewers (from universities, consulting groups or
special units within the upgrading program agency) who can
desfgn and carry out survey work. It is important to utilize
such local teams bocause of their ability to establish rapport
with neighborhood residents. The quastions to be asked will
often touch sensitive nerves, and confidence in the intervievers
ts critical.
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Information should be sought on:

nusbers of residents and household composition

- status of land ownership and household tenure

- economic activity of all household members and income
generated from all sources including rental paymant of
tenants

- current outlay for shelter and related services
including unit rentals or ground rent, other fees or
property taxes paid 1f any, expenses for water,
electricity, garbage collection or other services

- residents' {nvestments In their present dwelling units
and plots, including building materfals and labor
represented by present shelter

- desire and willingness of households to pai for infra-
structure {improvements (e.g. connecting to a public
sewer)

- desire and willingness of households to make {mprove-
ments or expansion of their dwellings

- perceived problems in the neighborhood and residents’
preferences for project priorities

If possible, the interview program should provide the resi-
dents with a picture of what typas of improvements given sums
could buy and what their choices might be.

Residents of an upgrading area should be allowed the mexi-
mum Teeway to choose from among alternative project elements,
with understanding of the budget trade-offs i{nvolved. In
numerous Peruvian “pueblos Jjovenes®, for example, residents
expressed preference for electricity and street lights over
individual piped water connections. Their argument was, “even
though water purchesed from itinerant sellers cost more than
piped water, electricity could not be truched into the neighbor-
hood.” Power was, therefore, their preference.
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These types of survey data are important, both for project
design and for the long-run need to monitor and evaluate project
performance in inducing change.

Lack of such survey data could affect pro ject perforaance.
In one Latin American country the first upgrading projects were
ve jected by people 1iving on the selected sites when these resi-
dents were prosented with the already-angineered schemes and
told this what they were getting and would have to pay for. In
another country, rough estimates of productfon costs were made
and sisple *rules of thumb® concerning percentage of fncome that
households could afford to pay for shelter were usad in the
pre liminary affordability analyses early fin the project
planning. Later, as the project proceeded toward completion,
understanding of the changing real market conditions became more
clear and the project scheme was modified accordingly.

Although somc changes will usually be required to meet
unforesean developments, lessons from experfence show that
pro jects can be more effectively kept on target when more
refined data about the beneficiary group (Iincluding their
opinfons) are available in the planning stages and when cost
computations are also more refined.

In Korea, for example, the impacts of inflation over the
project fmplementation period were taken into account as well as
pro jections of income trends among the grow of familfes the
project was intended to serve.

Efforts should be made to recognize the {impacts on house-
hold budgets of all expenses fmplicit in even mintmal shelter
solutfons. These include the combined costs of wmunicipal or
utility user charges and surcharges imposed as means of financ-
1ng infrastructure improvements, {nvestment in dwelling improve-
ments plus the {nterest and, possibly, i{nsurance expenses
entailed in financirg them through home improvement loans.

In one AlID-assisted Panamanian project area, almost two
years af ter completion of a new sewage system, no more than 30
per cent of the households with access to the sewer had con-
nected their dwellings. For many the costs of indoor plumbing
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f1ixtures were prohibitively high. Those households which made
the connections fairly promptly tended to be ones able to
finance the {improvements out of their savings or possibly an
fnheritance. The extent to which project area families had
access to such a resource could not be learned from the {initial
generalized salary {ncome estimates. Nor, indeed, could the
willingness of families to take on increased expenses for
shelter even when presented with opportunities for substantially
fmproved tenure and services at {theoretically) affordable

prices.
Project Degigg

once the survey informatfon has been analyzed, a project
plan is prepared. In designing the plan 1t must be recognized
that upgrading takes time and requires a seqience of actions
which must follow each upon the other in some orderly fashion.
A physical plan for the upgrading refghborhood should 11lustrate
a series of stages in which the implementing measures are {den-
tifted. (Fatlure to do this has been one of the problems facing
Tunisia‘'s Mellassine project.)

In preparing the upgrading plan it 1s better to keep the
physical elements as basic and as simple as possible, even if
they are restricted to minimal {infrastructure (water, sant-
tatfon, access improvements, and drainage). Apart from afford-
ability considerations, project designers should recognize that
administrative requirements are often new and unfamiliar, diffi-
cult enough without compounding problems of coord ination. it is
in the planning stage that the more complex elements of a
possible project, a.9. social and economic development services,
and relocation of familfes should be thought through and their
financing and fmplementation assigned.

Above all, it is important not to promise the residents of
the upgrading neighborhood more {mprovements than can realistic-
ally be delivered. The people must not suffer from unfullfilled
expectations.

At the same time work should be initiated to help residents
understand the {importance of their payments 1in the scheme,
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precisely what those payments are to cover and what penalties
will follow 1f there is failure to pay. Families should not,
for example, be led to believe their monthly service payments
are buying them tenure (as happened in a Botswana sites and
services pro jects) if this is not the case.

sti11, the burden {is on the government to astablish imple-
menting mechanisas for the upgrading effort which can deliver
what is promised,

Cost Recovery

If upgrading {s to have either long term or widespread
effectiveness as a means of resolving 2 society's shelter
problems, cost recovery measures need to be built into project
design from the outset. pasically, people will pay something,
if not the whole amount, in return for reliable municipal
gservices. In general, where cost recovery has bean a problem,
{t has not been because the beneficiaries were unable to afford
payments. In some cases, the residents have not clearly under-
stood wha' - .8 expected of them and how payments relate to
project ben :i:. Sometimes payments were linked to expectation
of service:, usu when those services were not delivered, area
residents withheld payments.

Cust recovery {ssues were a stumbling block 1n Costa Rica,
where the proposed upgrading program never did come into being.
There the first problem was the complexity of the proposed
valorizatfon tax scheme. A greater problem, however, was per-
ception by the decision makers that poor people would object to
carrying the full costs of improvements for their neighborhoods
when middle and upper income residents in other communities were
exempt from such Tlevies, Clearly, equity in lewing service
charges or taxation will be a major 1issue in cost recovery
programs for basic urban services, expecially those which
involve lower income families.

successful cost recovery requires more than an equitable
scheme, however. The responsible authorities must maintain
sccurate, up-to-date records and take on a full commitment to
make efficient collections. This includes willingness to impose
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penalties and take other measures in cases of delinquency. When
water or electric service 1s cut off for non-payment of charges
the relationships ore immediately clear.

There is a great varisty of successful cost recovery
schemes:

-~ In some AID-assisted projects in Peru, a housing bank
lends to parastatal utility companies (wator/sewer and
electricity) to Luild the distribution Tines in up-
grading areas. (Costs of capital improvements are
recovered from the beneficiaries through surcharges on
thefr utility bills. Delinquency results in cutting
of f the customer's utility service. Tenure granting
has often lagged behind this activity. Consequently
the municipality has held of f plot taxation and is not
yet able to recover costs of improving 1{ts own
services such as garbage collection and {nstallation
of park and recreation facilities in the upgrading
neighborhoods.

- In the Ivory Coast, cost recovery tn the AID-f{nanced
project is to be achieved through a betterment tax
imposed on property owners. It 1s expected that they
will pass the expense on to their tenants through
charging higher rents. Increased density {in these
areas will eventually ‘help spread the costs of
infrastructure improvements among more dwelling units.

- sale of plots to the households occupying them is the
means by which the wmunicipalities raise funds for
defraying improvement costs under Korea's AlD-assisted
upgrading program. In effect, the city provides the
financing for the difference between the land price
and the infrastructure loan, Cities are ancouraged to
set Tot prices as close as possible to market values,
while keeping within the affordability parameters for
area raesidents, The hope is to suppress speculation
and replenish a continuing funding source for
subsequent upgrading efforts.
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- In Botswana, the 01d Naledi and subsequent upgrading
projects have involved granting of tenure by the town
in the form of a “certificate of occupancy® rather
than fee simple title to the land, Monthly payments
of a "service levy" are charged to cover costs of the
{nfrastructure installations, user fees for water from
the shared standpipes, garbage collection and street
1ights where they have been installed. No home
improvement loan mechanism 1s 1in effect yet because
lending institutions do not recognize the certificate
as a basis for a wmortgage. Nevertheless, many
families have found savings or other sources of funds
for dwelling improvements,

- It is a matter of principle in Honduras that every
beneficiary must pay something for jmprovements in
urban services, even 1f they cannot afford their whole
share. In the AlID-assisted wupgrading projects,
Tegucigalpa has been using valorization assessments to
recover the costs of water, sewerage, and electricity
iuprovements. Assessments may be made at full share,
but payment terms are taflored to the families'
abi1ity to pay. In individual cases of extreme hard-
ship, payments may be waived temporarily. For families
at the Towest end of the income scale, tax 1iabilities
may be partially subsidized out of a City revolving
fund. Promissory notes are signed by ind{vidual bene-
ticiaries and by the Tocal community organization for
the group collectively. This scheme is described in
greater detail in Appendix C.

- In San Pedro Sula, where the municipality is, itself,
the water and sewer authority, costs for these instal-
latfons are amortized through a surcharge on the
users' monthly bills.

Implementation
Another of the most difficult challenges to overcome, along

with cost recovery, 1s coord ination of various governmental and
parastatal agencies responsible for elements of an upgrading
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pro ject. Governmental structure is Jjust not geared to handle
easily remedfal construction and socio-economic welfare work
that 1. volves close coordination of diverse institutions. Unfor-
tunately, there is no general rule for easy implementation, but
careful advance planning can help prepare for many types of
problems before they occur. Efforts to establish communications
channels among all parties involved in the project -- Tland
owners, site residents and fnstitutional officials alike -- and
procedures for resolving conflicts may not prevent all con-
flicts, but may well provide means of resolving them more
smoothly without sericus damage to the project performance.
gach society has to devise approaches appropriate to 1ts own
{nstitutional structure and culture.

The Mellassine case in Tunisia which 1s described here
{111lustrates the scheduling difficulties that can occur when the
principal {implementing agency (the Municipality) lacks control
over priorities 1n central government agencies which must make
major, complementary contributions.

Other problems are encountered, however, when {implemen-
tatfon is assigned to a central government agency farther away
from the usual locus of responsibility for municipal development
matters. In Peru, officials of national government get bogged
dowr under mounds of administrative details. Reglonal offices
of these agencies have problems achieving coordination with
{ndependent parastatals and other branches of their own mini-
stries. When work 1s close to completion and the municipality
{s to take over, the upgrading neighborhoods then become loath
to give up their sprcial favored-client status with the central
government authorities. In Thailand, the central National
Housing Authority has consolidated responsibility for making the
physical {mprovements 1n neighborhoods, but has considerable
difficulty in getting the municipalities to take over mainte-
nance of the improvements once completed.

In Panama, a special High Level Commissfon was set up to
preside over development of the large San Miguelito District
project area. Although given broad powers to deal with land
tenure, infrastructure, housing and other construction, this ad
hoc body was disbanded four years after its creaticn., Its
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technical staff have come to assume 1ittle more than a vestigial
role., Real rasponsibility liess with the elected officials of
the District's five subdivisions. Being electoral-representa-
tional districts rather than administrative units of local gov-
ernment, they have Tacked sufficient staff capacity, resources
and supervision for these tasks. Llocal government at the
pistrict level 1s too weak, and too lacking in resources to
carry on with upgrading programs similar 1n nature to the demon-

stration program.

This case points up the danger in creating special insti-
.utional entities to carry on new functions such as upgrading.
Coordination 1n government {s hard enough to achieve without
creating additional layers.

Nith upgrading, the objective should be to institutionalize
the process, Catching up with unmet noeds for basic services
should become a normal activity in the business of those exist-
ing agencies who already have rzsponsibility for managing urban
development. Where municipalities are rasponsible for providing
most urban services, can develop the capacity to manage upgrad-
ing proJjects, and have the prospect of securing sufficient
resources to carry out the upgrading program, primary rasponsi-
bility for upgrading activities should probably be with the
municipalities.

It 1s probably best to {initfate upgrading efforts with
projects that are ralatively simple, and comprised of only a few
essential componants. It is desirable to design proJjects that
can be carried out by the small numbers of personnel 1ikely to
be available when the program is just beginning. Ne ighborhood
projects can be permitted to grow later, in accordance with
desires and resources of the respective coamunities, and as
program staff increase in size, experience and skill.

When social programs and econonic assistance are incor-
porated into upgrading programs alony with physica?! improve-
ments, it {s desirable that staff be resident 1n or near the
project nefghborhoods 1n order to maintain daily contact with
the community.
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Mellassine Case Study

Tunisia’s Mellassine project provides an excellent example
of approaches, successes, and shortfalls 1in an upgrading
program. It has been financed with a USAID Housing Guaranty
Loan and funds from the Tunisian Government (60T). Implement-
atfon is primarily the responsibility of the Municipality of
Tunis. Preparatory work on the project began during the mid-
1970s. Actual construction of improvements began 1n 1980.

Tunisfa's dnterest in upgrading came only after the
sclassic® attempt to eradicate slum and squatter housing in
Tunis had been tried with 1little success. social cohesfon 1in
the remaining marg inal areas was fairly strong, and there were
growing instances of unrest, including riots, over economic
conditions. Something had to be done to demonstrate that
government was concerned wWith the stability and support of these
neighborhoods. After preliminary studies with AID and the World
Bank, certain arecs were selected for upgrading and social/eco-
nomic assistance. Mellassine, a densely populated nefghborhood
with serfous physical and economic problems and urgent need for
remedial action, was a clear choice.

In 1979 the neighborhood had 45,000 people 1n 4,000
dwelling units situated on about 130 hectares. Only 56 hectares
were actually developed, Ovarcrowding was intense. According
to the socio-economic survey conducted before initiating the
program, there were an average of 10.1 people per household, 1.9
households per dwelling unit, and 3.6 peopla per room.

Mellassine was very well located with respect to employment
and potential services. It adjoined the central area, had good
public transportation and was close to a major hospital, Water
and sewer systems were already installed. only 41 per cent of
the households had water connections, however, and 64 per cent
were connected with the sewer,

Most of the bufldings in Mellassine were constructed of
masonry and other durable materials. The road system was fairly
regular, although streets were unpaved and drainage was
terrible. The nefghborhood was, in fact, situated on marginal
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land at tha edge of a salt lake and was subject to sovere
seasonal flooding.

Unemployment was high in Mellassine. Despite the fact that
the neighborhood was the center for a "District® 1n Tunis and
had both district headquarters building and police station,
community facilities and services were practically non-existent.

About 50 per cent of the population were under the age of
20. The 63 school classrooms in the neighborhood were in a
ratio of 1.75/1,000 children, compared with 2.6/1,000 in the
city as a whole. Schools were operating with three shifts per

day.

Tenure 1in Mellassinc was quite mixed., There were many
squatters who had constructed and occupied dwellings 11legally,
as well as many legitimate tenants and homeowners. The Munici-
pality already owned portions of the land, but there were
absentee and rusident private owners and many parcels on which
Tand title was cloudy.

Init{al Planning

Coneiderable preparatory work was done before design of the
actual upgrading program. One of the most important steps was
the detailed survey of physical and economic conditions in the
neighborhood commissioned by the Goverment of Tunisfa. Skilled
{nterviewers were employed, and the baseline data derived were
utilized 1n program design. They ere, today, also helping both
the Tunisian authorities and AID to monitor progress.

Simultaneous with the survey, work began on preparation of
a detailed physical master plan. This plan, completed in 1979,
portrayed all the physical improvements to which the Tunisian
authorftios would commit themselves: road and utilities
systems, new schools, markets, sports fields and other community
faci{lities, and areas for expanded housing and sites and
services. The document was an *end state" plan, That is to say
1t presented a new portrait o Mellassine for a time when all
the physical improvements would be complete. It did not include
a schedule or a phasing program for the improvements themselves,
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an omissfon that was to become a problem as implementation
proceeded,

In addition to the physical improvements, decisions wera
made to conduct a program of economic and social assistance in
the neighborhood. Also supported by USAID funding, this prigram
was to involve 2 team of Tunisfan professionals with advisers
from the U.S., who would be stationed within the neighborhood.

Cost recovery was to be an important feature of the
Mellassine program. A scheme was to be devised for long-term
repayment of installed utilities by the beneficiaries. Tenure
was to be granted to the residents, and home improvement loans
would follow. In respect to all thase institutional matters,
Mellassine was to be the pilot project through which approaches
could be developed for application in other neighborhoods else-
wherg 1n Tunisia.

Primary {mplementation responsibility lay with the Munici-
pality and 1ts public works department. Public Works was to be

directly responsihble for certain improvements. It was to coor-
dinate other construction efforts that would be carried out by
varfous national ministries and parastatal organizations in the
project neighborhood. The Municipality was also responsible for
the socio-economic team.

Detailed design and {mplementation began in 1980. The
results after two years are described below.

Physical Improvements

One of the principal objectives in Mellassine was to move
rapidly with basic physical improvements, thereby demonstrating
the Government's sincerity in upgrading the neighborhood. Rapid
results were achieved for those projocts directly implemented by
the Municipality and by certain powerful parastatal organiz-
ations that agreed to give the project priority.

A specific physical objective was to upgrade 27,000 11near
meters of roads through stabilization, paving, curbing, etc.
The municipality handled the work and by early 1982, 50 per cent
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of the target had been reached. Already the neighborhood Toolied
clesner and neater than other nearby wmarginal settlementx.
Garbage collection could be done regularly and thoroughly, and
the streets of Mellussine beceme less and less distinguishable
from regularized settlenments elsewvhare. Mellassine had no local
‘market prior to the project. A new market, buflt by the munici-
pality, was almost ready for occubéncy by early 1982.

parastatal organizations moved rapidly as well. The water
target was to install 10,000 meters of 1ine and direct hook-ups
to the vast majority of dwellings which had lacked service, By
early 1982 (within less than two years) this work was 95 per
cent complete. The sewer target was to improve the system and
install 7,000 meters of 1line. This was totally completed.
Mellassina had lacked street lighting, & factor in serious crime
problem. The installations were all in and operating by early
1982. The utilities agences had movec¢ swiftly utilizing skilled
crews, and had performed the work within their original budget
estimates. Tangible {mprovements were taking place. in
Me 1Tassine.

Work did not move so smoothly on more complicated physical
changes or on projects for which otkar government agencies were
responsible.

A new shelter program was also designed for Mellassine on
. some of the still-undeveloped land. The Municipality was to
provide relocation housing for some of the families displaced by
utilities {mprovements and generally to reduce overcrowding.
A1l told, 87 core units and 300 Tots for sites and services were
designated. The project had serious design and cost problems
and was re-designed before the AlD-assisted financing could be
approved. In the meantime almost all the displacement for
uti1§ty construction had occurred and, as no units were ready,
the households had to relocate elsewhers.

Another serious problem was that new drainage problems were
created for some of the housing land more severe than the
original flooding problems at the outset of upgrading activity.
This, too, delayed construction. Serious migcalculations had
been made concerning the drainage {issue, long-recognized as a
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major site problem in Hellassine. Due to certain nearby highway
construction done by a government agerncy totally independent of
the HMellassine plan, much of the project area -- including
vacant sites programmed for community facilities and new housing
-- was flooded during rainy periods. While steps have been
taken to rectify the problea, 1t will take considerable time and
expensa.

Thus while major improvements have fndeed occurred 1n
Mellassine, 1n one respect, basic physical conditions have
deteriorated.

Over and above the flooding problem, however, 1t was also
clear in early 1982 that critical community facilities commit-
ments had not yet been made by the responsibile agenc es outside
the municipality. School overcrowding had, for example, been
targeted as a serious problem. Four new schools were included
in the master plan, but only two classrooms were actually under
construction and no new tacilities had been programmed. A
similar situation pertained to a di spensary, gymnasia and sports
tields, a cultural center, post and talegraph office and police
stations.

Scheduling and construction of all these facilities were
under central government ministries. Other than persuasifon, the
Municipality could not exerc ise any influance on the schedule or
budgetary commitments of these ministries. Since a timetable had
not been established at the outset of the project, to which all
participating {nstitutions were committed, there could be no
guarantee of when or whether the facilities would actually be
built.

social-Economic Components

Undert aking direct socfal and economic assistance to a
marginal neighborhood wus a new activity for tha Government of
Tunisia. Mellassine was the first project. As a t1irst project,
1t suffered from organizational ditficulties, financial con-
straints and delays. Unlike the physical improvements for which
object ives could be set forth quite precisely, thi< component of
the project presented the Municipality and the professional
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staff with considerable difficulty as they struggled to define
goals and specific objectives. As a result, much of the socio-
economic work Tagged behirnd the physical {mprovements.

Nevertheless the members of the professional team yrew
adept at winning the con? idence of Mellassine residents. They
were headquartered in the neighborhood, and their dafly presence
represented a targible sign of government sincerity about
providing service to the community. In the period of less then
two years there were some striking accomplishments.

The team set up a vocational training program to teach
toenage girls skills, primarily sewing. A nearby training
center was augmented with staff and equipment, and some 300
young women were the benaficiarias. Surveys of maternal health
and nutritional conditions were undertakan and programs of
information and re-educatfon initiated to reduce infant mortal-
1ty. An extensive program of family case work was begun,
involving almost 1,500 visits in 1981, within which the project
staff dealt with financfal, housing, employment and cther
problems. A 1{iteracy program vas initiated, in which over 100
residents were enrolled.

Although long delayed, by March 1982 an AID-assisted credit
program for small businesses {n the area was Taunched. Indeed,
a surprising number of small firms were discovered through a
direct survey in Mellassine, far -ore than had been antficipated
in the census. Once the recipients of the business loans were
{dentified, the project -- again with AID support -- was to work
with each beneficiary helping to convey basic bookkeepiny and
management skills while the loan was being repaid.

Perhaps the most striking achievemant of the socto-sconomic
group had 1ittle direct fmpact on Mellassine itself. After two
years a well-functioning team of diverse professionals had been
created, with relatively high morale despite a series of frus-
tratfons. They began to operate as a team which could serve
Mellassine and/or expand to other neighborhoods as resources and
government comaitments to upgrading {increased. Yet the team
gembers, themselves, acknowledged 1t would be extremely diffi-
cult to identify specific results of their work in Mellassine by
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measures of social and economic well-baing of the neighborhood
residents. The probless were too great. The time had been too
short, and the basic poverty Tevels persisted,

One example of conditions that resisted amelfioration was
unesployment. While the project team had initiated skills
training for girls, 14ttle progress was made on jobs or training
for the large number of unemployed men. Some work was found on
the municipal construction jobs. These terminated when the
pro jects were complete, however. The parastatal agencies,
furthermore, declined to employ labor from the project area.
They had their own tradined crews and did not want to *dilute”
progress by taking on unskilled residents.

Other Issues

in respect to two of the original objectives, very Tittle
progress had been made by sarly 1982, Cost recovery was one of
these. The Municipality had designed a systex for Tevying
charges on residents to defray the costs of water, sever,
lighting and other {nstelled facfilities. A computerized
record-keeping system was also established. No implementation
had taken place, however, as the precise organizational respon-
sibility for coliection remained to be defined. Meanwhile, many
of the cacilities were {nstalled and the residents were bene-
f1ting from the service. Thay know charges will one day be
levied, yet, the longer it takes, the more they are Tikely to
resist paying.

Devolution of Tland title is the other. Assuring secure
tenure had been a major goal of the project. Here, too, {mple-
mentation proved a much mors complicated affair. The city had
taken the first step of expanding municipal ownership into some
of the properties which were eventually to be conveyed to resi-
dents. Decisions had been taken to establish sonme form of
Tong-term leasehold that would provide security and mortgage
ability for housing improvement . Nevertheless, as in many other
countries, clearing up title issues was proving to be a Tlong,
slow process and 1t looked as if some time would be required
(st 111 1ndefinite) before actual title transter could occur. As
& result, loans to individual families for improving their indi-
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vidual homes have not yet been made and as of 1982 relatively
few properties had actually been upgraded.

Yet another 1ssue underlies much of the Mellassine activity
-- community participation. Given the political and traditional
structure of Tunisian society, there has been relutively little
oxperience of neighborhood participation in major public deci-
sions. Except for the initial dfagnostic surveys, the residents
of Mellassine have had Tittle direct input into the design and
placement of the public works improvements. Even in the socfo-
economic support, decistons have been made by the authorities
first and informatifon about them, conveyed to the residants
afterward. There is a deep concern within the Municipality as
well as the project team that community participation has been
insuffizient, but no clear 1ideas have yet cmerged on how to
increase that involvement without risking lToss of control.

Two Cases vrom Latin America--Upgrading in Panama and Honduras

The upgrading experfence of Panama and Honduras, undertaken
with funding through USAID Housing Guaranty Loans, 1llustrates
more of the range and varfety of situations in which this
approach can be applied successfully.

The two Letin Agerican programs, like Tunisfa's, were a
significant departure from earlfer shelter efforts that could
not meet the needs of low income families in terms of afford-
abj11ty, scale of production or political acceptability. 1In
Panama, as in Tunisia, upgrading was a response to civil dis-
turbances by residents of marginal settiements who could no
Tonger tolerate their 1iving conditions. The Honduran effort
grew out of a systematic exercise to assess housing needs and
formulate national shelter policy.

These two programs differ considerably from Tunisfa's in
scale and emphasis. For many years Mellassine had been a
clearly-defined marginal settlement, close to the city center.
Because of {its marginal status it had baen bypassed by the
{nstitutions responsible for the extension of infrastructurc and
services in the metropolitan area. By contrast, upgrading
proJjects in Panama and Honduras focus on the developing edges of
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the major cities, where the bulk of recent urban growth has
occurred without benefit of orderly land subdivision process or
adequate urban {infrastructure and services. These are broad
areas encompassing multiple neighborhoods where population
growth has outpaced the capacity of the responsible institutions
to serve 1t. Some of the neighborhoods are squatter settle-
ments, but many are not, Faaflies that have bought and paid for
their plots cannot secure proper legal title because required
{nfrastructure 1s lacking.

Thus provision of basic infrastructure and regularization
of tenure have been the main thrusts of upgrading activities in
the case of the two Latin American countries.

Background to the Panama Project

san Miguelito, location of Panama's upgrading project, 1s a
district covering some 51.3 square ki'ometers, about 15 to 20
miles from the downtown center of Paiama City. From the begin-
ning of 1ts urbanization in the early 1950s through establish-
gent of a San Niguelito District separate from Panama city 1in
the late 1960s, growth was substantial. It wes modest, however,
compared with the population explosion of the following decade.
Between 1970 and 1980 San Miguelito grew from 75,000 to 175,000
(averajing 13 per cent per year as against Panama's over all 3
per cunt) . Today San Miguelito is the second largest urban area,
after Panama City itself, with 10 per cent of the country's
populstion.

san Miguelito was the primary land reservoir for expansion
of physically constricted panama City during these years, but
1ts growth was uncoordinated and uneven and living conditions
were, for the most part, poor. Development sprawled without any
sort of urban center as a focal point for comserc 1a1 activity
and comaunity services, although a few shops had appeared in the
earliest-settled southern section nearest the Panama City line.
Two major highways crossed San Miguelito (the Trunsistmica from
Panama City to Colon and the Tocumen Airport Road), but no other
major infrastructure had been installed.
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some large estates and middle class suburban developments
were in the eastern sector. Housing projects for mostlymoderate
income families had been built by Government in a number of
locatfons. Several minimally serviced resettlement areas had
been created by Government during the previous 20 years to
recefve families displaced from numerous ifnner city
redevelopment and public works sites. Extensive squatter
settlements were scattered in between, often on the steeper,
less accessible hillsides.

Nature and the tropical climate softened the general
appearance of San Miguelito with lush vegetatfon, but at close-
range the area was not so attractive. Almost one-third of San
Miguelito had no water at all other than what was brought in by
tenk trucks. Communal standpipes supplied water to some of the
resettiement areas. Elsewhere wells yiolded water of dubfous
quality. A primary water 1ine was extended to San Miguelito 1in
1974-75 but financing dia not materialize for efther a distri-
butfon network or expanston of service into the Tlower-income
neighborhoods.

Two-thirds of the District of San Miguelito had no access
to sanitary sewers. Many of the septic tanks were badly contam-
{nated. A few neighborhoods had communal electrification but
large, heavily populated sections were entirely without street
Tights or individual house connections For electricity. Unpaved
streets and footpaths, more frequently in muddy condition than
not, served for circulation in most of the neighborhoods. Even
in government housing projects where there were paved streets
residents complained of the lack of public transportation. All
District residents were affected by the lack of schools and
health facilities, and the great distance from shops and
services.

About half San Miguelfto's labor force was employed 1n
panama City. Other residents worked in the {industrial area
bordering the Tocumen Afrport Highway, which was not much
nearer. Unemployment in the mid-1970s was 15-20 per cent, and
median income of families 1n the District was estimated at half
that of Panama City.
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Much of the land in San Miguelito, spart from saveral large
estates and the few middle class suburban developments, had been
purchased by the Ministry of Housing for pro jects under its
housing construction program.

Looking toward the future, in 1974 the Ministry prepared a
plan for the pistrict as a whole. The plan recommended develop-
ment of a new city on an open 700-hectare tract in the northern
sector, and an integrated {mprovement program for the more
densely settled, older and underserviced southern sector. The
western part of San Miguelito, between the main highway to Colon
and the Canal Zone, was seen as 3 long-range development area
whose future would be bound up with the canal and abutting lands
when ultimately transferred into Panamanian jurisdiction,

In 1975 a high level commission was created to address San
Miguelito's cemaunity development needs 4n an {ntegrated
manner. Headed by a presidential appointee, the High Level
Commission was composed of representatives from the parastatal
utility agencies (IRHE for electricity and IDAAN for water and
sewer), the Ministries of Public Works and Housing and the
Ministry of Economfc Planning and Policy. For two years 1t made
virtually no progress in implementing the pistrict plan.

The Municipality of San Miguelito was, anc {s, the general
purpose government for the District. Lacking resources and
staff, however, 1t has no real authority over community develop-
ment and services. The pistrict 1s subdivided into five
sections for the purpose of political representation at the
national 1level, however. Although these subdistricts or
»corregimientos” have neither resources nor staff for admini-
strative activities, to some extent their elected representa-
tives do lay claim at the national level for resources on beha 1f
of their constituents’ interests. This 1s essent fally what
happened when political leaders from san Miguelito met with
panama's President early 1n 1977 concerning some serfous public
disturbances in their District.

At the time of the Ministry of Housing plan there were an
estimated 18,000 squatter dwellings {in San Miguelito, most of
them in the southern sector, and they were increasing by 2,000
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each year. Averaging between 5 and 6 persons per dwelling unit,
the population in the squatter settlements had grown more than
110,000 by 1976, and they were frustrated with the Tlack of
visible improvements in the quality of their 11ving conditions.

Riots.lﬁnsucd.

Init{ial Planning

The political action and presidential meeting galvanized
the High Level Commission and the parastatal agencies into
action. Within the next few months each component agency under-
took essentfally its own survey of immediate needs and priority
pro jects. There was no rsal substantive consultation with the
municipality. community participation, to the extent It
occurred, was a matter of what the subdistrict politicians chose
to tell their constituents about the project.

A USAID Housing Guaranty loan was authorized in the fall of
1977, to finance a program {ntended ultimately to benefit 17,000
families -- almost half the population of San Miguelito. With
the first monfes from the loan the High Level Commission created
a revolving fund from which 1t nade disbursements to each par-
ticipating agency, and construction began in February 1978,

The proJject consisted of four basic {nfrastructure sub-
programs: water and sewer, electricity and roads, each assigned
to the agency traditionally responsible. The municipality was to
carry out inspections, survey and record the dwelling plots, and
register the titles {n the names of the occupant families. A
housing subprogram was {ncluded with the intent to provide
shelter for an astimated 2,500 households to be displaced by the
public works construction and by the tit1e-granting procedure.
The latter, {1t was expected, would accommodate only a 1imited
nusber of the families then crowding onto single lots in many
parts of the project area. The High Level Commission was to
coordinate the whole at both policy and technical levels., The
initial project schedule envisioned that all would be completed
within 32 months.
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Physical Improvements

Actually there were very few locations where all the
physical improvements overlapped, and construction aspects of
their 1installation proceded relatively smoothly. By October
1980, the orfginal target date for completion of the project, at
Teast 6,500 families had received benefits from some or all of
the subprograms. Over 49,000 linear meters of water lines had
been buflt, and more than 56,000 1inear meters of sewer. The
electrification subprogram exceeded {its initial object ives with
111,000 11near meters of electric 1ine (more than 70 per cent of
which were in the secondary distribution network) and installa-
tion of more than 1,160 street Tight fixtures. Fifty-four
street and sidewalk projects had been built by the Ministry of
Public Works, incorporating 39.6 k{ilometers of asphalt pavement
and associated drainage works. The Ministry of lHousing had
developed 791 serviced plots.

Within the first 18 months of the program the Municipality
had moved efficiently to survey and convey titles to 3,300
plots. Fewer than 10 per cent of the families remained without
forma) tenure. These were mainly cases where multiple families
occupied a single lot, preferring to stay put without tenure
rather than resettle in a nearby location with a core house or
serviced plot of their own.

In the course of this work a number of modifications had to
be made 1in the original upgrading program. Cutbacks were
necessitated by increases in materials costs and by disccvery of
unexpected excavation and construction problems. The water sub-
program was reduced by 20 per cent and the earmarked fund: were
transferred to the sewer subprogram. The streets subprogram was
reduced by about 18 per cent, primarily because of the need to
raise constructfon standards on the first priority projects,
which absorbed the available funds. The housing component, too,
was reduced -- at first by about 15 per cent when it became
apparent that topographic and sofl conditions precluded ex-
tending the upgrading activity into one particularly rough part
of the project area. Relocation needs that had been anticipated
staply did not occur. Later modifications 1n the housing
subprogram were wade because of market response and adminis-
trative requirements.
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A1l construction, except for the housing cr-jonent, was
finished by the end of 1981. An additional year was needed for
accommodation of the final changes in the housing program.

socfal and Economic Aspects

The difficultfes of integrating community isprovements in
san Miguelito were only part 1ally overcome. Public trarsport-
ation, which had long been one of the most critical needs was
eventually fmproved through political interventjon. The private
syndicates that operate Panama's buses introduced a two-tier
system, Passengers can now ride between the City and destina-
tions at the edge of San Miguelito, then transfer to local buse:
which take them to the farther reaches of the District where the
Ministry's newer housing projects are Tocated.

Between 1977 and 1980 six new schools were built in San
Miguelito (three with USAID educational loans) and another three
existing schools were ‘{mproved. USAID was able to provide
funding assistance to the Hinistry of Health for two new health
facilities and improvement of a third. The Municipality secured
financing to build three playfields and upgrade another, as well
as to provide half a dozen new and {mproved community buildings
in various San Miguelito Tocations.

A small enterprise loan program :‘unded by USAID's Office of
Housing under IIPUP (Integrated Improvement Program for the
Urban Poor) made 35-40 loans of $5,000 to $10,000 between 1978
and 1981. These loans and technical assistance offerad to the
recipient businesses generated an estimated 80 to 100 new Jobs
before the program was folded into a larger enterprise develop-
ment activity under the administration of the Ministry of
Industry and Commerce.

Especially energetic politicians and their supporters
managed to initiate and organize execution of small, self-help
neighborhood {mprovement pro jects in several places.

Other project benefits have been raalized in the apprecia-
tion of value of the tenured plots by factors of three to four
times the nominal fee charged by the Munfcipality when the plot-
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holders received title. Coupled with the households’ own
gradual, but dramatic shelter improvements visible throughout
the project area, the properties represent substantial equity
holdings today.

Lessons of the Implementation Ef fort

Coordfnation was a persistent problem throughout the
project's implementation. Prestige of the High Level Commission
notwithstanding, it was never able to exert authority over the
powerful parastatal construction agencies which followed their
individual agendas. The Commission was actually dissolved less
than five years after its creation, and before the San Miguelito
pro ject reached the end of its first phase. Its technical staff
remain, functioning only as a field monitoring office. Improved
procedures instituted by the parastatal agencies for coordina-
ting activitias among themselves have, however, continued,

It is up to the Municipality now to take the i{nitiative for
any new projects in San Miguelito. Resources are very Timited,
however, and raising revenues through taxing residents 1is pol-
{tically unpalatahle. Indeed, certain national represantat ives
are reported to have blocked extension of additionai 1infra-
structure into their subdistricts by the parastatal agencies
because they believe the i{nitial {installation of services
produced about as much political support as could be gained from
the residents. Fees to be charged for additional neighborhood
improvements are perceived as a political 1{ability.

That the project encountered unanticipated problems due to
subsoil rock strata is partly attributed to the haste with which
the actual engineering designs were produced. Dropping the
super-costly section of the project and reallocating the funds
to more cost-effective elements was a ratfonal decision that
demonstrates the sort of flexibility required 1in upgrading
pro jects.

One aspect of the San Miguelito upgrading program discussed
in subsequent evaluations was the delay in realizing full
benefits from the new water and sewer systems. Three years
after the project began only 19 per cent of the potentially
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available water taps had actually been made and only 16 to 17
per cent of the households with access to the sewer network had
made house connections to 1t. By the fourth quarter of 1982 the
figure had risen to almost one-third of the households, however.

In retrospect, it is clear that more time than had been
anticipated was necessary to switchover from the wells or septic
tanks that households had been using to the new system, Some
families, seeking to avoid the sewer connection fee and user
charges, made {1legal connections into the trunk line. These
are now being dealt with firmly by fmposition of the minimal
user fee whather a household on the 1ine makes its connection or
not, and hy inspection and enforcement procedures to remove the
hazardous 11legal connections. Had additional community
relations personnel been trained and assigned to promote the the
sewer and water hookups during the project planning stages the
transition would have been faster.

Yet the fact remains that for many of the households, the
cost of the interior plumbing that would Justify utilizing the
sewer facility has been the biggest obstacle. Some households
that made their connections eariiest had been able to finance
the installatfon of interior plumbing out of savings or inherit-
ance. Others are still accumulating savings for this purpose.
Help is fn prospect, however, with modifications in a new home
{mprovement program under which loans will be available for
sanitation fmprovements 1n the upgraded communities.

several factors have affected the time it has taken to
realfze full benefits of the San Miguelito program's housing
component. One is the original stipulation that the new unfts,
or solutions as they are called, be restricted to familfes
displaced by the upgrading activities, These "solutions®
fncluded serviced sites, basic core units and floor-roof units
to be enclosed and finished by the occupant household. Displace-
ment (820 families) was not noarly so extensive as had origi-
nally bnen anticipated. Moreover, 1t became apparent that fewer
families than expected wanted to mos to better dwellings. They
resisted -- possibly because they were paying little or nothing
for the housing they were occupying, pos:ibly because of
relatfonships  with nefghbors or because of other
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locational advantages in their {nitial situation. Better
comnunity surveys and marketing rasearch at the outset of the
project might have revealed some of these motives,

When, in mid-1979, the project was opened to households
1iving anywhere within the San Miguelito District, the demand
for its housing units picked up substantially. When the shelter
project was eventually advertised throughout Metropolitan
Panama, it became fully subscribed.

Modif{ication of unit types and design to keep sales prices
within the budget of the {intended beneficiaries -- even with
inflated construction costs -- has also helped the marketing
effort. All told, there will be scmewhat over 1,300 units
financed under the San Miguelito housing subprogram, about 60
per cent of them occupied by families from the upgrading area.
Another 15 per cent of them are floo¢ victims who hava been
relocated by the Ministry of Housing from another part of the
metropolitan area.

Technical assistance in the shelter finance field associ-
ated with this project is credited with ratfonalizing Panama's
{nterest rate structure, putting it on a footing more sound than
before. Equally signifizant {is the change fn the method of
d{; tributing user charges for recov:ring costs of primary ~fra-
structure extensfons. The {nequities of charging the . vr for
the full costs of extending service to their najghborhoods --
including investments in of f-site facflities that benefit other
groups and the larger conmunity as a whole -~ were recognized
and corrected. New schedules in user fees were instituted by
the electricity parastatal early on in the San Miguelito project
and by the water and sewer authority, finally, in 1982. These
changes are viewed by nbservers as critical to the ability of
these essential systems to meet future demands for expansion.

Now that much of San Miguelito's backlog of basic infra-
structure needs have been met, one of the biggest challenges 1s
that of attracting resources from Panama's larger economy for
{nvestment in the orderly, timely growth of shelter and urban
development, including provision for the low income segments of
the population,
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Upgradin~ 1n Honduras

The Honduran upgrading program {is the outgrowth of national
and local municipal shelter policy and planning efforts begun in
late 1975 with AID assistance. Work on a National Housing Plan
and master plans for Tegucigalpa and San Pedro Sula over the
naxt few years revealed the scope and rariousness of the margin-
a] settlements problem, More than half the natfon's urban popu-
lation were 1iving under substande=d conditions 1n these sub-
standard communities.

Only 56 per cent of the neighborhoods, or *"barrios®, in the
two largest cities had potable water; 51 per cent, electric
power; 45 per cent, municipal garbage collection; 30 per cent,
sewer service. There were improved secondary streets in 13 per
cent, storm drains in 10 per cent and paved main roads in only 4
per cent of the barrios. Almost half were without access to
pubiic bus transportation. Barely 5 per cent of the neighbor-
hoods had any other services and fully 23 per cent of the commu-
nities received no services at all.

Increasing by more than 12 per cent a year (double the
growth rate of urban population as a whole), the wmarginal
barrios were expectad to have almost 70,060 residents by 19683.

The conclusfon was {inescapable that this problem was too
vast for any hope of solutfon by conventional programs for
Government construction of new housing. Even with the addition
of sites and services projects, 1t was foreseen that the formal
secter could not satisfy more than 40 per cent of the shelter
needed by newly forming households. The cities had to rectify
thefr deficfencies 1n infrastructure and services 1if the
majority of their population were to have substantia®ly improved
1iving conditions. Municipal upgrading programs of massive
scale were seen to be the only promising approach.

Detailed studfes of conditions in the marginal barrios were
wade in 1979 and municipal officials sought external funding. In
the Spring of 1960 USAID author{zed financfal and technical
assistance for upgrading programs 1in Tegucigalpa and San Pedro
sula and planning of some fnitial projects was undertaken.



44 office of Housing and Urbin Programs

Actual construction began in Tate 1981 following natfonal and
Jocal elections, the subsequent political transition and final
actfons necessary to the flow of loan funds. Within 11 months
two nefghborhood {improvement projects had been finished 1n
Tegucigalpa. By early 1983, a third project in that city and
three more in San Pedro Sula were expected to be completed as
well. Projects are planned for 21 more communities in the
capital and 11 more in San Pedro Sula before the end of 1984,
When these are done, about 40 per cent of the households in the
two cities' marginal barrfous will have been served by improve-
ments accomplished under the AID-f inanced upgrading program,

The large scale of this initial upgrading activity, and the
enormous needs remaining to be addressed when this program has
been completed, have shaped the critical features of f{ts

design.

Cost recovery, for exaasple, 1s an absolutely essential
concern. Given the nature of the present loan funding, the
upgrading investment must be recuperated. Honduras' scheme for
cost recovery in its upgrading program 1s described in some
detail in Appendix C.

Continuation of the upgrading effort will depend on mobil-
izing financing from sources (primarily domestic) that will
require a competitive return. This {mportant consideration,
combined with political pressure for expeditious fmplementation,
has dictated that the projects be restricted to the most basic,
highest priority neighborhood {aprovements. The nefghborhood
fmprovements must be both highly desired and affordable by their
beneficiaries 1f the cost recovery is to be effective.

It has been {mportant, moreover, to keep project standards
consistent with general conditions prevailing throughout the
respective cities. Honduras i{s not looking for a showcase
product, but one that can be carried out by municipal author-
{ties and replicated until 11 neighborhoods needing the most
basic services have been improved,

Cost recovery is to be achieved through Tevy of a property,
or valorization tax. (See sppendix C.) Considerable thought
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has been given to developing 2 methodology for assessing the
proportional benefits accrufng to each plot in the project
areas. This is possible because three-quarters of the target
group do Tive on their own lend,

Although only 28 per cent of the fam{lies have title to
their land already, almost twice this number are in the process
of buying their plots undor lease/purchase contracts. They are,
however, in subdivisions where they cannot secure 1agal proof of
ownership until infrastructure 13 installed and ¢the subdivisions
are formally recognized by the respective municipalities.

Because all residents will benefit from the nefghborhood
improvements, the policy is shat all must make some contribution
to amortizing the 1investment. A payment schedule has been
devised so that the majority of households (76 per cant of the
target group in Tegucigalpa and 86 per cent 1n San Pedro Sula)
ran meet the monthly payments., For fndividual families unabie
to make such payments, the municipalities will revise the
requirecaents -- probably reducing the monthly payments by
extending the repayment period. For some cases of extreme
poverty, welfare programs are expected to fi11 the breacn.

Costs and the cost recovery scheme are the key detsrminants
of both project site selection and the project elements telected
for the individual communities.

The first project atteampted in each of *ha municipalities
taught an {mportant Tlesson: that the project unit could not
select a site, assess the sottiement's needs and conduct
ergineering feasibility studies 1r fsolation from the subjact
community and then expect the reuidents, on presentation of the
finished project drawings, to embrace the schema and agree to
pay the costs.

In order to avoid rejectfon of projects aftar {nvestment of
time and resources in planning, the implamentation teams now
visit the barrios, contact laaders of the communfty organiza-
tfons and explain the program's benefits and requirements in
advance. Only when a community fs ready to make a tentative
commitment to the cost recovery terms of tha program will the



46 Office of lousing and Urban Programs

tesm return to begin the detailed physical inventory and survey
the community's prefarences and capacity to pay. As the studies
proceed and tentative plans take shape, the project team -~
community promoters and technical staff together -- meet with
the community to apprise them of alternative solutions and cost
implications, and learn their wishes about how to proceed.
Actual construction 1s undertaken onip after formal community
accaptance of the plan.

Agreement to pay the final, estimated costs of the improve-
ment package {is secured from individual resident families and
the community organization as a body. A community that wishes
to speed up the process has the optfon of helping with the
survey work, fndependently contracting with consultants to
design the upgrading project and sven walking its project scheme
through the processes of approval by the municipality and the
water and sewer authority.

So far the neighborhood physical improvements hava concen
trated on basic water and sewer systess. These have been
designed to include {ndividual 1ot connections. Other elements
that could be added under the program are street and sidewalk
paving, provision of associated storm draifrage and street
14ghts, These would be discretionary {tems added by the neigh-
borhood in accordance with ability and willingness to pay.

Where the water and sewer construction has been completad,
home improvements -- some quite extensive -- are almost imme-
diately visible. Families are building connections from the
standpipes at their 1ot 11ines directly into their houses, adding
showers, toilets and sink fixtures, even separate bathrooms.

A home improvement loan program {s scheduled to start 1in
early 1983, coinciding with completion of the second group f
upgrading projects. It 1is to be administered by savings and
credit institutions rather than the municipality and will enable
even more households to take advantage of the newly accessible
fnfrastructure systems. Besides interior plumbing and electri-
cal connections, familfes will be able to acquire financing for
dwelling unit {mprovements such as permanent walis and roofs,
concrete floors and foundations, doors and windows.
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Although community interest is prerequisite, two additional
factors play an important role in site selection under the up-
grading program, In an effort to avoid incurring major costs in
connection with new off-site infrastructure, the municipalities
give priority to those barrios in sectors where existing primary
systems have available unused capacity. Also, projects are
undert aken only in communities where the residents have tenure
or where they are settled on land owned by the municipality. and
thus can be granted tenure once infrastructure deficiencies are
corrected.

In the longer range, needs of communities presenting a
third type of tenure condition may be addressed. These are the
substandard private subdivisions.

The municipaiities are empowered under a special decree to
order that these subdivisions be brought into compliance with
{nfrastructure standards. If the owners fail to do so, the
nunicipalities are further authorized to install the necassary
fuprovements and recover the costs either directly through the
owner or through pre-empticn of the monthly payments from the
lesseq-purchasers.

Another componant of the upgrading program, to be {ntro-
ducrd eventually, will be a series of small pilot projects
funded by IIPUP (the Integrated Improvement Program for the
Urban Poor) under USAID's Office of Housing and Urban Davelop-
ment. These projects will be directed toward social aspects of
the community upgrading, income-enhancing activities for com-
munity members and such special problems as those of women-
headed households. Cost-effectiveness and faasibility of
possible pro jects are being weighed.

Finally, one of the central objectives of the program and,
at the same time, one of the controlling factors in the staging
of implementation 1s fnstitutfonal development. Development of
fnstitutional capacity to carry out the program over the long
term has been given a great deal of attention. Efforts of both
municipalities and 2 substantfal amount of technical assistance
have been dfrected to training of the project teams, to estab-
11shing protocols for coordination between agencies (e.g. the
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municipality of Tegucigalpa and the water and sewer authority)
and within branches of the respect ive municipalities. Seminars
and workshops have been arranged where personnel can share their
experiences with upgrading, confer on how to resol ve problems
and participate in perfodic evaluations of the over all
program, Manuals have been prepared to assist the project teams
and guide them in executing their responsibilities.

Effort has been made to keep the projects as simple as
possible and to add new elements only as the fnstitutions and
personnel have become capable of handling them without detrac-

ting from the principal thrust of the program,

No new land titles have been granted to date, but they are
expected to come once several more projects are completed and
procedures for resolving conflicting laad claims have baen
instituted by the municipalities.

The program has had its share of the problems fnevitable in
an upgrading effort. On the whols, they have been coped with
quite well. Certain delays, such as those of political trans-
ftion following elections, wera probably unavoidable. As fin
virtually all such undertakings, implementation delays and
consequent cost escalation have caused the original scope to be
cut back. In londuras, some timely and imaginative technical
assistance led to adaptations of the {nitial infrastructure
design., Resultant cost-savings may permit reinstatement of some
of the projects that were eliminated.

Financing for needed of f-site {infrastructure improvements
has proved to be very difficult to solve. External funding
anticipated at the outset for some water storage, sawage treat-
ment and transmission-distributfon facilities was not forth-
coming. In San Pedro Sula, where the water authority 1s a
municipal enterprise, the problem was part jally solved by major
revisfons in the rate structure for user charges. Tegucigalpa
13 sti11 struggling with 1ts capital resources daoficiencies. One
approach under consideration is substitution of on-site neigh-
borhood package systems for water supply or Sewage treatment
where extension of the city's trunk lines proves too expensive,
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It §s st111 early to make a definitive evaluation of the
Honduras project, but 1t appears to be well on the way to
meeting 1ts objectives. The key {issues for the future, of
course, are whether the momentum bufit up during this first-
stage program will be sustained and whether the cost recovery
scheme §s effectively pursued,

Measures of Success

There ars no rigid black-and-white standards of success in
the business of upgrading. Each country has to go through the
process of learning how to cope with its shelter problems in
terms of f{ts own ever-changing circumstances. The squatter
suttlements and other marginal nefghborhoods have been created
over generations, Their problems will not be solved in a day or

two years.

Faflure in these terms 1s fajlure to acknowledge the full
range of sheélcer needs, faflure to try to grapple with the
probless of shelter and settlement, ?Eecially of the lowest
fncome groups. Failure 1s clinging to insppropriate or harmful
policies such as excessively high standards, heawvy subsidies, or
demolition of whole neighborhoods when other workable solutions
such as upgrading are available.

Successes are degrees of achievement toward meeting needs,
golving problems, improving 14ving conditfors, extending urban
services, removing unhealthy and unsafe conditions, fincreasing
ski11s and adoinistrative efficiency and fafrness in distrib-

uting benefits.

We need to measure upgrading projects against this concep-
tual model. U grading works 1f 1t brings the costs of improved
stelter within a runge the target groups can afford and 1f
axpenditures are, indeed, recovered from the beneficiarfes. If
upgrading is accorplished without major subsidies 1t should be
replicable, and we can fook to see if it 1s replicated where
anpropriate. By fncorporating upgrading programs into the
normal course of managing urban development, countries should
eventually be 2ble to make sybstantial gains against the back log
of un=at nesis for basic urban {nfrastructure and 1ivable neigh-

borhoods.
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Table V-8
:mmmmmmammunm‘-l 70
(Based on plannirg assupticns, not erpirical data.

Swazxiland

Footnotas appear on following pogu.)

Cors Rsqion

Swaziland Core hegion Urban Families in Urban Families in

Orban Families Orban Families Inforsal Sector Nousing Informal Sector Bousing

thaber 3 hmber s Istimated hutber s Estimated Sumbey s
Total Familias 30,83C 1008 19,430 1008 14,500 100 9,200 200%
Income Distribucion (1)
Bigh Incame (T 3500} 4.000 1 2,330 1 -— -— - -
Nedfum Income (L 160-350) 10,480 pL1] 4,600 M. 1,500 lov 200 pU
Lov Incame (Woder K 180) 16,350 33s 10,300 E31Y 13,000 2”00 8,300 0
Sbeltsr Affordadbility by
1ow Income Families (2)
Total low Income Families 16,350 1008 10,300 1008 13,000 1000 2,300 1308
Can Afford :nh
Bedroom NBouse (Z 41400
at 23% of Incxme
(X 135-160 moochly incoma) 3,400 2% 2,140 21 1,600 12 1,010 12e
Can l!fop Pull Sites and
Sarvices® (T 3000) at 25¢
of Income (£ 110-133
montaly iacome) 3,420 s 2,180 s 2,250 1 1,430 1Te
Can Afzord Basic Bitss
and Sarvicesd (£ 1300)
at 200 of Incoma (E 73
100 monthly incoms} 4,390 " 2,760 Eel) 4,000 Ns 2,580 p LY
Can Afford Squattar
opgradisg® (E 400) at
100 of Income (L 4573
monthly income) 3,100 in 1,930 1n 3,100 un 1,90 M
cannot Afford
Bousing (lass then T 43
monthly) 2,040 126 1,290 12n 2,050 168 1,6 168

nd Shelter Sector Assesgment; USAID, 1978

Sonrce: Rivkin Associates, Inc.s Swazilal

Best Available Document
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Footnotes to Table V-8

Wous i3 = _Jilus

a. Narket level Yinancing Terms st Suaziland Devalopment and Savings
Bank, 10 dowm, 118 istarset, 23 year vera for Fepaymant (13

past 25th birthday) 11,8 Constant payssat pIf year, saximm 308
¢f incoms for dabt sarvice.

b. oOng Bedroon Dxnandabla Onjy, ©ne bedroom vlus sanitarv core,
Xitches and living roce with 37 '2 gross building ares at 11.8

pex acve. Alded self-balp uait. mortgage incluodes insurance costs.
Total Cost = L 4140
Down Paymant 414 (208)
Mortgsge R 3726 x 11.8%/ysar = £ )7/uonth dedt service
28\ of income requires ¥ 148 par sonth of houswhold incoms
308 of incowe requires E 123 par month of hrusshold income.
€. Puollv Sarved Sites and Sarvices. 1ndividual weter tap for each
dwelling unit, seversge, sanitary core, 330 n'
20 alectricity.
Total Cost = K 3000 inclwding lamd, infrastructure, and
materials for house
Dowa Paysent ___ 300 (108)
Pisancing £ 2700 x 12.4%/ysar (20 year tam) = K 28/month
dabt sarvice
25 of income zrequires L110 par mooth of housahold income.

plots (6 par acre),

4. Basic Sites and Services. Watar standpipe for asch 4 Cwelling
units, individus} pit latrins, lots & 13/acre.

Total Cost = £ 1,500 & land, inf: e, oad
matarials for home

pown Payment 130 (108}

Pioancing £ 1,350 x 13.68/yeax (15 ysax term} = & 15/month
Sabt sarvice

200 of imcome sequires F 73 per menth of houselold incose.

utatlmc-uamn«u-lwpu-muﬂwmuum-.

e. Squatter Opgrading. Pit 1atsines, feorpaths, etc. &9 called for
ia individoal projects.

fotal Cost = E 400 incloding infrestructure ealy

Pinancing K 400 u 13.6¢/ysar (15 year temm) « £ 4.30/month
Sabt sarvice )

108 of incoma requires K 43 par mosth of housahold income

23\ of incoms would Tequire X 18 per moath of household
income.

Best Avqilable
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APPENDIX B:

EXAMPLE OF PHYSICAL SURVEYS FOR UPGRADING

Source: Butler, M. and N., Urban Cwelling
Environments, Istanbul, Turkey;
Massachusetts Institute
of Technology, 1976.




CASE STUDY: RUMELIHISAR USTU

MAMELINISAR USTU, Istanbuli (left) Typical small (right) 1cal devel at a. streets and
Opmy! ]m 1k=
squatter houss. Weter is being borrowed from naigh= . ": Agpanlunql are and eets vlt.l::un

bors to wash rugs. Many rosds are built with earth
and stone.

roofs.
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CASE STUDY: RUMELINISAR USTU

PHYSICAL DATA

{related to dwelling and 1and)

DWELLING UNIT
type:

area (aq m):
tenure:

LAND/LOT
utilization:
srea (sq m)t

tenures

DWELLING
locatlon:

type:

number of floors:
utilization:
physical state:

DWELLING DEVELOPMENT
mode:

developer:

builder:
construction type:
year oI construction:

MATERIALS
foundation:
floors:
walle:
roof:

OWELLING PACILITIES
wC1

shower:
kitchen:
rooms:
other:

HOUSE
47
LEGAL OWNERSHIP

PRIVATE
218
EXTRALEGAL OMNERSHIP

PERIPRERY
DETACHED

1
SINGLE PAMILY
FAIR

INCREMENTAL
POPULAR
ARTISAN
MASONRY/WO0D
1963

1
2
3

WASH AREA WITH LAVATORY

SOC10-ECONOMIC DATA
{related to ussr)

GENERAL: SOCIAL
user's ethnic ~ ‘igin:
place of pirtht
educatic.. level:

NUMBER OF USERS
married:

single:
children:

total:

MIGRATION PATTERN
number of movest

rural - urbaai

urban - urban:

urban - rurals:

why came to urban areas

GENERAL: ECONOMIC
user's income group:
employment:
distance to work:
mode of travel:

COSTS
dwelling unit:
land - market value:

DWELLING UNIT PAYMENTS
financing:

rent/mortgage:

+, incoae for rent/mortgage:

TURKISH

ELEMENTARY

ww il

3
1948
1955, 1966

RELATLVES/WORK

VERY LOM
SELY-ENPLOYED COOK

$340
R.A.

SELY~-PINANCED
M.A.
H.A.

LOCALITY SOURCES

Plane

Land Use Pattern:

Circulation Pattern:
¢t Plan:

{accurste) Istandul Munfc=
1pality Squatter Planning
office, 1973.

{accurate) Ficld Survey,
N. and ¥, Butler, 1975.
(accurats) ISID.

segment Land Utilization:
slock Plan:

fypicel Dwalling:
Physicel Dete:
ic Datar

) Istandul munic-
ipality Squatter Planning
office, 197)3.

(accurats) IRID.
{accurate) IBID.
(accurats) Fieid Survey,
N. and ¥, Butler, 1975.
(accurate) IBID.

Photographs:
General Infcrmation:

) IaID.

N. and N. butler, 1975.
Interviews, Locality Nayoer,
N, and ¥. Butler, 1975.
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3 ZEYTINBURNT,

ORIGINS: In 1880 the Zeytinburnu region,
part of two large vakif (religious) foun-
dations, was donated by the Sultan as a
favor to ths Armenian community. Political
influence prevented the ares from being de-
veloped. Betwesn 1911 and 1914 Prieat Agop,
under whose name Zeytinburnu was registered,
sold parts of the land to private individ-
uals. Aftsr Lis death the remaining land
returned bsck to the Vakiflar Administration.
The first squatter constructions occurred
in 1945 /nd continuved until 1948. After
being savad from dastruction by the &uthor-
ities in 1948 mors rapid development took
place. By 1962 the older neighborhoods
were almost saturated. Froa 1954 to 19359
the Vakiflar Administration sold parts of
the land to squatters in accordance with
Llagislation No. 6188. Becauss »¢ political
problems not all squatter owners on Vakif
land received their land titlua. Realizing
tha expense of retaining their and, private
land owners began selling land to squatters.
Instesad of parcelling “heir land, some large
land cwners sold "sha: s® in their land.
Thus 40 to 50 squatterc “share” one parcel
of land. In soms cases a pisce of land
has three diffarent parties claiming owner-
ship; the private owner, the Vakiflar Admin-
istraticn, and the Municipality. In 1957
faytinburnu bscame a district. Thus for
the first tims a squatter area bscame an
administrative unit within the boundaries of
the Municipality of Istanbul.
Sour:

ce: Butler M and N: Urban Dwelling Enviromnmente,Istanbul, Turkey;
1iassachusetts Institvie of Technology, 1976

: POPULAR, LOW/MODERATELY LOW INCOME,
Ista.nbul SQUATTER HCUSES/WALK-UP APARTMENTS

4

ridhd 1 oot B\
- F"ﬁ -

I = ¥ o
ZEYTINBURNU, Istanbul: (top)
fhe tight grouping of squatter dwellings occur dus §
to expansion for rental purposas Or as families re-~
ceive new members. Gardans are highly developed by
the residants. Walk-up apartment buildings are ba-
ginning to replace original sguatter constructions.

- L D L,
(botiom) The main strest is typical of the growth
—as 808 assimilatiry of a squatter sattlsmsnt into the
‘urben savi ) highly 1al, bile
orisnted, substantial and fairly sophisticated
building construction.
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LOCATION: Ltocated on tha Sea of Marmara,
outside ths old city wails, the settlement

in approximately 7 ka. from the oity center.
Tha district of Zaytinburnu covers an area of
40 km?. The locality boundaries ace defined
by; the Londcn Migaway on the north, to the
south the transcontinental railvoad-rapid
transit line and adjacent industry, institu-
tional and industrial development on the
east, and Vell Efendi Hippodrome to the west.

LAYOUT: The layout is typical of squatter
ssttlemants that davelcp on flat land. So-
cial factors rather than physical forces
detoramine layout. The squatters create their
oun cluster groupings and blocks. The blocks
are large snough to allow lots of varied
sizes ané configurations to occur indepen-
daent of ths circulation astwork. A com=
bination of row, seal-detached and detached
one stcry masonry and concrete dwellings
predomirate, With the implemsntation of
the Squatcer Luv of 196C, Zeytiaburnu was
dezignated es a rehabilitz:iive squatter
arsa. A plan of lot subdiiision was made
saving mast of ths s.isting conditions.
Since then many resident= have received land
titles. Concurrently, planning for the
{mprovament of strests and infrastructure
networks was initiated. land valuss have
begun to incrsace to ths point where sub-
stantial {investment is bsing mades in ths
development of three to five story walk-up
apartmant buildings typical of thoss found
throughout middle incoms aress of Istanbdbul,

SELECTED
SEGMENT




LOCALITY LAND UBE PATTERN

LAND USE: Formerly an agricultural area
zeytinburnu has bacome primarily residen-
t{al. Mosques, schools, and limited com=
munity facilities are scattered throughout
the locality. A large complex of schools
and a farm are located on the western edge
of the site. Commercial and limited light
industrial activity is concentrated along
major circulation routes. The major com-
mercial activity originates at the railroad-
rapid transit station and extends north
through the community. Increasing land val-
ues have encouraged redevelopment of land
from single to multi-story construction as
vell as changing land use from residential
to commercial. A strip of heavy industry is
located between the locality and the Sea

of Marmara.

CASE ETUDY: BTEYTINBURNU

1i:STDCNTIAL
SoOmMRIIAL
INDUSTRIAL

9PCN SPACES

.-...A
L)
i — o ey
1.10000
KEY
Pk Parkirj
P Police
F Firue licpartment
8 school
Mq MS83uu
K Hecreation
L Library
U University
H  edlen
PO Post Office
§8 Social Services
M Market
C Cemetery
oesssess Bus
SEME Rapid Transit



CASE STUDY: BEYTINBUMIY

-

.

PATTERN . - 1110000

CIRCULATION: Heavy wvehioular circulation

cuts through the locality froa tha south-

west to the northeast on a paved road which

follows the original frrejular circulation

grid, Becauss of the many turns, narrow

atrestas, commercial activity, and high traf-

fic voluae of buses and private mini-buses,

this major cirrulation path {s congested.

Heavy pedestrian and vehicular traffic

exists along 50th Street, a boulevarded

route through commercial development to the

rapid transit-railroad sctation., Mout re-

sidantial streets are paved or ars in the

process of being paved, Whare building and

gardan walls used to define the street, new XEY
construction ie fncorporating curbs and
sidewalks, Although most movemssnt within .
the locality is pedestrian, strests are usu- ecsesesse PLOCSTRIAN
8lly wide encugh to accomodate limited ve-

hicular traffic and parking.

esmmmemsn VEHICULAR

Best Available 7Document Lp



POPULATION, According to the 1970 Census
the locaiity had a population of 117,200
persons. In 1960, 5S¢ of the population of
80,078 were between 13 and 65 years of age.
524 were foicign born immigrants most coming
from Yugoslavia, Bulgaris, Greecs and ro-
mania. 25% migrated from the Black Jea
Region of Turkey. 65t of the males migrated
to the area directly from thelir villages.
6% of the families were homsowners. 77% of
these families did not haww l:nd titles. On
the average thera were d.7l1 parsons per
household and 2.92 persona per -vom. 56.7%
of the population was {lliterats.

INCOME: Avallable statistical data dates
back to 1962-65. The $793 annual median
family income of 1964 has doubled or triplsd
by 1975. More than half of the working pop-
ulation are laborers. <The rest sre trades-
men, articans, or government employees. The
majority work within walking distance of the
industrial areas of Bakirkoy, Zeytinburnu and
Kazlicesme. About one fourth of the labor
force work in the historic perinsula. At
least ons half of the people live in rental
units. One room squatter dwellings rent for
a minimum of $15 per month.

* ~—2 el >
ZEYTINBURNU, Istanbuls

(bottom left)} Walkways are dafined by property wvalls
and dwellinga. Walk-up apartment in background is

recent.
floor.

A small stors is incorporated in the first

of ciuster courts whica in many instances are
created as dwellings expand for multi-family use.

CASE STUDY: SEYTINBURNU

. A -
(top laft and right} Vievs

ususlly undeveloped. MNotice

(bottoe right) Undeveloped rosidential strest. Con-
struction at left without & tile roof is unusual.
Even though thie building is only for storsqe/animals,
almost all buildings have tile roots.



LOCALITY CONSTRUCTiON TYPES

° 100

BO/RTTLE

Mo
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The chart shewa (1) approximstes percsatage of each
osastrustion type within the total numder of dwellings
and (2) building group that gensrally produces ssch
tYpe.

Quality of iaf foar App
LOCALITY UTILITIES AND SERVICES
WATER SUPPLY

SNITARY SEMERACT
STORN DRAINAGE
ELECTRICITY

FEPOSE COLLECTION
PUSLIC TRARSPORTATION
PAVED JOADG, WALINAYS
TRIZPNCNE
STIEXT LIGRTING
LOCALITY COMMUMITY FACILITIES
L 22T

TIM8 PROTECTION

NEALTS
™he ohart 1llustrates the approximate aveilability of

utilities, services, and comsunity facilities at SQUO0LS, FLAYCIONDS
e thres levels: NOMT, LINITID, ADEQUATE.

Quality of informaticn: Approximats ) FECRIATION, CFEN SPACES

L pRullEe






LOCALITY SEGMENT LAND UTILIZATION DATA

. Total Area Density
DENSITIES Numbstr Hectares R/Ha
Lors 700 16.0 “
DWELLING UNITS 1400 16.0 88
PEOPLE 6720 16.0 420
AREAS Hactares Percentages
PUBLIC ({streats, valkvays, 3.5 a2
opan spaces)

SEMI-PUBLIC (open spaces, .5 3

scho)ls, community centers)

PFAVATE (dwellings, ahopa, 11.7 n

‘.actories, lots)

SEMI=PRIVATE (clustsr courts) .3 2
TOTAL 16.0 100

METWORK EFFICIENCY

network length {(circulation) "

" areas served(circulation, = 315 wa

AVEMAGE LOT AREA . 167 a2

CASE STUDY: IEYTINBURNU

LOCALITY BLOCK LAND UTILIZATION DATA

DENSITIES Wmber  Mactares  Waa

o078 2 57 56

DWELLING UNITS 64 37 112

PEOPLE 26) 3?7 462

AREAS Nactarss Percentages

PUBLIC (strests, walkvays, .09 16

open spaces)

SEMI-PUBLIC (open spaces, - -

schools, cosmunity centera)

PRIVATE (dvellinga, shops, .47 [}%

factories, lots)

SEMI-PRIVATE {clustsr courts) .01 3
TOTAL «37 100

NETWORK EFFICIENCY

network lenoth{circulation
Re areas served(circulation,lots) 212 wia
AVERAGE LOT ANEA - 147 a?

Best Available Docuaent
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CASE STUDY: ZEYTINBURNU

Assidents
avironsents for thas=
interior spaces are al=

(left) View of row dwellings {right) Section of private open court.
create very pleasing living e

ZEYTINBURNU, Istanbul:

along a strest. construction is simple but substan~

tial. selves. Exterior as well as
wvays well maintained.
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PHYSICAL DATA
{related to dwelling and land)

DWELLING UNIT

type: HOUSE
area (sq m): 62
tenure: LEGAL OWNERSHIP
LAND/LOT
utilization: SEMI-PRIVATE
area (sq m): 400
tenure: LEGAL OWNERSHIP
DWELLING
location: INNER RING
type: ROW/GROUPED
number of floors: 1
utilization: MULTIPLE FAMILY
physical state: FAIR
DWELLING DEVELOPA::"
mode: INCREMENTAL
developer: POPULAR
‘builder: SELF-HELP/ARTISAN
construction type: MASONRY/WOOD
year of construction: 1950
MATERIALS
foundation: STONE/CONCRETE
floors: CONCRETE
walls: CONCRETE BLOCK
roof: WOOD/TILE
DWELLING FACILITIES
we: 1
shower: 1
kitchen: 1
rooms: 3
other: CENTRAL SPACE

SOCI0-ECONOMI C DATA

{related to usar)

GD‘I!ML! SOCIAL
user's ethnic origin:
place of birth:
education level:

NUMBER OF USERS
marrieds
single:
children:
total:

MIGRATION PATTERN
number of moves:

rural - urban:

urban - urban:

urban - rural:

why came to urban area:

GENERAL: ECONOMIC
uscr's income group:
enployment:
distanca to work:
mode of travel:

COSTS
dwelling unit:
land - market value:

DWELLING UNIT PAYMENTS
financing:

rent/mortgage:

¢, income for rent/morijage:

TURKISH
SINOP
HONE

Wt

1
1957

PAMILY/WCRK

oW

GOVERNMENT EMPLOYEE
12 RM.

TRAIN AND SHARED TAXI

H.A.
N.A.

SELFP-FINANCE
N.A.
N.A.

CASE STUDY: IEYTINBURNU

LGCALITY SOURCES

Plan:

Land Use Pattarn:

Circulation Pattern:

Plan:

(approzimate) Updatsd Office
Plans, Istanbul aunicipel=
ity Planning Oftice, 1960.
(approximate) IRID; Field
Survey, N. and ¥, Butler,
1975.

{appsoximats) Pield Surveys,
n. and ¥. Butler, 1975.

) Istandul Nunfci-

Segment Land Udlludma
8Jock Plan:
Typical bwelling:

Physical Data:
Socd ic pata:

pality Squatter Planning
office, 1964.

(sccurate) IBID.
(eccurate) IBID.
teccurats) Field Surveys,
N. and N. Butler, 1975.
(lr.‘l.‘ur‘!.l) IBID.

) IBID.

Photographs:
General Information:

l. and N. Butler. 1975,
Interviews, Istanbul Uaiver-
sity Departmunt of Social
2nthropology, 1975 Zeytin=
burnu Gecekondu Solgesd, W.

M. Nart, Istanbul, 1969.



CASE GTUDY: ZEYTINBURNU

ENEJ

LAVATION

KEY

LR Living Room
pining/Eating Area

i
Bedroom
Kitchen/Cooking Azea _]‘ m m

Tollet/Bathroom
Laundry ' seerion
Closet

Storage

Room (muiti-use)
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APPENDIX C:

SUMMARY OF HONDURAS' VA'ORIZATION SCHEME

R



APPENDIX C

Tegucigalpa and San Pedro Sula, the two largest cities in
Honduras, have soiswnat different mechanisms for cost recovery
under their barrio upgrading programs.

In San Pudro Sula the water and sewer authority is a
governmental eaterprise, operated by the Municipality {itself.
The Tlocal community organization, or spatronato® in the
upgrading project neighborhood signs a promissory note on behalf
‘of the community collectively for the amount of the munici-
pality's investment in water and sewer improvement. The debt is
then amortized through a surcharge on the monthly billings to
the consumers of water service.

The capital city 1s served by the parastatai water and
sanitation authority, SANAA, rather than by 2 municipal utility.
Tegucigalpa has been using valortzation assessments to recuper-
ate the costs of water, sewerage and electrical installations in
their barrio upgrading program.

This involves a four-step process that usually takes nine
months.

First, plans of the proposed jmprovements are studied to
determine their positive and negat ive effects, The potential
zone of influence of these impacts {s defined and socic-economic
profiles of the affected communities are developed.

Next, project costs are allocated in a general, preliminary
way., This allocaticn is the basis for the Programming Commis-
sfon's decisfon on whether to grant approval for the project to
proceed. A rule of thumb is used which says that project costs
per square meter should not exceed 10 to 15 per cent of the
current market value of a square meter of land in the particular
community. A project design which works out to be more 1s
judged to be too expensive.

When a project is approved, maps are prepared which show
the area and boundaries of all properties in the community and
all owners' names and addresses are Tisted.

c-2



Proportionate shares of the community improvement costs are
assigned to each lot, taking finto account the extent of each
lot's benefit from the project. Typical factors considered
include frontage, lot depth and over all perimeter. Taking
these factors into account the effective area of each Tot fis
computed (fi.e. as a multiple of a standard fzed or equivalent
square meter). A conversion factor, expressed in value of the
pro ject per square meter, 1s then computed by dividing the total
project cost by the sum of all the equivalent areas., The
betterment tax owed by each Tot is calculated by multiplying the
conversion factor by the effective area of the lot. Financing
terms (1.e. the number of years and rates of {nterest) for
repayment of the investment are defined. Tegucigalpa has had
the policy of setting these terms so that the monthly payment
most typical for households in a community i1s $2.50 (Lps. 5)

Finally, owners are notifiad of the proposed assessments.
They are given the choice of making 2 single payment for the
full assessment at the Central Bank, or signing notes which may
be paid off in installments, Promissory notes are signed by the
local community organization for the group collectively as well
as by the individual beneficiaries of the upgrading project.

A specfal decree (833) and implementing regulations
authorize the municipalities to require developers selling lots
in 111egal subdivisions to pay for prompt installatfon of {infra-
structure. If they do not do so, the municipality fs empowered
to make the d{nstallatfons and to confiscate Jease-purchase
payments from the residents unti1 retmbursement for the improve-
ments is secured in full. After that, payments can revert to
the developer once more.

There are some areas where squatting has occurred on munic-
1pal land 1n the past, or where former holders of ‘“user rights
cert ificates® for municipal Tand have {improperly sold Tots that
are currently being paid for by the occupants under the {mpres-
sions the sellers were conveying legitimate title. In these
cases the municipalities- policy is to grant regular title,
provide the infrastructure at municipal expense and regard the
current residents' purchases as legitimate.

c-3



