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Chapter I
 

Executive Summary
 

A. 	 N5.tL.e psftbAsD1psLit
 

The Caisse Hypothecaire or mortgage bank is Rwanda's
 
principal housing agency. The organization was established
 
in 1975 as a joint stock company with shareholders including
 
the State of Rwanda, the Rwanda Development Bank, the
 
Comnerc. al Bank of Pwanda, the Bank of Kigali and the 
Magasins Generaux du Rwaida (the General Stofes or Customs 
Agei,cy of Rwanda). The mortgage bank was initially created 
to perform a variety of functions including finance of 
building acquisition and construction, especially for 
subsidized or social housinc; construction, acquisition, 
rental and management of bui]dings; promotion of real estate; 
and participation directly or indirectly in commercia] or 
industrial real estate activity. 

At the request of the mortgage bank, the U.S. Agency for 
International Development (AID) assigned a mission to examine 
the bank and identify possible areas of future technical 
assistance. In December, 1983, a team of consultants 
analyzed the Caisse Hypothecaire and identified several 
problem areas that would prevent financial assistance by AID 
in the near future. Following this report, the Caisse 
requested additional technical assistance, AID contracted 
with Comprehensive Marketing Systems (CMS), Inc. to carry out 
this second mission which has three primary objectives: 

1. 	 To perform an institutional analysis of the Caisse 
Hypothecaire and determine areas requiring improvement. 

2. 	 To identify means by which the Caisse Hypothecaire can 
expand its housing production and finance operations. 

3. 	 To determine the potential of the Caisse to serve low
income families. 

This 	report. addresses each of those objectives. Chapter II
 
provides a summary of housing issues and needs confronting 
the Caisse Hypothecaire, especially in Kigali where most 
effoits of the Caisse and the national housing policy have 
been focused to date. Chapter Ii discusses the past and 
present roles of the Caisse in relation to other private and 
public agencies involved in housing delivery and finance in 
Rwanda. Chapter IV discusses the Caisse' s current programs 
and adinistrative structure. Chapter V discusses problems 
and opportunities that the Caisse should address in order to 
more 	 Effectively achieve its housing and real estate 
promotion goals, especially for low-income households; and 
recommends potential ways in which AID can assist the Caisse 
Hypothecaire through technical assistance. 

I-i 



B. 	 Egy PQPLP 

The role of the Caisse Hypothecaire has changed significantly 
over time. Although the agency initially focused its 
activities on a small 22-unit housing construction and 
financing project, the institution soon changed its focus to 
monitoring and managing a wide variety of residential, 
commercial, and institutional real estate development 
projects for other public agencies. One major impetus for 
tl. s chan(4 fS(uj c-neco im}.rove institution'sin was 	 -c the 
income sources and asset base. This objective has been a
 
prime motivating force for the mortgage bank in recent years.

Although a reorganization of the bank in 1983 deemphasized
 
its role in actual real estate construction and identified 
affordable housing promotion and financing as its primary
objective, the organization continues to use its broad
 
mandate to undertake a variety of activities including
 
commercial real estate financing.
 

Administrators of the Caisse Hypothecaire, as well as 
officials of Rwandan governmental agencies and
 
representatives of the financial sector stress the need for 
the institution to become more actively involved in 
residential developrent and financing. Although the specific
role of the agency in this area is not clearly defined, there 
is considerable public and piivate support for strengtheninq
and redefining the Caisse Hypothecaire in order to overcome 
its current and past image as lacking effectiveness and 
financial stability. 

A clear potential role exists for the Caisse Hypothecaire du
 
Rwanda as a residential lender and key financial institution 
in the nation's housing delivery system. At present,
financing for housing acquisition and improvement is severely
limited. Only two financial institutions make more than a 
nominal number of loans for these purposes, and even these 
institutions' activity is minimal. Yet, a strong need exists 
for such financing, especially for the large segment of the 
Kigali population with incomes below 10,000 Rwandan Francs 
per month, for whom only one sma i. housing project has been 
completed to date.
 

In order to assume this role as a major source of residential
 
financing, the Caisse Hypothecaire needs to undertake a 
number of policy and administrative changes including the 
following : 

o 	 Place greater emphasis on housing programs for a 
broader segment of the Kigali population than those 
currently served by the organization. 

o 	 Establish a more effective accounting, budgeting
 
and financial management system in order to better
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O 	 determine funding needs, and the costs and income
 
resulting from its current activities.
 

o 	 Determine uays to increase the institution's
 
financial viability including identification of
 
poss..ble long-term, lower cost funding sources,
 
such as a housing fund based on employer
 
contriOutions or pensions; and possible servicing
 
of other institutions' residential loan portfolios.
 

o 	 Improve internal a61iiinistrative procedures,
 

especially those involved in:
 

--	 Loan underwriting 

--	 Loan application processing 

--	 Loan servicing 

Construction contract monitoring and
 
contractor payment disbursement.
 

0 Provide opportunities for its staff, which already
 
has strong academic credentials, to receive special
 
on-the-iob training and courses outside the country
 
on effective housing program design, private sector
 
procedures for underwriting and managing loans, and
 
financial management.
 

The government of Rwanda, through the Ministry of Public
 
Works and Engineering, is beginning to examine a broad
 
variety of housing prograifs including a proposed spontaneous
 
settlement upgrading program involving the United Nations
 
Habitat. Although a specific housing project does not
 
presently exist in a stage requiring AID assistance through
 
the Housing Guaranty Program at this time, projects such as
 
this one offer future possibilities for AID assistance. The
 
role of the Caisse Hypothecaire in this type of project could
 
be significant as the institution capable of processing and
 
servicing large numbers of residential loans. This report
 
discusses the Caisse Hypothecaire's existing functions and
 
recommends areas of possible technical assistance that AID
 
and other organizations could provide to more clearly define
 
the institution's role and improve its day-to-day operations.
 

1-3
 



Chapter II
 

Major Housing Needs and Issues
 

This Chapter briefly reviews the character and magnitude of 
housing needs in Rwanda, especially in the City of Kigali. The 
purpose of this revicw is to examine the context within which the 
Caisse Hypothecaire operates and the tvpe[ of housing problems 
that the organization was designed to address. 

A. 	 Nationwide Housing Prc'Lles an_ Goals 

Very little information is available on nationwide housing
 
needs in Rwanda. The 'b]xLJa_ oEcDoic_ Socialand _
 
.Cultural Developmet:1982-1986 briefly discusses the issues
 
of both rural and urban housing; however, this approximately

500-page document, which is the main volume of the plan,

devotes less than 20 pages to this subject. The Rwandan
 
Government has not examined housing conditions and assessed
 
housing needs of the population nationwide, and information
 
on areas outside Kigali is particularly lacking. As a 
result, while the Third Plan discusses the general need for 
improvement of rural housing, specific projects for
 
accomplishing this goal are not discussed. Housing 
improvement activities recommended by the Third Plan include 
the following:
 

o Reinforcement of the role of the Caisse
 
Hypothecaire as the primuary source of financing for 
low-cost housing in urban, rural and semi-urban 
areas, but especially in Kigali.
 

o 	 Encouragement of industrial development projects 
that will produce local materials for building
 
construction.
 

o 	 Provision of services for upgrading of existing
 
spontaneous urban housing development areas. 

o 	 Provision oi sites and services for new areas of 
urban housing construction. 

o 	 Development of infrastructure, especially water 
sources to serve several families, in both urban 
and rural areas. 

o 	 Encouragement of higher-density housing development 
in both urban and rural areas. 

Although information on housing conditions and needs in rural
 
areas is limited, a considerable amount of information is
 
available for the City of Kigali. The Ministry of Public
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Works' research department recently conducted an extensive
 
shelter survey of Kigali. The National Bureau of Studies and
 
Projects (Bureau National d'etudes de Projets, BUNEP)
 
completed its analysis of Kigali in 1983. General data on
 
demographic characteristics of Rwanda are also available from
 
the 1978 General Census of Population and HousinD
 

B. Dempora-phic Trends
 

A 1983 report by the World Bank estimated the mid-1982
 
population of Rwanda at approximately 5.5 million people. Of
 
this popul.tIon, th~e BUNEP study estimated th.- about 173,000 
resided in, the City of Kigali in 1982. The 1982 population 
was aqpproximately 49 percent larger than the 1978 population,
 
which the national census estimated at 115,990 persons.

Because Kicali's geographic boundaries incorporate 11,200
 
hectares, the average population density for the city is only

15.4 persons per hectare. However, population density varies 
greatly from neighborhood to neighborhood, so that the main 
urban area has a density of 115 persons per hectare, arid some 
areas have densities exceeding 300 persons per hectare.
 

In 1978, there were about 28,400 households in Kigali. By 
1982, tie nur)er had increased to nearly 40,700. During a 4
year period, the number of households in the city increased 
b% nearlv 44 percent. Average household size in Kigali. in 
1982 was about 4.3 persons. 

Based on surveys of public and private sector enmployee-s, 
BUNiP estivated the salaries of people residing in Kigali.
According to that analysis, in 1982, over 70 per cent of all 
s lar ied exployecs earned less than 10,000 Rwandan Francs per
rionth (about $100 United States, given August 1984 exchange 
rates). In analyzing household income, the BUNEP study
estiarated that about 75 percent of the households earned 
20,000 Rwandan Francs (about $200) or less per month. 
However, this estimate of household income has been 
criticized because it is based on the assumption that a 
significant number of households have two wage earners. In 
fact, household incomes ray be generally lower. 

C. C]aracteri tics of th-e _KigaljHousjDf_ St ock 

Housing in Kiga]i consists of two main categories deiending 
on the type of land on whicl, it is built : (3) cadastre 
housing, and (2) non-caC(atre housirg. The Government of 
Rwanda owns all land in tie counJtry. Hlowever, it can sell 
parcels of urban land to individuals for housing development. 
Cadastre housing consists of regulated dwell ings built on 
this registered land, whereas nn-cadastre housing is located 
in high-density squatter developments on government-owned 
land in cities or on dispersed rural sites.
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Only a small percentage of Kigali's housing is on registered
 
land. According to the survey by the Bureau of Studies and
 
Projects, of the 40,144 dwellings in Kigali, only 2,847 or 7
 
percent are cadastre housing. The remainder are
 
unregularized dwellings located in spontaneous settlements.
 

1. Ho ing godiopp
 

The B1JNIIN anl-vsis of housin,! conditions in Kigali 
catcbjo i :ct ti:e no;': ±i; stoci- according to the type of 
construction and approximate value of the structures. 
The eight categories of housing in this survey range
from very basic housing of mud and brick construction 
valued at less than ]00,000 Rwandan Francs (cuirently

aLout $1,000) to high-quality housing valued at more 
than 5,000,000 Rwandan Francs (approximately $50,000).

The latter is occupied primarily by expatriates living
 
in Kigali. Appendix B describes in French the types of
 
materials and characteristics of each of the eight
 
categories.
 

Based on the BUNEP survey, approximately 67 pcent of 
Kigali's housing is in category one, which consists of 
mud and brick construction valued at less than 100,000 
Rwandan Francs. These one-story structures are very
sinilar to those found in rural sectioils of the country.
Another 21 pt;rcent of the housing stock is in category 
two, which includes dwellings valued betweci ICO,000 and 
300,000 Ewandari Francs. Both of these housing 
categoric-s consist solely of unregulated structures in 
spontanleous settlenents. In contrast, less than 6 
percent of Kicali's housing stock iEs in categori,e. with 
values of 2.000,000 Rwandan Francs or iiore. Of the 
2,196 dwellings it,these categoric-es, only 30 are non
cadastre housing. (See Table I.) 

2. 1si1i Teppr e _ 

The majority of residential structures in Kigali are
 
owner-occupied. Of the 37,297 dwellings on unregistered
 
land, only 9,069, or 24 percent, are rented. However,
 
over half of the houses on registered land are rented.
 

For the rental properties on unregiistered land, 85 
percent have ronthly rental rates of less than 4,250 
Rwandan Francs. Over 94 percent of these dwellings have 
an estimated value of 300,000 Rwandan Francs or less. 

3. t7PJu siliJ St r u c touoAt yjt' 

As shown in the following table, the BUNEP study 
estimates that over 16,400 housing units were 
constructed in Kigali between 1.977 and 1981. 
Approximately 94 percent of these structures were in 
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spontaneous settlements. Both categories of housing
 
grew rapidly during that time period, however. Over 41
 
percent of the non-cadastre housing and approximately 38
 
percent of the cadastre housing were built during that
 
5-year period.
 

Table I. Kigali Housing Construction Trends
 

Ya~ Cadastre Nowfcaa.tre Toa
 

1977 93 3,517 3,610 
1978 146 3,575 3,721 
1979 233 3,318 3,551 
1980 356 2,954 3,310 
1981 257 1.97A 2WA23 

Total I,08 15,338 16,423
 

Average Annual 217 3,067 3,284
 

Source: Bureau National d'Etudes de Projets,

Etude d' Idept~if~ia5
 
_et_O _Evauatond1e_ a__encaihe_ Solvyable e_n_ _Loegments,
 

Volume I.
 

). Current _andj Pj ecteed Housin_ _Needs 

The housing survey estimates that in recent years an average
 
of 3,000 to 3,200 new dwelling units were required each year
 
in Kigali. This estimate of current demand is based in part
 
on assumptions about the demand of renters to purchase units.
 

By 1995, BUNEP estimates that Kigali's population will exceed
 
481,600 persons and the number of households will exceed
 
110,600. Given an estimate of 47,780 households in Kigali in
 
1984, over 62,800 additional housing units would be required
 
by 1995, not counting the need for dwellings to replace
 
seriously substandard housing.
 

Thus, the task of housing production and upgrading in Rwanda
 
is a major undertaking, even when the needs of Kigali alone 
are considered without ircl]ding the housing needs of other 
urban and rural areas. To date, the impact of government 
agencies in addressing these growing housing needs has been
 
limited. As is discussed in the following chapter, the
 
success in providing and improving housing for low- and
 
moderate-income households has been especially limited.
 

In order to better Eddress housing needs, the Rwandan
 
government with the help of the Caisse Hypothecaire, must
 
address issues including the following:
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o 	 Determine ways to encourage more extensive private
 
sector financing of housing for upper-income households.
 

o 	 Expand available financial assistance for housing
 
acquisition to the large segment of the Kigali
 
population who earn no more than 10,000 Rwandan Francs
 
per month.
 

0 	 Increzasec tij availability o financial asiistance for 
property improvements for this large, low- and moderate
income segment of the population. 

The remainder of this report discusses t.ic role of the Caisse
 
Hypothecaire to date in improving the Kigali housing stock,
 
and recommends ways to expand its role and increase its
 
impact in the future.
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Chapter III
 

Role 	of the Caisse Hypothecaire in Housing Production
 

~.Initial Purpose of the Cais se Hypothecare
 

The Caisse Hypothecaire was established in 1975 to assume the
 
role of primary promoter, financer and constructor of real
 
estate in Rwanda. Although headquartered in Kigali, it was
 
authorized to create branch offices throughout the country.
 
This institution was created primarily to participate in the
 
solution of Rwanda's housing shortage. According to the 
statues creating the nortgage bank, "its main purpose is to 
enable a greater number of households to acquire decent
 
accommodation in districts made practicable by the 
enforcement of the land statute." In achieving this purpose,
the mortgage bank was designed to participate in projects 
aimed 	at restructuring spontaneous town-districts and
 
providing them with basic infrastructures; and, in planned
 
new settlements, the bank was created to provide loans that 
would allow urban populations to acquire and build on State
approved plots of land. 

1. 	 Initial Owerall Objectives 

When 	first created, the Caisse Hypothecaire was not
 
limited to housing development and financE. According 
to statutes for the institution, it had a broad mandate
 
with 	major purposes as follows: 

o 	 "To finance the construction, the acquisition, the 
sale, the lease sale of social housing programs and 
the furnishing and maintenance of buildings. 

o 	 To build, to acquire, to rent, to hire, to manage,
 
to maintain, to improve and to better distribute
 
buildings. 

o 	 To carry out and promote real property activities, 
and to look for the necessary funds for these 
activities. 

o 	 To directly or indirectly participate in all
 
commercial or industrial operations in connection
 
with real estate activity, particularly by creating
 
new investment companies through the formation of a
 
partnership, subscription, security or social right 
purchase, amalgamation, association by 
participation or otherwise.
 

o 	 In general, to carry out any operation of social
 
interest."
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Thus, the Caisse Hypothecaire was initially envisioned
 
as an agency with a wide variety of roles in the areas
 
of encouraging real estate development, financing
 
projects, and actually constructing and managing
 
projects over time. Although production of housing for
 
low- and moderate-income households was to have been an
 
important objective for the Caisse, it was certainly not
 
limited to involvement in this type of real estate
 
activity :n(!, in fact, wars authori::.rd to participate in 
other types 01 nou.;ing development as well as comercial 
and industrial real estate development. These diverse
 
roles reqUired a wide variety of staff skills ranging
 
from real estate financial analysis to engineering,
 
architectural, and property management experience.
 

2. Financial Structure
 

The Caisse Hypothecaire was designed to be a financially
 
viable private joint stock company that would not
 
require ongoing subsidies from the State for most of its
 
activiticc . Initially, 850 shares were sold in the
 
institution, most of which belonged to the State of 
Rwanda and its institutions (650 shares), and to four 
banks (50 shares each). In July, 1983, additional 
shares were sold resulting in the following allocations: 

Shares
 

- The Republic of Rwanda 375 
- Caisse Social du Rwanda (1) 1,000 
- Office des Cultures Industrielles du Rwanda (2) 100 
- Banque Rwandaise de Developpement (3) 250 
- Commercial Bank of Pwanda 250 
- Bank of Kigali 150
 
- Magasins Generaux du Rwanda (4) 250 

Total 2,375
 

(1) Social Providence Fund of Rwanda
 
(2) Industrial Committee Board of Pwanda
 
(3) Development Bank of Rwanda
 
(4) The General Stores or Customs Agency of Rwanda
 

Under this new allocation, the c;cate of Rwanda and 
state-owned institutions retained majority control (62 
percent) of the institutuion. The State also controls 
the Caisse Hypothecaire's Board of Directors. In 1983, 
each of the mortgage bank's shares was valued at 
approximately 100,000 Rwandan Francs resulting in total
 
assets of 237,500,000 RwanCd-i Francs or about $2,500,000 
(United States dollars).
 

The mortgage bank has the authority to increase its
 
capital by creation of new cash contribution shares, by
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3. Board of _ Gt .vepct 

The Caisse Hypothecaire du Rwanda is administered by a
 
Board of Directors consisting of at least three, and no
 
more than seven, members who may hold office for
 
renewable 3-year terms. The Board is appointed by a
 
General Assembly of shareholders. Meetings of the Board
 
may be called by its chairman or by one half of its
 
members as often as necessary. The Statutes do not
 
state the specific minimum number of meetings each year; 
however, it appears that meetings are to be held about
 
once every 3 months. Directors may send representatives
 
if they are unable to attend themselves.
 

The Board of Directors is the major policymaker for the
 
Caisse Hypothecaire. Its powers include creation of
 
branches and sub-offices, appointment and dismissals of 
all employees, and the creation of related companies.
 
The Board has authority over actions that would affect
 
the mortgage bank's housing activities including
 
determination of rents for real estate; sale, exchange,
 
and acquisition of buildings; establishment of the
 
amount and terms of loans; and determination of actions
 
taken against debtors for unpaid debts.
 

The Board of Directors is authorized to appoint a Board 
of Auditors consisting of two members who are
 
responsible for examining the organization's records
 
once every 3 months; a General Manager, who is
 
responsible for the Caisse Hypothecaire's day-to-day
 
administration; and an Assistant to the General Manager.
 
Only the General Manager and the Assistant to the
 
General Manager are authorized to sign documents
 
pledging the organization. Under the General Manager
 
and the Assi.stant are Directors of 'ree major 
divisions: (1) the Director of Financial Operations,
 
(2) the Director of Real Property Promotion (e.g.,
 
development, architectural services), and (3) the
 
Director of Administration. In addition, four special
 
service sections report directly to the General Manager.
 
They are General Accounting, General Auditing, Planning
 
and Legal Services. 

As is discussed in Chapter IV, many positions authorized 
by the Statutes are not curiently filled. Overall, the 
structure and current staifing of the Caisse
 
Hypothecaire is more appropriat,_ for property
 
development than for real estate finance, especially
 
housing finance.
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The full potential of the Caisse Hypothecaire as the primary
 
agency to premote, finance and construct housing has not been
 
realized to date. Otbr institutions and agencies continue
 
to play an important part in the housing market. In order to
 
understand the current and potential roles of the mortgage

bank, it is imnortn-itt to bricfly cyai' nc tho kev aqencies and 
institutdons now deliveiy )! lnAwandi. The0 involved in hjousing 
most important institutions and their roles, which range from 
dev-lopment to finance to actual cojistructijon, ain discussed 
in this section of the report.
 

1. _oye!nn-ijAqenc es Respon siitle for__Housng 

At the time of the last mission to assess the Caisse
 
Hypothecaite's housing efforts, several governmental

agencies were involved in housing delivery, especially
 
in rural areas. These agencies included the Ministry of
 
Social Affaiis and Community Develolpmelt (FINASODECO),
 
the Ministry of Public Works and Equipient (.INITHAPE)

and the Caisse yvpothecaire. in addition, in rural
 
areas, the Ministry of Interior and the Ministry of
 
Agriculture played iportant roles in overall economic
 
development and land-use planning that affected housing
development and the concentraticn of various land uses 
in small geogcaphic areas. 

In January 1984, the roles of age-icieE othei than the 
Ministry of Public Works and Equ ipment and the Caisse 
Hlypothecaire in housing delivery were qieatly reduced. 
In particular, many functions of the Ministry of Social 
Affairs and Community Developmeint were dist ibuted among 
other agencies. 

At present, MINITRAPE and the Caisse Hypotnecaire are
 
responsible for most housing-related activities.
 
FINITRAPIF; now has control over urban land development
 
and provision of public services. Its recently created
 
Habitat division also appears to have an expanded role 
in the area of housing program design, especially for 
upgrading of existing spontaneous settlements and 
potential provision of sites and services for r.ew 
residenti I development. 

MITI]RAPI-; is one of the most capable of Rwanda's 
governmentla.genices. Although its past housing 
efforts focscd on construction of housing for civil 
servants, its role is clearly expanding. A proposed 
major project being considered by the World Bank, for 
example, involves uj:grading of a 345-hectare squatter
settlement with a population of about 16,000 people.
Although the magnitude of this proposed project is 
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especially ambitious, it represents an important change
 
in orientation by the Rwandan government from higher
income housing construction to emphasis on improvement
 
of housing and spontaneous settlements for lower-income
 
households.
 

2. The Roles ofFinancial Insti tutioris
 

Although the Caisse Ilypothecaire was initially designed
 
to assume the major tole in real estate financing, until 
recently the Caisse had made only 22 loans, while 
several other f inaricial institutions remained active in 
this area. This section of the report briefly reviews
 
the general characteristics of Rwanda's major financial
 
institutions and their roles in financing real estate
 
development, especially housing. 

The major financial institutions in Rwanda are as
 
follows:
 

o 	 Nationa-lBan}kofRwanda,_ Banfjue Nationale du Rwapda
 
-_BNR) serves as the reserve bank for the country
 
and is responsible for controlling the financial
 
activities of other banks. In the area of ihousing,

the National Bank controls all loans above a 
certain level and sets the i.raxirum ariortization 
period for loans for housing construction. 
(According to the 1983 BUNLP study, that maximum 
term is 15 years.) The Bank also establishes the 
maximum terns for social housing for low- and 
moderate- income households. Currently, the maximum 
interest rate is 9 percent and loans cannot exceed 
4,000,000 Rwandan Francs (about U.S. $40,000). 

o Fo~pr_Otj-er Fin ap c i &I_IDn sntitfit'ols 

Two commercial banks finance primarily short
term commercial operations. They are the 
Commercial Bank of Rwanda (Banque Commeiciale 
du Rwanda - BCR) and the Bank of Kigali (BK). 

People's Bank (Banque Populaire - BP) obtains 
saving , frorl, and grants credit to cooperative
meembers, especially in rural area . 

Rwanda Savings Bank (Cais.se d'E;pargne du 
Rwanda - CEP) collects sria]l amounts of 
savings.
 

o Two Special Purpn.aiialIpsjtuti 	 utior:s 

One of these organizations is the Caisse
 
Hypothecaire. The other is the Rwandan Development
 
Bank (Banque Rwandaise de Developpement - BRD)
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which specializes in long-term credit for
 

development.
 

Two Othe Non-BankiriInsitut ions
 

The Social Providence Fund (Caisse Sociale du
 
Rwanda - CSR) and the National Insurance Society
 
(Societe Nationale d'Assurance du Rwanda - SONARWA)
 

.
are not hanks becau s they do not r.anagi-, deposits
and gjrant c:editzit. 'nc Ca i3sse ;ocjal Ie provides 
disability insurance and pension plans, whereas 
SONARWA is the country's primary insurance 
organization. Both organizations represent a 
potential source of regular and substantial savings

that could be tapped for invesi-ment in real estate.,
 
especially housing.
 

According to an analysis by BUNEP in 1982, four
 
financial institutions regularly provide credit for
 
real estate: the two commercial banks, the Savinqs

Bank and the People's Bank. However, most loans by

the commercial banks are for major commercial 
development. 
Based on the BUNEP study, the Savings
Bank and the People's Bank are important sources of
 
small loans. In 1982, approximately 39 percent of
all loans by the People's Bank were for ieal estate 
and 45 percent of all loans by the Savings Bank 
were for this purpose. Conversations with 
representatives of the financial commiiunity showthat the People's Bank provides nurMeIous small 
loans for purchase of housing corjstruction
materials, especially in :lural areas. Although the 
Savings Bank has been active in real estate finance
in the past, there is some C3uestion about its 
ability to do so in the future because of general 
financial difficulties.
 

Although the majority of households in Kigali
 
apparently finance housing construction and
improvementsE gradually fron savings and salary 
advances, sore funds aLe available for hotU.sing
acquisitior,, construction, and improvement. As 
mentioned earlier, loan terms for social hou.-ing 
are set by the National Bank of Pwanda. Loans for 
other types of housinc, wi ich consist pr ~arily of
luxury housing, ar:e presently available at a 16
percent interest rate w4Lh a maximi'umi repayment
period of 10 years. In 19F2, accordiny to the 
BUNEP study, only 15 of 1.76 real estate loans were
 
for low-cost or social housing. In Kicali, each 
family is limited to loans on no more than two 
houses at any given tine.
 

Although the Caisse Hypothecaire's loan activity to
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which specializes in long-term credit for
 

development.
 

o Two Other Non-Ban king_Ipstitutiopp
 

The Social Providence Fund (Caisse Sociale du 
Rwanda - CSR) and the National Insurance Society 
(Societe Natic.nale d'Assurance du Rwanda - SONARWA) 
are not banks because they do not manage deposits
 
and grant credits. The Caisse Sociale provides
 
disability insuraice and pension plans, whereas 
SONARWA is tlie, country's primary insurance 
organization. Both organizations represent a 
potential source of regular and substantial savings 
that could be tappe(d for investment in real estate, 
especially housing. 

According to an analysis by BUNEP in 1982, four
 
finanicial institutions regularly provide credit for 
real estate: the two commercial banks, the Savings 
bank and the People's Bank. However, most loans by 
the corwmercial banks are for major commercial 
development. Based on the BUNEP study, the Savings 
Bank and the People's Bank are important sources of
 
small loans. In 1982, approximately 39 percent of
 
all loans by the Peo;le's Bank were for real estate 
and 45 percent of all loans by the Savings Bank
 
were for this purpose. Conversations with
 
representatives of the financial community show 
that the People's Bank provides numerous small 
loans fo. purchase of housing conistruction 
materials, especially in rural areas. Although the 
Savings Bank has been active in real estate finance 
in the past, there is some question about its 
ability to do so in the future because of general 
financial difficulties. 

Although the majority of hutuseholds in Kigali 
apparently finance housing construction and 
improvements (radually from savings and salary 
advances, some funds are available for housing 
acqt isition, construction, and improvement. As 
mentioned earlier, loan terms for social housing 
are et by the Nationa] Fank of Rwanda. Loans for 
other types of liousing, whjich consist primarily of 
luxury ijousinq, are prescnt y available at a 16
percent interest rate with a maxirium repayment 
per-i(d of 10 years. In 1982, according to the 
BUNEP study, only 15 of 176 real estate loans were 
for low-cost or social housing. In Kigali, each
 
faiily is limited to lcans on no more than two 
houses at any given time. 
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Although the Caisse Hypothecaire's loan activity to
 
date has been limited, other financial institutions
 
continue to meet some of the demand for real estate
 
loans.
 

3. Housin gConstruction Activity
 

As discussed in the BUNEP analysis of Kigali's housing
 
needs, the Caisse Hypothecaire operates as one of four 
types of builaers in the city, which are as follows: 

o Industrial Builders 

The BUNEP study includes in this category both 
private construct'on companies as well as the vast 
number of individuals who construct their own homes 
with or without assistance from skilled craftsmen. 
The study does not estimate the percentage of
 
housing built by each of these two very different
 
types of builders. BUNEP estimates that all non
cadastre housing and 65 percent of all cadastre 
housing is built by this majoi segment of the 
construction industry. In fact, nost housing in 
this category is constructed by individuals for 
their own use; however, discussions with local 
contractol s;and public officials indicate that a 
sizeable and skilled private construction ind,.stry 
exists. Until recently, private construction firms 
were involved in luxury housing construction; 
however, that market presently, appears to be 
somewhat overbuilt. Recent iiproverent in the 
rural education syste ajipear. I o L ovide skilled 
craftsmen and laborers for the housing coiistruction 
industry; however, one contractur who war 
interviewed expressed concern about the lack of
 
highly capable workers to supervise construction
 
work.
 

o BPidinSocieties 

The Caisse Hypothecaire is in the second category
 
of housing builders along with an actual building
society (I'Association Randajsc-. des Coriipagnons 

*ThisFati:eurs). bUil ddna society is responsible
for initiating the only low-irco.,e ,ouing
developnent project in Kigali thus far. Financed 
by foreign investment, this project constructed 140 
dwellings costing approxiniately 290,000 Rwandan
 
Francs each in 1981, and aimRed at jouschol ds 
earning les.s than 20,000 ,wandan Frarics per nionth. 
An additional 48 new houses were financed in part 
by a 10-million Rwandan Franc loan from thc. 
People's Bank.
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The housing program initiated by the building

society consists of smaller, less expensive
 
units and is aimed at lower-income households
 
than the project implemented by the Caisse
 
Hypothecaire. The houses built by the program
 
are smaller than the 22 units constructed by
 
the Caisse and are surrounded by sufficient
 

land for later expansion by the occupant.
 

The Caisse Hypothecaire now participates in
 

the implementation of this project.
 

0 e State 
The Government of Rwanda has participated
 
directly in housing development through
 
construction of housing as well as
 
construction loans. For example, according to
 
the BUNEP study, by 1982, the Ministry of
 
Public Works and Equipment built and
 
maintained housing for some public officials.
 
In addition, the Social Bank and the National
 
Bank of Rwanda have constructed housing for
 
their employees.
 

Criticisms of housing construction by the
 
State include concerns that. the housing
 
benefits only top officials and does not
 
address the needs of the majority of Rwanda's,
 
or even Kigali's, households; the costs of
 
maintaining the housing are significant; and 
rents paid by public officials are usually 
insufficient to cover development and 
financing costs. 

o Private Employers 

Like the Government of Rwanda and its
 
agencies, private firms occasionally construct
 
housing for their employees. In 1982, BUNEP
 
estimated that about 100 units had been
 
constructed by this group.
 

Overall, only a small percentage of Kigali's
 
housing is provided by public and private agencies.
 
The majority of dwellings are instead built by
 
individuals with some assistance from small,
 
experienced builders.
 

C. T uon-ofb Cais se _H'p bi J j_
 

The role of the Caisse Hypothecaire in the housing delivery
 
system has changed dramatically since its establishment and
 
remains unclear at this time. Although the Caisse was
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initially created in 1975 to promote, finance, and construct
 
housing and other real estate, its achievements in these
 
areas have been limited. In 1977, the mortgage bank
 
constructed 22 houses for lease-sale. The average cost of
 
these houses was 1,093,577 Rwandan Francs. Most units were
 
sold to high-level public officials and employees with
 
incomes of about 32,000 Rwandan Francs per month. Given the
 
distribution of household incomes in Kigali, only the top 10
 
to 15 percent of Kigali's households could afford this
 
housing. The mortgage bank incurred significant losses in
 
the project. due to delinquencies and defaults on ]0 of the 22
 
loans to housing purciiasers. 

Between 1977 and 1983, the Caisse focused primarily on
 
construction as an actual contractor. During that period, it
 
built about 100 structures for other public agencies
 
including houses, administrative buildings and schools. Its
 
skilled engineering and architectural staff also sold design

services to groups such as the building society, Compagnons

Batisseurs. Despite these numerous activities, the Caisse
 
Hypothecaire sustained significant financial losses during

these years as well as decreasing confidence by public

policymakers and the financial community.
 

As stated in the amended statutes for the Caisse Hypothecaire
 
in July 1983, a new role is now envisioned for the mortgage

bank. The statutes state that "today, the Caisse
 
Hypothecaire du Rwanda is shifting towards activities in
 
exclusive relation with real property promotion to the
 
detriment of construction activities. Henceforth, the major

activity of the Caisse Hypothecai.re shall be to promote

housing and more particularly the social lodgings as well as
 
to finance building activites."
 

The majority of persons whom we interviewed as part of this 
mission agreed with the need for the Caisse Hypothecaire to
 
get out of the contracting business which, in fact, it has
 
already begun to do. In its current project to construct 120
 
housing units, the mortgage bank has hired private
 
contractors to construct the dwellings.
 

Although most persons interviewed agreed that the Caisse
 
Hypothecaire should stop functioning as a building contractor
 
and focus on promotion and finance of real estate, especially
 
low-cost housing, the proposed role for the mortgage bank as
 
a financial institution was not clearly defined. Several
 
alternative roles for the Caisse Hypothecaire have been
 
proposed in recent years. For example, in 1979, a report to
 
the Ministry of Public Works and Equipment recommended that
 
the agency no longer engage in providing credit, but only
 
pronote real estate development by identifying development
opportunities, soliciting proposals from developers, and
 
facilitating project implementation. More recently,
 
proposals for the mortgage bank have emphasized a dual role
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as promoter and financer of development. Most public
 
policymakers agree that the mortgage bank should continue to
 
concentrate its efforts in the near future in Kigali as
 
opposed to other urban and rural areas.
 

In order to regain public confidence, ensure its financial
 
viability and successfully encourage real estate development

activity, the Caisse Hypothecaire must soon define its
 
specific functions within the housing and real estate
 
production process. The organization's lack of clearly
 
defined goals and objectives is presently the major reason
 
for its limited impact in the housing industry and its 
continuing financial instability.
 

D. Major Factors Affecting Housing Developpent and Improve-


Several factors may continue to limit housing development and
 
improvement efforts in Kiga]i and other parts of Rwanda, even

if the Caisse Hypothecaire becomes the strong real estate 
promoter and financer that 
was initially intended. These
 
factors include the following:
 

o LandOwnership_ Issue 

Several people interviewed expressed concern that
 
lack of secure land ownership or rights to usage
would limit efforts to improve existing spontaneous 
settlements on government-owned land. Lacking
confidence that they may retain ownership of 
housinci that they construct. many households way be
unwilling to invest in substantial, solid 
structures.
 

In recent years, a law controlling compensation for 
improvemeints on land expropriated by the State has
somewhat increased security of ownership by 
requiring compensation for improvements on the
land. However, in semi-urban areas where the 
transition from farmsteads to urban uses is
 
occurring rapidly, problems remain. Famil ies who 
have lived on land for many years are given 
payments only for improvements on that land. Each 
family is also allocated an urban parcel, which is
often perceived to have less vale than the 
farmstead tfat provided an important source of food 
for the fant ily. Furthermore, according to the 
BUNEP study, some occupants of unrecistered Jand; 
have not been fully awaze of their rights for 
compensation and have not demanded adequate
compensation. According to local public officials, 
the State is currently examining the expropriation 
process and attempting to identify ways to ensure 
that the State provides adequate compensation for
 
lands, especially those located on the urban
 
fringe.
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Provision of low cost financing by the Caisse or
 
other organizations addresses only one of the major
 
costs of housing development and improvement. The
 
cost of land acquisition in the form of
 
compensation for expropriated lands and, most
 
importantly, the cost of public services affect the
 
total cost of development and upgrading of
 
sport Lwc,:
etzi:icntas, which to datce has Leen 
borne largely by the State. The Government of 
Rwanda must examine .ays to pay for these costs. 

o Cost o ConstructioD terIals 

Another factor affecting housing costs in Rwanda is
 
the cost of construction materials, many of which 
must be imported. Additional research is required
 
to determine how best to use local materials and to
 
encourage their efficient manufacture.
 

Each of these issues must be addressed by the government
 
of Rwanda if the Caisse Hypothecaire and other 
participants in the housing delivery system are to 
become more successful and effective in expanding and 
improving the nation's housing stock. Most of these 
issues are beyond the control of the mortgage ban and
 
must be addressed by ministries of the Rwandan 
government, such as the Ministry of Public Works. Of 
the four major issueo, the Caisse Hupothecaire is likely 
to have an impact only in the area ef reducing the cost 
of construction materials by researching potential 
manufacture and use o1 local materials. 
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Chapter IV
 

Current Programs and Administrative Structure
 
of the Caisse Hypothecaire du Rwanda
 

A. Curlcent Project
 

The mortgage bank's mair project at this time is construction
 
of 126 units of housing. Unlike the previous 22 unit project

implemented by the Caisse Hypothecaire, the mortgage bank is
 
nut functioning as the general contractor for these units but
 
instead is monitoring the work of private construction
 
companies with which it contracted Lo perform the work. The
 
mortgage bank's major control over the quality of
 
construction work by these private contractors is its
 
willingness or refusal to pay for completed work. In this
 
respect, the organization is beginning to function more
 
effectively as a financial institution, and is responsible

only for verifying work completion and quality at the time of
 
payment.
 

The 126 rental-purchase units presently under construction
 
are the first phase of a proposed 200-unit project. The
 
houses range in size from about 61 square meters to 95 square
 
meters and will rent for 9,980 to 16,031 Rwandan Francs per

month. This monthly cost is based on an effective interest
 
rate of 9 percent for eventual purchase of the un>its over a
 
20- year period. The construction costs for these units
 
range from 600,000 to 2,000,000 Rwandan Frncs. Althoughi
these dwellings are simal]cr thin thesc previ,.ously coistructed 
by the Caisse and the monthly housing costs are lower, they 
are not afforda,]e by the majo it, of Eigali households. The
 
nurtyage hank's staff estimate that households with incomes
 
between 15,000 and 80,000 Rwandan crancs per month will be 
able to afford these houses at the Epecified monthly costs. 
The staff assune that only 25 percent of household income 
will be dcv.ted to housing cost:. 

Financing for dve],':,rz t of tihis jr jea:t waE provided by the 
Governrent of wanua vhic loaned the Caisse Hpothecaire 105 
million Rvandan Fraie: at. a 3-peicent intirrot rate for 20 
years. Thie differc,( i .. ee;. tne 9 percenL cnaryed for 
amor tization of :.,ortgeac 15hri, and the 3 perccnt paid to the 
State is used Jrcin3y to cover the mortgage hank's 
administrative costQ. However, ,acd on a discussion with 
the staff in the cLedit and accounting departments, total 
administrative costs will not be cove.red y this interest
 
rate spread, and the mortgage bank would LJave to earn an
 
additional 0.5 percent in order to break even.
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Table 2. Characteristics of Housing 
in Current Construction Program 

Type of 
House 

Number of 
Units Built 

Total Size 
(sq. meters) 

Rooms and 
Room Sizes 

(so j~oers) 

Monthly 
Rent* 

1 18 61.26m2 Room I  6.36m2 
Room 2 - 10.28m2 
Living Room and 

eating area -
16 .67m2 

Exterior Cooking 

9,980 

Exterior toilet 
facility 

2 26 86.04m2 Room I - 13.44m2 
Room 2  8.96m2 
Room 3  8.40m2 

11,441 

Interior Wash room 
Living room and 

eating area -
28. 88m2 

Exterior toilet 
f acil ity 

3 40 82.05m2 Room I - 9.80m2 
Room 2 - 10.40m2 
Room 3 - 7.20m2 
Interior wash room 
Living room and 

eating area -
15.12m2 

Cooking area -

5.22m2 
Storage area -

2 . 52m2 

10,777 
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Exterior toilet
 
facility
 

4 	 22 84.11m2 Room 1 - 9.85m2 13,148
 

Room 2 - 8.92m2 
Room 3 - 6.00m2 
Interior wash room 
Living room and 

eating area
 
20.24m2 

Cooking area 

8.lOm2 
Storage area 

3.65m2 
Exterior toilet
 

facil ity 
(2 barzas?)
 

5 20 94.65m2 	 Room 1 - 9.45m2 
Room 2 - 10.80m2 
Room 3 - 6.65m2 
Interior wash room 
Living room and 

eating area 
21.32m2 

Cooking area 

4.83m2 
Storage alea
 

2.1Om 
Une chambre pour 

boy - 3.20m2?
 
Exterior toilet
 

facility
 
More than 2 barzas
 

* Rent in Rwandan Francs based on a 20-year payment period for 
eventual purchase at 9 percent interest. 

Source: Caisse Hypothecaire du Rwanda, brochure
 

B. O!ganizatinalStructureoftheMortoaceBank
 

The Caisse Hypothecaire du Rwanda had a total of
 
approximately 50 staff persons. The numhe: of staff has 
increased significantly in recent months. According to the 
proposed 1984 budget, as of December 1983 the mortgage bank
 
had 32 staff persons, up from about 22 	persons in March 1983.
 
The budget proposed adding 34 new staff persons during 1984.
 
The following organizational chart, which appears in the 1983
 
Statutes. regulating the Caisse Hypothecaire, shows the
 
proposed structure of the mortgage bank. At present, many of
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the functional areas indicated 
on the chart have no staff
 
people.
 

The major departments within the mortgage bank and their
 
current staff levels and functions are as follows:
 

1. Fiapce
 

The department of financial services is divided into two
 
divisions that are to be headed by a Director of 
Finance. However, at present, that position is 
vacant.
 
The Department of Financial Operations is responsible
for both obtaining financial resources for the mortgage

bank in the form of loans, grants, shares or bonds, or 
any other funding sources; and processing and servicing
loans made by the organization to borrowers. Despite
the importance of this department to the Caisse 
Hypothecaire in its role as real estate financer, atpresent, this department is not attributed greater 
importance than other departments, such as the

department responsible for architectural and engineering
 
services. According to the proposed 1984 budget, this
department had three employees as of December 1983. 
During the 1984 fiscal year, the budget allocated

sufficient funds to triple the size of the staff to nine 
persons. In fact, at the time of out analysis of theinstitution not all positions had been filled. Existing

and proposed positions included the following: 

Po1ition Positions Filled Proposed 1984Asopf_ ]1984 Posit ionls 

Director of Finance 1 
Head of Financial Services 1
 
Special Assistant of
 

Financial Services 1 
Accountant of Financial
 
Services 
 1 

Cashier 
Manager of Credit Services 1 
Special Assistant of
 

Credit Services 1
 
Accountant of Credit
 

Services 
 1
 
Typist 
 1 

Total 
3 6 
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The two divisions within the department are as follows:
 

o 	 CreditLoan Servicinglision
 

This 	division currently consists of a supervisor,
 
two key staff people and a technician. The primary
 
responsibilities of the division are developing
 
repayment schedules for loans and ensuring
 
repafyrcvrt of the loans, The division is also 
respoAilsihle for reviowing loan applications and 
underwriting loans. Given the small volume of
 
loans handled by this division to date, it has not
 
required numerous staff persons. Even the addition
 
of 126 to 200 loan/purchase agreements and 700 or
 
more loan applications resulting from the mortgage
 
bank's current state-funded housing construction
 
program should not increase permanent staff needs
 
for this division. In order to begin reviewing the
 
numerous applications for the new houses that are
 
to be completed in the spring of 1985, the division
 
employed several students during the summer to
 
briefly exaimine the requests to determine if
 
applicaits satisfied two fairly broad requirements.
 
These elijibility criteria include income limits
 
and the restriction that families can not presently
 
own a hnee.
 

o 	 FinancialServicesDivision 

This 	division is now comprised of two people who
 
are primarily responsible for identifying oppor
tunities for obtaining financial resources both
 
inside and outside o Rwanda. The Head of
 
Financial Services studied economics in Brussels
 
following his studies at the national university in
 
Rwanda. He also received some training at the
 
National Bank of Belgium. The Special Assistant
 
for Financial Services studied in Switzerland.
 

The Financial Services staff have examined a 
variety of alternative funding sources for the 
Caisse liypothecaire including: 

0 Having the mortgaqe bank borrow from other 
count r ies. 

0 	 Using funds from other countries that are borrowed
 
by the State of Rwanda, serving as an intermediary.
 

o 	 Selling shales to the private sector. 

0 
 Borrowing from the Rwandan government at low
 
interest rates.
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2. Real EstatePjomot io.n
 

This department is also designed to have a director who
 
supervises two divisions; however, that position is not
 
presently filled. In 1983, the Department of Real
 
Estate Promotion had seven people. According to the
 
proposed 1984 budget, an additional eight staff people
 
were needed. At the time of our analysis, all of the
 
proposed positions had not been filled. The 1.983 staff 
positions and the proposed 1984 staff level were as 
follows: 

Position Positions Filled Proposed
 
Asof 1983 1984
Posit iOn]s
 

Director of Real Estate 
 1
 
Promotion 

Head of Research Services 1 
Special Assistant of 

Research Services 1 
Land Use Planner 
 1
 
Drafts ani 3 
Head of Work Survey 1 

Ser v ces 
Special Assistants of 

Work Survey Services 2 4 
Accounts Clerk for Work 
Survey Services 1 

Total 7 8 

As this listing of existing 1983 positions and proposed 
1984 positions shows, the organization currently has a 
number of people who provide drafting and architectural 
services to other Rwanda agencies including the Ministry

of Public Works. Plans to increase staff in this
 
department focus primarly on individuais with skills in
 
monitoring construction work. Two positions for 
graduate level staff in research and land-use planning 
were alse included in the proposed 1984 budget. 

Currenti],, two staff persons in tills department are 
roonitoriny the wor < of only three qeneral contractors 
who are respoiisiLie for constructing the 126 units being
built b-y the Caissc Hypothecaire. Of tie three private
construction firms, one is responsible for building 60 
units, one is responsible for buildin(: 20 units, and the 
third is constructing 46 units. The renaininI 
Department of Real Estate Proomotion ,taff piovide
architectural and engineering services to other 
agern "es.
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The two subdivisions within the Department of Real
 
Estate Promotion are as follows:
 

o 	 Research Services -- which conducts studies in
 
areas such as construction materials and provides
 
architectural services.
 

0 
 Work Survey-Services -- which monitors construction
 
work.
 

3. 	 Administration
 

This department is comprised of a Division of Staff
 
Administration and a Bursary, each of which has 
two
 
people. The department handles personnel and related
 
issues, and includes a variety of support staff
 
including chauffeurs and building maintenance staff for
 
the Caisse Hypothecaire's administrative building. The
 
planned directo.:'s position in this department is not
 
filled. Existing 1983 and proposed 1984 staff in this
 
department were as follows:
 

Posit icn Positions Filled Proposed
 
As Of 1983 1984
 

Positions
 

Special Administrator
 
Assistant 
 I 

Special Assistants of
 
Personnel and Other
 
Services 3
 

Accounts Secretary 1
 
Attendant 
 1
 
Chauffeurs 
 6
 
Mechani c/Chauffeur 	 1 
Orderlies 
 1 	 2
 
Night Watchmen 2 	 1 
Gardeners 
 1 1 
Porest i cs 1 

Total 	 14 
 8
 

4. 	 Fou rDios_ that RgportDirgctlvyto tbeDirector
 

The organizational structure designated in the Statutes
 
for the Caisse Hypothecaire establishes four special

services division that report directly to the Director
 
General or his assistant. In fact, all divisions
 
presently report to the Director, because positions for
 
the Assistant to the Director General 
as well as the
 
thLee department directors' positions are not presently
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filled. The existing and proposed positions with the
 
Director General's Department are as follows:
 

Position 	 Positions Filled Proposed

As_9Of 1983 198S4 

Director General 1
 
Assistant to the Director
 

General 
 1 
Secretary/Typist 1 
Secretary'Stenog rapher 1 
Secretary/File C]erk 1 
Telephone Operator 1 
Process-Server 1
 
Typing Supervisor 1 
Comptroller 1 
Head of Legal Services 1 
Special Assistant Legal
 

Services 
 1 
Assistant Head Accountant 1 
Special Assistant of 

Accounting ServiceE 1 
Prints g/Copying Staff 

Per son 1 
Manager of Planning Services 1 
Special Assistants of 
Planning Services 1 2 

Filing Clerk 1 
Secreta ry/Typist --- _ 

Total 8 	 12
 

The divisions organized directly under the Director
 
General's Department are as follows:
 

o 	 PlaDI4DgSeryices (3 people) -- this division is
 
responsible for planning the mortgage bank's
 
programs and projects and undertaking demographic
 

s
and other studie . The division's manager was
 
trained as an economist in Belguim. The staff are
 
primarily involved in reviewing reports such as the
 
housing conditions study by BUNEP, and in
 
identifying ways to provide affordable housing in
 
Kigali.
 

o 	 l Services (one person) -- this division
 
examines all legal issues affecting the mortgage
 
bank ranging from issues related to sale of
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shares to foreclosure on defaulted loans to home
 
buyers, tax issues, personnel issues, and
 
contractor contract negotiation.
 

o 	 GeneralAccountsService (3 people) -- this
 
division maintains the organization's financial
 
records. Present staff include th- department
 
manager, a special assistant and a Lecretary. They
 
are responsible for recording infor.ction on the 
organization's activities, assisting the Finance
 
Department in preparing budgets, presenting the
 
financial status of the institution, and general
 
bookkeeping.
 

_General Auditina (zero staff at present) -- this 
division was designed as a division of budget
 
planning and management.
 

5. 	 General Secretarial_and Public Bela
.at-ion
 

At the tire of our analysis, this division consists of 
three clerical staff and their supervisor. As this
 
analysis of the Caisse Hypothecaire's organization
 
shows, the institution does not presently function as a
 
financial institution. Despite organizational changes
 
in 1983 that ended its role as a general contractor, a 
significant number of staff still provide architectural 
and engineer ing services. Staff involved in the 
Financial Services Department. do not focus exclILsively 
on housing finance but on all types of real estate 
finance ir.cJl inrg corn..ercial and industrial projects. 
As is discussed later, it is not clear whether the
 
services sold to other agencies by the Caisse staff are 
sufficient to cover the costs of providing these 
services.
 

Academic_ ualifications of- the <Staff 

According to a memorandum -y the Caisse Hypothecaire, the 
qualifications of key administrative staff are as follows:
 

-	 One doctor of construction and civil engineering.
 
- One architect.
 
- One civil engineei.
 
-	 One lawyer. 
-	 Si:,. economists. 

In addition to these key staff people, the mortgage bank 
employs three civil engineers, four economists and one 
person with legal training, other staff include 
clerical and support staff.
 

The key administrative staff have very strcang academic
 
credentials. However, many have only recently completed
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their graduate degrees and lack extensive experience with
 
either private financial institutions or public agencies.

Several key staff expressed an interest in training that
 
would increase their knowledge and understanding of
 
successful housing and real estate development projects in
 
other third-world countries.
 

D. Administrative Pocedures
 

Despite its broad mandate in real estate promotion and
 
finance, in many ways, the Caisse Hypothecaire functions like
 
a prope.rty developer rather than a financial institution. In
 
the area of housing, for example, its rajor project involves
 
preparint construction drawings and development plans, and
 
contracting out construction work. However, two major

differences exist netween the functions of 
the Caisse and 
those of a typical developer in the Uni ted States, for 
instance. First of all, the Caisse does not become involved 
in property or land acquisition. Second, instead of take-out
 
iAnancing, the Caisse borrows long-term and retains ownership
 
of the housir: units until the tenant/purchasers pay off
 
their share of debt on the property. The Caisse Hypothecaire
 
also manages housin , cohmercjal, and industr ial construction 
programs of othe; oveinmenet agencies. 

The Ca i sse pothecaire se-s two types of financing 
riechani srs for housing: (1) individual loans and (2)

lease/purchase agreenents;. However, only tihree loans have
 
been nade to in'ividuals during tIe 9-year history of the 
Caissa, in wnhich the borrower in:!udiately received title to 
the property Ui1,ovcment. Each of thcse l-,ans were for 
approximately 4,000,000 Rwandan Francs were madeaW to 
persons who built their own houses.
 

Specific administrative areas that w.1i have major impacts on
 
the Caisse Hypothecaire's ability to continue these current
 
housing activities or expand then in the future are discussed
 
on the following pages.
 

VY1. _Alac.t ion PVcssing_ and Loa Unerwr itinn Procedures 

The Credit Services Division of the Financial Department 
is the section within the Caisse Hypothecaire do Pwanda 
that is pr iarily responsible for approving and 
servicing houLsing loans. As iscussed earlier, this 
section currently has three staff ecoIe. This staff 
level appears to he more than adequate to handle the
 
institution's current loan vclume, especially since 
students augienited the staff ouin the sumner and 
assisted in initially reviewing the sib. taptial n-umber 
of applications for houses now under constructionr as
 
part of the mortgage bank's current housing program.
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Although the institution has had little use for an
 
efficient application processing and loan anderwriting
 
procedure in the past, established procedures are now
 
required to handle applications for the 126 housing
 
units that will be completed in SprinC 1985, and to
 
enable the Caisse to expand its role as a financial
 
institution. Presently, staff have no specific
 
procedures for reviewing rent/purchase applications or
 
for determining if potential tenant/purchasers can
 
afford proposed monthly payments. Based on discussions
 
with staff, only two eligibility criteria are used to 
select tenant/purchasers: (1) they can not currently own 
a home, and (2) their incomes can not exceed specific
 
limits. Furthermore, procedures such as those for
 
verifying incomes and employment are not clearly 
defined. 

At the time of our analysis, the Caisse had already 
received about 700 applications for the houses to be
 
completed in 1985 as a result of advertising, including
 
announcements on the radio. The two established 
eligibility criteria alone are unlikely to eliminate a
 
significant percentage of these applicants. More
 
specific selection criteria are required for two
 
purposes:
 

o 	 To ensure the fair and efficient allocation of
 
housing resources to the population.
 

o 	 To determine if prospective tenant purchasers have
 
adequate incomes to make monthly housing payments. 

Careful screening of applications and underwriting of
 
loans is an important first step to ensure that loans 
are repaid to the mortgage bank. If the institution is 
to increase its mortgage lending activities in the
 
future, the staff will have to develop improved 
administrative procedures in this area.
 

2. 	 Loa Seryi cin
 

The Caisse Hypothecaire does not presently have
 
efficient procedures for loan collections. The initial
 
loan 	 portfolio of 22 loans was very small. It is not 
clear what selection criteria were useJ to determine
 
eligibility for these loans. According to Credit 
Services Division stalf, of the 22 initial loans, 10
 
were paid off almost immediately and two loans were 
prepaid prior to the end of their specified amortization 
periods. Prepaid loans included the actual construction
 
costs plus 10 percent to cover the mortgage bank's cost. 
The bank is now servicing 10 loans, four of which have 
serious delinquencies and are currently being processed 
through the judicial system, and six of which have 
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caused some collection difficulties. One person has
 
actually been evicted from a property to date and the
 
property was sold at auction for the purchase price plus
 
6 percent for the State.
 

Present loan collection procedures include the
 
following:
 

o 	 Two weeks after a payment due date, a letter is
 
sent to borrower/tenant requesting payment.
 

o 	 For:I -t K ;.1c or sent%ct ,:n .v.e i" J a let', is 
announcing cut rt action ar payment is not made. 

o 	 Three months from the initial payment due date, 
eviction wiay occur. 

In fact, these stated procedures do not appear to be
 
followed. Due in part to delays in the judicial system,
 
the one case that actually resulted in eviction took
 
over one year. Documentation actually describing
 
established collection procedures was not available.
 

Given the presently small case load, the Credit Services 
Division staff have however apparently been able to work 
out individual repayment agreements for most borrowers 
with delinquent loans. Borcwers who are temporarily 
unemployed, for exanple, are allowed to make no payments 
for up to four months, then arrange a repayment 
schedule. A 3-percent fee is supposed to be charged for 
late 	payments. 

In contrast to the mortgage bank's experience, the only 
other lc)w-cost project in Kigali, which was ini tiated by
the building society, has experienced a relatively high
 
level of loan collections. Although a number of
 
families fell behind in their payments at one tine, 
pressure by members of the cormune resulted in many
families correcting their delinquencies and working out
 
repayment schedules. Also, the commune evicts chronic 
defaulters expeditiously. According to the 1983 annual
 
report on the project, four borrowers were being evicted
 
and five had recently established new repayment 
schedules. As a result in part of prepayrents, the 
project is well ahead of its expected repayment level. 
The following table shows loan repayments between May 
and December 1983. 
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Table 3. Loan Repayments for the
 
Building Society's Housing Project
 

(in Rwandan Francs)
 

Month Amountto be 	 Amount Reupd
__Re 	ouped 


May 308,836 414,093
 
June 339,865 219,724
 
July 341,256 604,806
 
August 34],256 487,456
 
September 345,265 371,365
 
October 345,265 220,667
 
November 345,265 498,915
 
December 345,265 
 304,457
 

Total 2,712,282 	 3,121,483
 

Source: Annual Report of the Program of Affordable Houses, 1983
 

In order to more efficiently handle the 126
 
lease/purchase agreements in 1985 and, most importantly,
 
in order to assure a larger role in real estate
 
financing, the Caisse Hypothecaire must establish more
 
effective loan collection procedures. Types of
 
procedures that the staff sould consider include the
 
following:
 

o 	 Improvement of procedures to bill borrowers -- The
 
bank should consider revising its procedures for
 
billing tenant/purchasers.
 

o 	 Designation of specific times to contact delinquent
 
borrowers (e.g., 30, 60 or 90 days after payment

due date). -- Despite the procedures discussed
 
above, the mortgage bank does not appear tohave an
 
established procedure for identifying delinquent
 
loans.
 

o 	 Use of successively stronger letters to delinquent
 
borrowers depending on lencth of delinquency period
 
-- Based on discussions with staff, it is not clear
 
how or when letters are delivered to delinquent

bortowers. Copies of these letters indicating the
 
language used were not available.
 

0 	 Use of direct personal contact with delinquent
 
borrowers -- Staff of the Credit Services Division
 
did not indicate whcn oi if they contact delinquent
 
borrowers directly to discuss repayment problems.
 

o 	 Strict Imposition of Late Fees -- Although a late 
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o 	 Strict imposition of Late Fees -- Although a late
 
fee of 3 percent is supposed to be required on
 
delinquent payments, it is not apparent that the
 
fee is regularly charged or collected. A higher
 
late 	fee may be necessary.
 

o 	 More extensive use of repayment, forbearance, 
compromise, and reinstatement agreements --
Al thounh the mortgage bank has ha2 sor.e success in 
dcvci ojj i;, cL iLay:,t sCL.eCU!CZ fo. 1 IorLcwerL by 
extending the lan repd'mer:t period, greater 
emphasis should be placed on this technique to 
ensure higher loan collection levels. 

o 	 Development of better recordkeeping techniques to
 
track loan repayments and to identify delinquent
 
accounts -- Based on our initial analysis, it was
 

not clear how effectively or regularly the bank 
updates information on loan repayments and the 
status of lease/purcha.,e agreements. All records 
are hand tabulated; however, forms were not 
available showing how and when information is 
recorded. 

o 	 Stricter procedures for dealing with chronic 
delinquencies -- One reason for the success of the 
building society's housing project has been its
 
strict treatment of borrowers whose loans are
 
chronically in default. First of all, commune
 
members exercise strong peer pressure by
 
publicizing delinquencies that threaten the 
security of the communes' overall investment. 
Secondly, evictions are used to ouickly remove 
borrowers who refuse to pay. 

These ar- only a few of the areas that the Credit
 
Services Division state should when establishing
 
loan collection procedures. A thorough review is
 
required of existing procedures and future changes
 
needed to handle a larger lcan portfolio.
 

3. 	 Contractor- opipjp pno 

In its role as a property developer, the Caisse
 
Hypothecaire du Rwanda has a major responsibility in
 
monitoring contractors for its own housing projects as
 
well 	as residential, cororercial and industrial
 
construction projects of other agencies. Even if the 
Caisse de-emphasikes this role as" a developer and acts 
more 	 as a financial institution, it will need sonto
skilled staff to ensure that quality, completed work is
 
in place when funds are dispersed.
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At present, the mortgage bank does not appear to have
 
careful procedures for disbursing funds. The mortgage
 
bank 	has only recently assumed its new role of
 
contracting work to construction companies that are
 
responsible for housing construction, and procedures for
 
making payments to these contractors are not clearly
 
defined. Based on discussions with staff and
 
contractors, monthly payments are made to contractors.
 
In order to ensure quality work, the mortgage bank
 
should consider the following:
 

o 	 Specific interim payments based on pre-established 
percentages of work completed according to 
specified standards, instead of regular monthly 
payments. 

O 	 Specific timeframe within which the mortgage bank's
 
staff with inspect completed work following a
 
request for payment by the contractor (e.g., within
 
one to two days).
 

o 	 Specific tin eframe within which the contractor will 
be paid following approval of completed work (e.g.,
 
one to two days).
 

o 	 Withholding of 10 percent of each payment until the 
entire project is completed to specified work 
standards and final payment is authorized. 

Although the Caisse Hlypothecaire no longer becomes 
directly involved in project construction, it is not
 
clear from discuss.ions, with staff how much time is spent 
monitoring contractors. An in depth analysis of 
contractor monitoring procedures should be conducted to 
ensur. that the Peal Estate Promotion Department's staff 
e.mploy efficient, streamlined procedures that 
effectively control work quality.
 

E. 	 Accountin g _aplFinanci al_.Playtiihno
 

The General Accounts Service consists of three staff people
 
who are responsible for manually maintaining the Caisse 
Hypothecaire's accounting system:. The General Auditing 
Division was designated by the Statutes as the part. of the 
organizational structure responsible for preparing budgets; 
however, as yet, this division hzs no staff people. 
Consequently, the General Accournts Service is also 
responsible for assisting thc Finance Departroent in preparing 
budgets.
 

A brief review of the nortgaae bank's accounting system 
identified a number of problem areas that decrease its 
effectiveness as a system foi financial management and 
control. Particular problem areas include the following: 

o 	 Lack of an accounting manual showing procedures for 
maintaining records 

o 	 Lack of funds flow accounting 

-iv- I C. 



o 	 Lack of centralization and control accounting for
 
purchase orders
 

o 	 Lack of a centralized construction cost accounting
 
system for the bank's housing and other real estate
 
construction projects.
 

Especially important to the Caisse Hypothecaire's operations

is a careful analysis of the costs of delivering specific

services through their Real Estate Promotion Department.

After encountering financial problems with the initial 
hou!sin,g loa-n proqair,, the iortqaq(. bank cq.:n st lln.,. 
construction services to other public agencies to increase
 
its income. It continues to provide architectural and
 
erigineering services, although it no longer serves as a 
general contractor. However, the mortgage bank's accounting

system does not enable the institution's administrators to 
determine if income from the services exceeds the cost of
 
providing them. 

The mortgage bank's financial condition remains a concern.
 
According to the General Accounting Services, the mortgage

bank 	continues to suffet 
a loss for the overall institution. 
As of August 31, 1984, the estimated loss for the first 8 
months of the year was 13,443,007 Rwandan Francs. In 1983,
the institution's annual loss was 28,564,277 Rwandan Francs.
Lacking a complete audited report on the institution, it is 
difficult to evaluate these estimates. It is clear, however,
that the financial performance of individual activity areas 
and projects, as well as the viability of the overall. 
]nstjtUtion, can not be fully assessed based on available 
informait ion. 

As a result, in part, of its limited accounting system, 
budget preparation and forecasting also are ]imited. A 
review of the institution's proposed 2983 and 1984 budgets
indicated sc-veral problem areas including the following: 

o 	 The budget consists largely of verbal descriptions of
 
projected expenditures and some income sources, and is
 
not in an income statement and balance sheet format
 

o 	 The budget does not include a cash-flow analysis for the 
y.ar 

o 	 Projections do not appear to be based on expenditure 
trends ill previous years 

o 	 Costs are not accLmulated by useful categories, such as 
administrative departments, funding sources, uses, or 
types of services offeied. 

During our analysis, the Director General indicated that the 
institution is considering undertaking an analysis to 
more
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accurately assess costs in order to better forecast future funding
 
needs. We believe that this is a very important undertaking and
 
Lecommend that initial technical assistance efforts by AID focus
 
on this analysis and improvement of the financial management
 
system. Potential benefits of an improved financial management
 
system would include the following:
 

o 	 More effective communication of financial arid
 
administrative policies
 

o 	 Better coordination of various activities of the
 

mortgage bank
 

o 	 Better use of available resources
 

o 	 More effective financial control. 

F. 	 Existing and Potential Fipanciicj_eppp _es
 

The Caisse Hypothecaise du Rwanda has in the past
 
undertaken numerous projects including actual
 
construction work in an attempt to generate ipcome and
 
sustain the institutior. Although the impact of some
 
projects on its financial viability is questionnable,
 
the organization continues to explore a variety of ways
 
to improve its financial status. As an result, many 
proposed activities have little to do with the mortgage
 
bank's primary mandate of providing affordable hous.ng. 
For example, in an effort to build its asset base, the
 
bank 	 is consideringi commercial developiment ventures such 
as expansion of the Hotel of a Thousand Hills (Hotel des 
Milles Collines) in Kigali. 

Clearly, the Caisse Hypothecaise can not continue to 
rely exclusively on its current funding sources. 
Although the mortgage bank has the capacity to increase
 
its capital through the sale of shares and bonds, in
 
fact, the private and public support for expanding the 
bank in this way has limits. Funding from the State 
itself is similarly linited. At present, a major source 
of funds for the Caisse Hypothecaise is the low-interest 
loan of 105 million Pwandan Francs by the state for
 
housing construction. The Financial Services Division
 
staff have also sought funds, especially low interest
 
rate loans and grants, from various sources outside the
 
country.
 

In order to continue and to expand its role in housing 
financing, the mortgage bank must s:ecuice a reliable 
source of lowei-cost funds. Several proposals have been 
made to mobilize fund in Rwanda from pension funds 
and/or employer contributions. The BUNEP study of 
housing needs, for example, recommended a system for 
using employer contributions to a type of housing fund. 
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However, actions have not been taken to establish such a
 
system. The Peoples Bank successfully mobilizes
 
earnings primarily from rural communes which it uses, in
 
part, to make housing loans; however, no major attempt
 
has been made to mobilize savings in urban areas for
 
housing. The Government of Rwanda and the Caisse
 
Hypothecaire should reexamine this alternative as 
a
 
potential funding source.
 

A more defined role should be established for the Caisse
 
Hypothecure as a large-volume financial institution for
 
acquisition and property improvement loans, especially
 
in urban areas. As discussed in Chapter III, at present
 
only the Peoples Bank and the Savings Bank provide
 
significant numbers of residential loans; however the
 
Peoples Bank loans priinarily in rural areas and the
 
Savings Bank appears to have financial problcTrs at this
 
time. A clear role exists for the Caisse Hypothicire as
 
a major lender for housing loans, especially if pension
 
funds and/or employer contributions are tapped as a
 
source of long-term, low cost resources.
 

In addition, as the Caisse Hypothecaise builds its
 
capacity and efficiency as a mortgage financing
 
institution, it could examine possiblities of servicing
 
mortagage portfolios of other institutions. This
 
activity could contribute greatly to the institutions
 
financial viability.
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Chapter V
 

Conclusions and Recommendations
 

The Government of Rwanda, especially through the Ministry of
 
Public Works and Equipment, is beginning to develop projects
 
oriented toward low-cost housing construction and upgrading of
 
spontaneous settlements. Although a nationwide housing strategy
 
for Rjwanda hafp r!ot yet been developed, a more comprehensive 
approach is evolving to meet the housing needs of households at 
various income levels in Kigali. The development of effective 
housing policies and programs has been recently facilitated by the 
governmental reorganization that made the Ministry of Public Works 
and Equipment and the Caisse l]ypothecaire the two agencies 
prinarily respon. ,] f':r housing. 

However, the specific role of the Caisse Hypothecaire du Rwanda in 
housing delivery remains undefined. In order to increase the 
mortgage bank's role in housing and improve its financial 
viability, a number of issues should he addressed and changes 
initiated by the Caisse Hypthecaire and the Governient of Rwanda. 
Based on our evaluation, a potential role for AID exists in this 
effort to better define the mortgage bank and improve its 
operation. However, participation by AID should however he
contingent uLp)on certain commitments and actions by the Rwanda 
government and the Caisse Hyothecaire to ensure that the hIank 
follows the same direction that the governmncit see:-'s increasingly 
to he taking. These cot itrtents are as follows: 

o Adoption of policies that focus the C'asse fypothecaire 

du Rwanda on providing housing for a broader segment of 
the Kigali population. 

o 	 Adoption of policies that reduce the mortgage bank's 
role in providing low-cost housing for upper income 
households. 

o 	 :suit of activities to encourage growth of the private 
sector to meet the housing needs of upper-income 
househo] ds. 

This 	chapter discusses potential areas of technical assistance
 
that AID should consider, if the Caisse Hypothicaire adopts this 
new focus for ts. proqras. 

A. Fap. apciai l aagment 

As a 	 prerequisite for many other inprovemer:t activities, the 
Caisse Hypothecaire du Pwanda should develup a financial 
management system that permits its administratioi, t.) 
accurately evaluate the costs and resulting income from 
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various activities and services, as well as more effectively
 
forecast funding needs. Specific areas of technical
 
assistance could include the following:
 

o 	 Design and help staff implement an accounting and
 
budgeting control system, and develop a procedures
 
manual to enable staff to maintain the system over time.
 

o 	 Design and help staff to implement an integrated 
firlancial manaqeme:nt and control system that will 
fac:ilitaLt- Iudure prugrm:,g u.nc jrojecti(.rn oi staff 
requirements; budget forecasting; funds flow analysis;
 
report preparation on achievement of goals and
 
objectives; ard monitoring and evalution of progress
 
toward specific goals by specific proqrans and projects,
 
as well as the institution overall.
 

0 Design and help staff to implement a cost accounting
 
system specifically for construction management.
 

B. BfD_tjoi of t] e~Ca isle Hyfpotbeca]re'_ Rs{~e ipl g]ofti~g
D.JPiir
 

Although an immediate benefit may result from examination and 
improvement of the mortgage bank's financial management 
system, many other administrative problems can be addressed 
effectively only after the Caisse Hypothecaire and the Rwanda 
government have established a clear policy role for the
 
institution in the nation's housing delivery system. The 
institution's activities now range from its housing 
lease/purchase program, to sale of architectural and 
engineering services, to possible financing of commercial 
develoipment projects, such as expansion of the Hotel des 
Milles Collines.
 

Since most causes of the Caisse Hypothecaire's lack of 
direction center around its efforts to improve its financial 
viability, a housing advisor could work with the institutions 
key staff to more clearly define its housing policy role by 
examining the following:
 

o 	 Feasibility of tapping pension funds or employer 
contributions as a source of low-cost funds.
 

0 	 Use of loan guarantees or loan insurance programs. 

0 Change of hCusing progarams to permit smaller subsidy 
requirements for each unit. 

0 
 Role 	of the mortgage bank versus other public agencies,

such as the Ministry of Public Works and Engineering, in 
housing development. 
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o Role of the Caisse Hypothecaire in the proposed
 
spontaneous housing upgrading project being considered
 
by the Public Works Minsitry and the United Nations
 
Habitat.
 

o 	 Potential for assuming a greater role in the financial
 
community as its capacities as a financial institution
 
improve (e.g., servicing other financial institution's
 
acquisition and home improvement loan portfolios).
 

In order to assist the Caisse Hypothecaire with this
 
clarification of its role in the housing delivery system, the
 
housing advisor should be familiar with the variety of
 
successful housing program options undertaken in other
 
countries, have expertise in design and operation of housing
 
finance agencies, and be sensitive to the national issues and
 
objectives in Rwanda.
 

After the role of the Caisse Hypothecaire in Rwanda's housing
 
delivery system is more clearly defined, the bank's staff
 
should examine how to more effectively correct some
 
administrative problem areas. If the Caisse Hypothecaire
 
decides to focus primarily on activities as a residential
 
lending insLitution, improvement of the following
 
administrative procedures will be especially important:
 

Of the 22 initial loans made by the mortgage bank, 10
 
experienced some collection problems and four became
 
seriously delinquent or defaulted. The Compagnon
 
Batisseur, which implemented the only low-cost housing
 
project in Kigali, experienced a much lower delinquency
 
rate due to strict collection procedures.
 

The Credit/Loan Servicing Division staff have recently
 
drafted revised contracts between the mortgage bank and
 
borrowers, which should facilitate loan collection;
 
however, this alone will not increase the level of
 
collection. A full evaluation of the loan collection
 
process would be useful to ensure adequate cost recovery
 
mechanisms. This assessment is important in the near
 
future since the Caisse Hypothecaire will soon have an
 
expanded portfolio of 126 loans, and if the bank is to
 
greatly expand its portfolio in the future. Potential
 
areas of technical assistance include the following:
 

o 	 Develop an accounting system that immediately
 
alerts appropriate staff that a loan is delinquent.
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o 	 Acquaint staff with the general principles of
 
business and loan collection employed by private
 
sector financial institutions.
 

o 	 Develop guidelines for individual analysis of each
 
delinquent case and for reinstating loan payments
 
(e.g., special relief provisions such as
 
repayments, forbearance, compromises, and
 
reinstatements).
 

o 	 Establish management review procedures to evaluate
 
both the borrower's actions and the loan servicer's
 
collection effo-ts before a final decision is made
 
to accept a particular repayment arrangement or
 
legal action.
 

o 	 Develop procedures for billing borrowers.
 

o 	 Establish procedures (e.g., letters, personal
 
contact) for contacting borrowers with delinquent
 
loans.
 

o 	 Recommend techniques to prevent or cure
 
delinquencies (e.g., use of late charges,
 
assignment of rents).
 

o 	 Evaluate policies and procedures governing
 
liquidation of loans (i.e., procedures used when a
 
borrower pays off a loan; when a loan is
 
administratively written off by the institution;
 
when the agency forecloses on a mortgage or
 
terminates a lease/purchase agreement; in the case
 
of mortgage loans to individuals, when the agency
 
accepts a deed in lieu of foreclosure).
 

o 	 Assess program reporting, monitoring and evaluation
 
needs for successful financial management.
 

o 	 Assess staff capabilities and requirements given
 
existing and projected loan servicing requirements.
 

2. 	 LkppIicatiop_.ProcessiDnPocg 3 s 

The Caisse Hypothecaire has already received
 
approximately 700 applications for its 126-unit housing
 
construction project, which should be ready for
 
occupancy in the spring of 1985. The agency does not as
 
yet have strict procedures for reviewing these
 
applications or specific criteria for approving or
 
rejecting applicants. Only two eligibility criteria
 
have 	been established at this time: (a) households must
 
be within specific income guidelines; and (b) households
 
cannot currently own a home.
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Since these criteria alone will probably not eliminate a
 
large percentage of the applicants, the mortgage bank
 
should consider establishing more detailed eligibility
 
criteria and efficient application processing
 
procedures.
 

Possible areas of technical assistance to address this
 
problem are as follows:
 

o 	 Assess characteristics and timing of housing
 
program promotion and advertising given program
 
design, goals and objectives, available resources
 
(i.e., houses, and financial assistance), and staff
 
capacity.
 

o 	 Assess program application forms to determine type
 
and usefulness of information required.
 

o 	 Evaluate the housing program application process to
 
determine specific tasks required of applicants as
 
well as bank staff, length of time required to
 
complete each step, efficiency of the process.
 

o 	 Assess applicant screening and loan underwriting
 
criteria.
 

o 	 Recommend program changes to ensure streamlined
 
administrative procedures, fair allocation of
 
housing resources to achieve stated program goals
 
and objectives, and sound underwriting of loans or
 
appropriate match of payment requirements under
 
lease/purchase agreements to tenant/purchaser
 
needs.
 

o 	 Assess staff capabilities and capacity to handle
 
existing and projected application processing
 
needs.
 

3. DtA. - otrjgPQ.4 

Discussions with staff and with a private contractor
 
currently working on the Caisse Hypothecaire's 126-unit
 
project suggested that more effective procedures may be
 
useful in monitoring construction work. Whether the
 
institUtion functions primarily as a lender in the
 
future or continues its construction monitoring
 
activities for other agencies, it will need efficient
 
procedures for scheduling interim to contractors
 
payments, inspecting completed work, requiring quality
 
work, and paying contractors once completed work is
 
approved.
 

Possible technical assistance tasks include the
 
following:
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o Conduct an in-depth review of present job
 

inspection and payment procedures.
 

o 	 Evaluate construction work performance standards.
 

o 	 Assess procedures for evaluating contractor
 
proposals (e.g., price, types of materials).
 

o 	 Examine procedure for scheduling work progress 
payments (e.g., based on percent of work 
completed). 

o 	 Assess program forms, and documents (e.g.,
inspection requests, inspection approvals, change
order approvals, payment authorizations). 

o Assess time required to complete necessary tasks
 
during construction inspections and payment
 
approvals.
 

0 	 Assess staff capabilities and requirements given
 
existing and projected workloads.
 

D. e 

In addition to these issues facing the Caisse Hypothecaire,

the Rwandan Government should examine several broader issues
 
that affect the potential success of the mortgage bank 
as
 
well as the functioning of the overall housing delivery
 
system. They include the following:
 

The issue of land ownership and compensation for
 
expropriated land appears to be an important factor
 
affecting the potential for upgrading spontaneous

settlements on State-owned land. The government should
 
examine ways to increase the security of land tenure
 
through providing appropriate ownership (i.e., Legal

Title or right to use and occupancy) in order to
 
stimulate their improvement and ensure the success of
 
proposed capital improvement and home improvement loan
 
programs.
 

2. 	 .se, Loca Mat ciA
 

The high cost of importing construction materials
 
necessitates more extensive 
use of local materials and
 
improvement of supply conditions. The government has
 
already begun research in this area, some of which staff
 
of the mortgage bank conducted. Additional research is
 
required to achieve the following key objectives.
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o 	 Identify the lowest cost construction techniques.
 

o 	 Analyze current supply conditions for local
 
materials and identify likely problems in expanding
 
production.
 

o 	 Undertake pilot projects using local construction
 
materials.
 

o 	 Assess the capacity and skills of the building
 
trades for use of appropriate technology.
 

E. 	 Staff f_-TJJa
 

A key to more effective operation of the Caisse Hypothecaire
 
will 	be training for the agency's staff. As stated earlier,
 
professional staff at the institution have excellent academic
 
training, however, many lack experience in working f'r a
 
private financial institution or a public housing planning
 
and development agency. The technical assistance projects
 
discussed above, which require special advisors to work in
 
Rwanda with local staff, will provide on-the-job training for
 
staff in areas such as accounting and financial management,
 
loan 	servicina, program procedures streamlininc, and
 
construction monitoring.
 

In addition to these on-site technical .ssistance efforts,
 
opportunities should be provided to the institution's staff
 
to help them to become faaiiliar with a broader range of
 
program design options and adninistrative alternatives for
 
various activities on which the mortgage bank focuses.
 
Specific training opportunities could include the following:
 

o 	 Participati.n in specially organized seminars 
conducted in French at the Regional Housing and 
Urban Development Office in Nairobi or some other 
location on program design topics such as effective
 
low-cost housing programs in other African
 
countries, and alternative mechanisms for securing
 
financial resources for institutions like the
 
Caisse Hypothecaire (e.g., procedures for
 
establishing employer-employee contribution
 
programs to fund housing).
 

o 	 Participation in regularly scheduled conferences
 
such as the annual conference in Africa on housing
 
programs and issues, and the Annual Shelter Sector
 
Workshop in Washington, D.C., especially for staff
 
with English language skills.
 

o 	 Special courses or seminars on topics of program
 
operation such as loan underwriting, loan
 
servicing, general accounting methods, financial
 
planning
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and budgeting, busing conditions and needs
 
analysis, and construction contract monitoring.
 

Numerous opportunities exist for the Caisse Hypothecaire du
 
Rwanda to play a greater role in expansion and improvement of
 
the nation's housing supply. The areas of potential
 
technical assistance identified in this report are designed
 
to aid the institution to more clearly define its role,
 
especially as a housing finance agency, and to more
 
efficiently implerent its housing programs.
 

As the proposed spontaneous set tle ,ent upgrading project now
 
beino considered by the M]inistry of Public Works arid
 
Engineering and the United Nations Habitat progresses, the
 
need will increase for a sound, well-funded financial
 
institution able to make and service large numbers of home
 
improvement loans. Although a specific project appropriate
 
for financial assistance from AID's Housing Guaranty Program
 
does not currently exist, this upgrading project may
 
eventually offer opportunities for AID to provide financial
 
assistance for housina in Rwanda. In the meantime, technical
 
assistance should greatly benefit the mortgage bank. With
 
improvements in its program focus, financial support, budget
 
planning and administrative procedures, the Caisse
 
Hypothecaire will in the future be able tc assume an active
 
:ole as a residential lender in this and sinilar upgrading
 
projects, as well as additional ncw construction and
 
development efforts.
 

V-8
 



APPENDIX A
 

PERSONS INTERVIEWED
 



Appendix A
 

Persons Interviewed
 

M. Bonaventure Bigirimvamo, Assistant Accountant, General Accounts Service.
 

Mme. Angele Dusabimana, Planner/Economist
 

M. Laurent Hitimana, Head of Construction Works
 

M. Jorai Mushimiyiriana, Head of Financial Services, Financial Services
 
Division.
 

M. Leonidas Ngororabanda, Special Assistant of Credit Services Division
 

M. Dicor Niyitegeka, Head of Legal Services
 

Dr. M. Maximin Segasayo, Director General
 

Mme. Xaverine Singiramkabo, Secretary, General Accounts Service
 

M. Pierre Ambrosini, Deputy Director, Banques Populaire du Rwanda
 

M. J-P Balinda, Director, Bureau National d'Etudes Projects
 

M. Jean-Jacques Bouchcr, Counsellor to the President
 

M. Leonard Ngimurwango, Planning Service, Office of the President
 

M. Aloys Sen;pabwa, Ministry of Public Works and Engineering, Habitat Divisic
 

M. Van Wellie, Ministry of Planning
 

Three staffpersons, Ministry of Social Affairs
 

Mayor of Nyamirambo
 

Secretary Genera], Ministry of Public Works and Engineering
 

Entrepreneur/contractor
 

U.S. Agency for International Developpent
 

Mr. Eugene R. Chiavaroli, Director, Mission to Rwanda
 

Mr. Peter Feiden, Regional Housing and Urban Development Office (RHUDO)
 

1'
 



Mr. F. Fisher, RHUDO
 

Mr. Frederick Hansen, RHUDO
 

Mr. Norman Olsen, Program Officer, Mission to Rwanda
 

.Uflted_Nt ol npairobj
 

M. S. Sendashonga, Habitat
 

M. Jacqjes Sirvain, Habitat
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Ap .endix B 

House Construction Ty:e-s 

Housing 
Type 

Range of Costs 
in Rwandan Francs Tvical Materials Used Facilities and utilities 

Moins de1O0 000 Pas de fondation 

1 0ursa teca-.': re en bois 

brut solidcnrisee au [roto-poto 

Charente en oi brt 

- Installation sanitaire 

sommaire a 1'exterieur 

- Cuisine a l'e:terieur 

- Sol en terre battje 

- couvertur-e en tole de faible epaisseur 

2 de 100 00 

a 300 000 

- Pas de fondations 

- Murs en stic de ,otis a..ec 

poto-poto. ois :rct Ccr 

remlissaoe au 

a iortier de ciment 

- Installation sanitaire 

- exterieur 

- Cuisine a 1'exterieur 

- Charpente er stick d. bir 

- Chaoe ci rtee cu sc en te-re hattue 
- Couver-ture en tole cal vanis-,e dc faible 

ou en t-,iles 
epaisseur 

3 de 300 000 

a 600 000 

- Fondations en bri -ues adobes avec ou sans 
protection a,-mortier de c4::Cent 

- Elevation en bri .esadobes avec protection 

au rortior d cicient 

- Cha-e ci;.etee 

- Cuisine a 1'exterieur 

- Installations sanitaires 

a 'exterieur 

- Charpente en stic;.s de bois 

- Couverture en toles galvaisees 



Housing Range of Costs 
Type in Rwandan Francs Typical Materials Used Facilities end utilities 

4 de 6C0 000 - Fondatiens en moellons maconnes au poto-poto - Simple raccordenent 

a 1000 000 - Xurs en briques adobes avec protection au mortier 1'electricive Ou au 

de ci:vent et finition a la peinture reseau d'eau 

- Chape cimentee - Installations sanitaires 

- Plafond a l'exteriour 

- Charpente en nis 

- Couverture en toles palvenisees de faible epaisseur 

5 de 1000 000 -Fondation en meellons n:aconnes aa poto-poto - Raccordement eau et 

a 2 000 000 - Murs en briques cuites ,aconnees au mortier electricite 

de terre et rejoinza.ees au mortier de ciment - Installations sanitaires 

ou briques anhes aiec creoi au nortier de ciment interieures 

- Firition a peinture - Cuisine a iexterieur 

- Huisseries -etalliques 

- Chape ciente 

- Plaforn, 

- Charpente en nis traite 

- Couvertu,re er toles jalvanisees (epaisseur moyenne) 

6 de 2000 000 - Fondations en .oellons moconnes au mortier de ciment - Cuisine a l'interieur 

a 3 500 000 - Murs en bri es cuites 7aconnees au mortier de terre - installations sanitaires 

rejointoiees et puis crepi moyen standing 

- Finition a !a peirture - Raccordement eau et 

- Chape lissee electricite 

- Charpente en bois traite 

- Huisseries metalliies 

- Couverture en toles galvanisees (epaisseur moyenne) 



Housing
-Type 

7 

Ranje of Costsin Rwandan Francs 

de 3 500 000 
a 5 000 OCO 

T:.aterials 

.cni.ticn en teton 
ar..ortie- de cient 

Used 

ou en moellons maconnes au 

Facilities and Utilities 

- Haut standing 

-£evC'1ic' en ri ;es cuites maconnees 

de ci-ent et rejintoyees 

Finitions sailrees; 

au mortier 

Lharpes issees; 

-

-
2&nuiseries r.et.allrques; 
Couverture en as:est e ciment ou toles malvanisees 

for epaisseur: 

Senaennts exterie::rs 
3 Plus de 

5 000 000 

Fondatimns en qeon 

mortier- de ci:ent 

-rye it/i NOe Ions maconnes au Haut standing 

- Structire :'et- iAe nu en eton ar:']e avec 
re::p! i ssale en trieees cuites 7aconnees au 
mortier de crent et rejointoyees 

-

-

Charpente metli I ique 

Menuiseriem ietalliques 

- Couverture el asbeste cirment 

- Finitions soiqnees 

- Amenagements exterieurs 
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