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SUBJECT: ©Evaluation of Helwan Housing Prcject, Upgrading
Component (263-0066): USAID/Egypt Comments

TO: See Distribution

This evaluation took place in July-Augqust 1984. It was
conducted by a five person team led by Sonia Hammam,
RHUDO/Tunis. The team leader submitted the final report in
August 1985, almost one year after the evaluation.

The report is comprehensive and raises several important
issues. Its deficiencies are largely a question of
presentation rather than substance., The purpose of this memo
is to provide certain clarifications necessary to view findings
and recommendations in context; to highlight important findings
obscured by the presentation of the report; and to provida2 an
up~date on certain project issues identified for follow-up
action in the PES facesheet,

1. ©Purpose of the Evaluation: The project has two basic
components: development of the Helwan Hew Community (HNC), a
sites and services and core unit housing program for an initial
population of 35,000; and an upgrading program, including
credit for home improvements and small enterprise development,
infrastructure and community facilities, in seven existing
low-income communities in Helwan area with a combined
povulation of nearly 100,000.

An evaluation of the overall project had been conducted in
February 1982 but was considered by USAID to give inadequate
attention to the upgrading component. The PES [acesheet for
the 1982 evaluation recommended further study of the upgrading
component's progress. The current evaluation was planned in

- response to this recommendation, and is limited to the
upgrading component. The Scope of Work called for a detailed
assessment of the upgrading component's performance in meeting
its implementation schedule and its institutional, economic and
financial objectives.



2. Cost Overruns: The discussion in the evaluation
regarding cost overruns is confusing, since the main focus of
the evaluation is on the upgrading component, and the cost
overruns are primarily in the other, HNC component. Costs for
the upgrading portion of the project, moreover, remain very
close to the original estimates.

Based on the March 1984 revised implementation plan, the
evaluation projected a cost overrun of $40 million over the
original total project cost of $160 million. The overruns
appear to be in the design, construction and supervision of the
HNC. Since the evaluation, UAD and the Joint Housing Projects
Agency (JHP) have arranged for L.E. 4 million to be allocated
and disbursed to the project from the 1984-85 CIP Special
Account allocations towards meeting these overruns. Meanwhile,
UAD, the JHP and the technical assistance contractor have begun
work on a revised implementation plan that would reduce the
estimated cost overruns in the HNC component. As soon as the
cost estimatzs have heen ravised, UAD and the JHP will
determine whether a request for additional allocations from the
Special Account is necessary.

3. PACD Extension: The project will probably require a
PACD extension. 1In the evaluation team's assessment,
completion of the upgrading component "is likely to be after
the first or second quarter of 1987". The current DR/UAD
estimate for final completion of both the HNC and upgrading
components is December, 1988.

4, Cost Recovery: The report includes an analysis of the
potential cost-recovery for the three major elements of the
upgrading package, i.e., home improvement loans, infrastructure
and land title. The team estimates tnhis potential using
varying assumptions regarding affordability, land prices, etc.
The major conclusions are:

- Some level of subsidy is necessary to reach the
target low-income group, i.e., households below the
60th percentile of national urban household incone,

- Project Paper standards for cost-recovery for the
upgrading component are probably over ambitious. The
Project Paper called for 100% recovery of land value,
housing loans at 7% interest, and partial* recovery
of infrastructure costs. It appears that households
at the median income or below are unlikely to be able
to afford Project Paper recovery standards.
Cost-recovery expectations should be more directly

*The evaluation team assumed a target of 50% cost-recovery for
infrastructure costs.



linked to affordability, and future upgrading
programs for low-income groups should probably lower
cost-recovery targets.

Any attempt to increase current levels of cost
recovery for any one element of the upgrading package
(e.g. increasing interest rates for home improvement
loans) is likely to jeopardize ability to pay for
other components (land title and infrastructure).

Although the upgrading program includes a substantial
subsidy, this subsidy is significantly lower than in
alternative GOE housing programs., It indicates that
low-income groups can afford to pay a greater share
of total housing costs than currently demanded of
them in traditional GOE shelter programs, and that it
is feasible for the GOE to recover a higher
percentage of costs than it has in the past.

5. Legalization of land title: At the time the
evaluation was conducted, little progress had been made towards
the legalization of land title, a critical component to
upgrading informal settlements., However, a major recaent
breakthrough has been the GOE approval of the land-use plans
for the upgrading areas. This is the first step towards
recognition and legalization of the squatters' land title. The
second logical step would be the sale of the land by the
authorities to the inhabitants. The JHP will soon begin
discussions with the Cairo Governorate and other concerned
authorities to expedite the land legalization process and the
sale of land on affordable terms to the inhabitants.

6. Exmansion cf Home Impbrovament Loan Program: The
report views the Home Improvement Loan Program (HILP) as the
major success story of the project, and suggests that the
appropriate strategy for expansion of this program is to
convince commercial finance institutions to invest their own
funds in similar loan programs. Some progress has been made in
this area; Credit Foncier has recently taken a more active
interest in the project. However, it is unlikely that private
financial institutions will invest in home improvement loans
unless interest rates charged are profitable, i.e.
substantially higher than the 7% currently charged under the
project., Moreover, until the land title issue has been
resolved, alternatives to land title will need to be identified
to guarantee the security of loans made by commercial
institutions.

7. USAID Replication: Based upon USAID experience to
date, the upgrading component - and in particular the HILP - is
an important, potentially replicable, alternative model for




urban low-income housing programs, because it reduces the
subsidy substantially from traditional GOE housing programs,
and takes advantage of individual initiative and private sector
construction capabilities to meet community needs in informal
settlements., USAID has included a new shelf activity in this
area for possible future funding.
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I.

EXECUTIVE SUMMARY
BACKGROUND AND CURRENT STATUS OF PROJECT

The USAID and Government of Egypt (GOE) funded project, "Housing
and Community Upgrading for Low Income Egyptians", was
authorized in 1978. The project was designed to demonstrate the
premise that basic housirig and community facilities--that are
socially acceptable and affordable--can be provided for
low~income families in a manner that allows the GOE to recover d
“substantial" percentage of its investment.

The project was designed to test the viability of this premise
in six communities. The residents of these communities were to
be provided with basic physical and social infrastructure and
services, land title, and home improvement loans. USAID and the
GOE agreed to share the project expenses, estimated at $160
million equally. Of the total estimated budget, approximately
US $57 million was budgeted for upgrading interventions. These
interventions are to extend upgrading to a estimated population
of 80,280.

As of mid-1984, the majority of the activities focused primarily
on three of the six communities. Major accomplishments included:

- the operation- of a Home Improvement Loan Program and Small
Scale Enterprise program in three communities, and their
recent introduction in an additional two communities;

- an active vocational training program in building trades;

- construction of 2 schools, a community training center and a
youth center;

- trial programs for sewage pumping vehicles and solid waste
collection were underway or just completed;

- a variety of community organization activities had taken
place and been essential to invelving community residents.

While there seems to have been sufficient progress achieved in
implementing programs in the upgrading communities and
introducing social infrastructure, progress on physical
infrastructure construction has been limited. Construction
undertaken to date has included extension of a water
distribution system and washstands 1in one community and
soakaways in another. However, draft tender documents for
infrastructre construction are now ready for most communities,
and the project is entering its most critical stage.

i



II.

MID-TERM EVALUATION CONCLUSIONS

The Evaluation Team's (ET's) efforts were directed at assessing
the performance of the upgrading component of the project to
date in meeting its implementation schedule and its
institutional, economic and financial objectives. Additionally,
the Evaluation Team was asked to lock at-three specific aspects
of the program: The Home Improvement Loan Program -(HILP),
Project Management Work Flcw Process for Community Upgrading,
and Community Planning and Infrastructure Design Standards.

The scope of work emphasized the need to document prcblems and
to suggest solutions for their resolution. In particular, the
ET was ‘asked to give detailed attention to those project
components that were functioning well and facilitating the

. achievement of project goals, measured as reaching intended

beneficiaries through the effective cperation of programs and
institutions responsible for project implementation.

A. Project Pregress Toward Achievement of Gbjectives

At this stage of project implementation the project is
mak ing progress toward meeting most of i1t$s cbjectives.

~ Housing stock is being improved and conserved in those
informal settlement communities where credit has been
made available for this purpose. In fact, beneficiaries
of the Home Improvement Loan Program (HILP) have
contributed to increasing the stock of rental units for
other low income households.

- A housing finance system which effectively serves
low-income groups has been introduced. At least 15
percent of the HILP beneficiaries are below the 20th
percentile of the urban income distribution and perhaps
as "many as 90 percent below the median. These
beneficiaries are repaying loans at 7 percent interest.
While this interest rate is below the cost of capital,
cost recovery at this rate represents a significant
reductior in capital cost susidies when compared with
other GOE housing credit programs. Our analysis also
suggests that given current income -distribution, there
is a potential for a greater recovery of capital costs
on. loans used for housing from higher income
beneficiaries, thereby distributing subsidies according
to ability %o pay.

i



B.

Based on current cost estimates and income Tevels, the
project can certainly recover a greater percentage of
costs than traditional GOE housing and infrastructure
programs while still reaching low income groups. It is,
therefore, a more replicable model for providing shelter
to low-income groups. Our analysis suggests that a
majority of the total costs allocable to each building
are affordable to households below the median -at the
current interest rate. The level of suwsidy on on-site
infrastructure could be halved. This argues for
institutionalizing greater recovery on GOE
infrastructure programs in general.

The objectives toward which little progress has been
made, or for which there is, as yet, little evidence of
the degree to which these o jectives will be met,
involve policy 1issues and changes. Acceptance of
substantial lowering of standards to reduce costs and
subsidies has proven difficult to achieve for
infrastructure services. = In addition, Tand title, one
of the principal components of formalizing informal
settlements through upgrading, is still an unresolved
policy issue.. Finally, while the project has the
potential for recovering costs and demonstrating the
cost-effectiveness and replicability of upgrading, there
is as yet no decision on what level costs are to be
recovered or what mechanisms are to be used. JHP is
only beginning to address these 1ssues and until
recently has not had the opportunity to distance itself
from operational issues to reflect on policy issues.

Project Beneficiaries and Replicability

No attempt was made to define the affordability of the
upgrading component relative to beneficiary income levels.
when the original cost estimates were made. Nonetheless,’
the ET was requested to estimate the level of recovery that

191



could be expected. This analysis was made on the basis of a
consideration of current cost estimates of land,
infrastructure and the HILP program. The ET's analysis of
Tand costs suggests that if land were valued at the market
rete, it would not be affordable to households within the
target greup. Moreover, it 1is questionable whether
beneficiaries who have been 1iving for extended periods of
time in these communities should be charged current-market
prices.

Recovery of some cost of land, however, is important in
upgrading sites if the project is to meet its o jectives of
replicability and cost-effectiveness. In estimating cost
recovery potential, the ET has assumed land prices similar
to those being charged by the GOE on sales of adjacent sites
for new housing, It also assumed on-site infrastructure
costs would be "partially" recovered at 50 percent. These
cosi recovery objectives could be met by households as low
as the 25th percentile of the urban income distribution
($100/month), provided they could pay an additional 25
percent of inccme for shel ter.

iv



If the total cost of on-site infrastructure were included,
the affordability levels would be 63 percent of the total
allocable cost of on-site infrastructure, HILP and land for
households at the 25th percentile of the urban income
distribution and 91 percent for those households at the
median (given an additional 25 percent of income available
for shelter). Households below  the 25th percentile,
however, would not be able to afford to pay for HILP,
infrastructure and land, even if they devoted 25 percent of
their income to shelter. It is likely that such households

" would be forced to use credit facilities to purchase the

land and pay for infrastructure and forego- the option of
home improvement.

The Home Improvement Loan Program

The home 1mprovement program has been functioning
effectively since March 1981, principally in three of the
upgrading communities with the very recent addition of two
more. A substantial number of loans have been made, nearly
reaching original expectations already.

The loans have been quickly .translated into tangible housing
extension improvements. Borrowers have added significant
amounts of their own money to the 1loans in maXing
improvements and built a significant number of rental
units. Additionally, benefits of the 7loans have gone
systemat1ca11y to people of lower incomes as intended. The
maJor constraints facing the lowest income beneficiaries is
that“they receive very small loans. Moreover, their current
level of indebtedness for home improvements, especially
where households have obtained additional guarantees to get
larger loans, may 1limit their aijlity to pay for
infrastructure and 1and once these components come on stream.

“Administrative costs for HILP have been reasonable and the

process for operating the programs seems adequately
efficient and coordinated among particpating parties (PIU,

_CFE, CHF). Loan repayments have been ccmplete and general l_y
prompt. As a result, the program is reaching Project Paper

established goals for cost recovery, though susidies are
nonetheless being paid by the GOE and AID. These subsidies
are primarily to cover operational costs to which
beneificiaries contribute only a small portion.

Full cost recovery would require charging higher interest
rates to reflect the true value of capita] if put to
alternative uses. Our analysis suggests that higher

v



interest rates could be charged on \loans while still
"reaching low-income groups. Some, but not all, of the
borrowers would need the current interest rate to make loans
affordable. However, higher interest rates on HILP 1loans
would reduce the ability of these borrowers to pay for other
upgrading components (land and infrastructure).

The HILP could, if necessary, operate without further AID
and GOE support beyond that originally budgeted. It would
do that by proceeding as a revolving loan fund, relending
the remainder of 1loans repayments received once operating
costs were paid. But on that basis the HILP would be scaled
back significantly frcm even 1its present level and wouid
fall short of meeting well-established demand in just the
Helwan upgrading communities.

Given the good performance to date, it may well meke sense
to extend the program. This could 1logically be done by
giving the HILP further direct support in its current form
by carrying operating costs. Later, some restructuring
might be appropriate.

At least in the long-term, restructuring could 1nc1ude
capturmg somewhat more of the resources of the program's
highest income beneficiaries. But more centrally, it could
include arranging for financial institutions ,to provide the
home improvement loans from their own funds, rather than
only servicing loans made with GOE and AID resources.

To do - that, either land titling or loan guarantees are
needed to provide sufficient security to the lender. The
current program participant, Crédit Foncier Egyptien (CFE),
insists on land title and secured mortgage lending; but the
guarantee may still have potential if titling cannot be
achieved. In either case, some interest swsidy would be
required: in order to involve financial institutions, whose
cost of obtammg money to lend requires lending at higher
than current HILP interest rates.

Jhe GOE and AID role could then focus on providing adequate
operating budgets and skilled staff, sufficiently 1low
interest payment levels (subsidized, if necessary), and
loan-security arrangements to keep the program funct1on1ng
and to ensure that it continues toserve lower income
people. The up-front costs of such an approach would be
significantly lower, allowing more extensive early progress.
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D.

Engineering Design and Construction

Currently, most of the design work has been completed for
‘four sites and final tender documents are complete for three
of the seven sites. The design standards used for
infrastructure in these documents has largely followed
standard Egyptian practices due *toc the reluctance of
infrastructure agencies to approve 1lower standards.
Cost-savings have nonetheless been incorporated by reduction
of roadway widths, the use of compacted and unpaved raods,
and reduction of service standards for community
facilities. In addition, the electrical network has been
eliminated from the project budget. At this stage in the
implementation of the project, it 1is difficult to tell
whether additional cost-savings through 1lower standards
could have been incorporated, given the delays experienced
in obtaining approval for lower standards.

As noted earlier, construction of infrastructure has thus
far been 1imited, however, major construction activities are
almost ready to begin on several sites., There arc several
constraints and issues which face JHP/PIU in attempting to
assure a smocth implementation of construction activities on
time and within budget. First, successfull execution of the
construction phase will require close and continual
monitoring by the JHP/PIU and AID in ordre to contain and
resolve the many problems that ,are bound to arise. The
amount of monitoring required is beyond the present staffing
levels of JHP/PIU and AID. It is therefore recommended that
JHP/PIU have an additional cadre of 3 field engineers

assigned and that AlID hire an additional tuli-time eng1neer

to coilaborate with JHP/PIU engineers.

Second is the issue of off-site facilities for final
disposal of sewage. The fact that this was overlocked in
the site selection process has necessitated addition of
construction of a temporary facility within the project
budget at considerable cost and could possibly delay project

implementation. At this stage, there is no option but to go

ahead with construction of the sewerage network . as
designed. However, written assurances should be dtained
for the final disposal of sewage to adeguate and

functioning off-site facilities for all the upgrading sites,

Third is the issue of linking installation and functioning
of sewerage systems to a functioning solid waste disposal
system. This 1linkage has often been overloked as a
necessary requirement when installing sewerage systems. In
the present project, trial solid waste programs have been
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attempted. It is recommended that these be reviewed and a
solid waste disposal system be adopted as part or the
project to assure tne é&frective operation Or sewerage
network s without, the blockages caused by dumping solid waste.

Fourth, current road and. sewerage network design will
require demolition of houses and cesspits, respectively.
Resolving this Jjssue 1is 1likely to cause delays 1in
implementation. To avoid these delays, it is recommended
that JHP/PIU should agree to allow enough ftlexibility for
the contractor/consultant not to install roads and sewers
that wculc require demotition. This .may require

reclassifying roads and exciuding some areas from direct
connection to sewerage systems, but is likely to be 1less
costly and time-consuming than demolition.

Fifth, securing of land for rights-of-way and facilities may
prove difficult due to encroachment on 1land 1identified.
However, JH?/PIU should exhaust all efforts to secure the
land required betore 1t beains to explore alternative

networX desian ana sites tor facilities.

Project Management

The management structure that has evolved represents a
workable ‘response - to the problems encountered in
implementing an innovative and complex project while
simul taneously establishing an effective management unit.
Although initially committed «to carrying out the entire
upgrading program, the Joint Housing Program Agency
(JHP)/Project Implementation Unit (PIU) came to realize that
its role had to be modified and focused if the program was
to be launched and the philosophy of upgrading accepted.

Current project management has a recognizable_organizational

identity, a goo' understanding of its resources, and
operates as a coordinating, contracting and monitoring

agency for upgrading activities. Operations are defined by
these functions and effectiveness is assessed by the extent
Xo which JHP/PIU can establish and maintain good
relationships with the other agencies needed to implement
the components of the program. The enthusiasm for upgrading
is an important component of urban development, exhibited by
a number of the agencies working with the JHF/PIU, is one
indication that this management style and structure has been
effective.

The present structure places the 1least strain on the
management capacity of JHP/PIU staff while enhancing
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available skills and dincreasing flexﬂ;ﬂity. At  the same
time, the existing structure relies heavily on the resources
of the Cooperative Housing Foundation (CHF) contracted for
tectinical assistance—and" private sector design tangible
impirovements in the upgrading communities. This structure
facilitates implementation and recognizes that project
success is directly tied to the maintenance of harmonious
relationships with other GOE agencies and units neéded to
implement the components of the project. The principal
mechaniss for achieving coordination are the standing
committees composed of representatives of agencies and units
involved in the project to discuss and resolve issues
pertinent to implementation.

To avoid the common prcblems faced by public agencies in
recruiting staff, JHP/PIU has resorted to hiring consultants
in key positions. It has also relied on CHF's hiring on
consultants as mid-level and upper-level staff for the
project. This process has allowed JHP/PIU to staff up and
avoid a high rate of staff turnover, However, current
attempts to train a full complement of staff to carry out
all tasks, appear questionable. It would seem more
appropriate to focus on development of a small well-trained
stafr capable of carrying out coordinating, contracting and
monitoring functions. This approach may seem contrary to
JHP/PIU's recent efforts to be reorganized as a general
organization as a means of resolving management issues of
staff recruitment and retention.

Reorganization 1is also viewed as a means of providing
JHP/PIU with the financial autonomy reguired to fund
additional projects, emphasizing the importance of upgrading
and establishing a format for implementing the present
programs and launching future programs. While these
objectives are valid, the assumption that they can only be
achieved by creation of a large traditional bureaucratic
structure appears questionable. Our analysis suggests that
the current lean management structure should not be viewed
as contrary to achieving these objectives whatever the
ultimate constitutional base for the agency.

Role of CHF

CHF has played a seminal role in the development of project
management and implementation. CHF's role has, however,
been made difficult due to the need to serve both staff and
line functions. It has had to provide technical assistance
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to develop the management structure of JHP while
simul taneously performing a large amount of the specific
staff activities for its client.

It has made a major effort to establish sound management
procedures. However, resources for its efforts to develop
and launch training programs and activities that
institutionalize upgrading process have only recently been
available, despite a steady increase in the technical
assistance component of the project.

Past problems regarding the proper role that CHF should play
have prompted CHF to have its tasks spelled out and take a
literal approach to what its tasks are. While this position
is understandable, CHF should be encouraged to continue to
provide assistance in a flexible manner with specific focus
on those areas where JHP/PIU is weakest, developing skills
that are absent in the.local environment, and framing the
work of short-term consultants in a creative and innovative
fashion that responds to local conditions.

Role of AID

Initially, AID interpreted 1its review/approval and
monitoring role very broadly by taking an active part in
project management . and implementation. This active
involvement produced some friction between AID on the one

* hand, JHP/PIU and CHF on the other. This situation has been

resolved and relations between AID, the CHF and JHP/PIU are
more collaborative. )

Project Implementation

The project is obviously not proceeding according to the
original project paper schedule. However, this schedule was
unrealistic in its estimate of the time required to set up a
functioning management unit and accomplish each activity in
the implementation process. A new, more realistic schedule
has been proposed in the 1983 Implementation Plan.
fLomparina project procress to this schedule, we find that
the project is qgenerally proceeding according to this
revised scheaule, but with some delays 1n certain areas due
princibally to lengthv reviews and approval procedures for
desian and the airticulty of c¢bteining approval for tne
proposed design changes. Design review and approval has
prcven to be the most time consuming process since it
involves numerous agencies.
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At the current rate of project activit)\», we estimate that 29
months are required tor completion of all activities. This
assumes that all steps preceding draft tender documents are
completed and all remaining steps will take place as
scheduled. If this estimate 1s accepted as accurate,
compietion of the'upgrading activities will not occur unti]
after the PACD of December 1986, amd 1s likely to be after
the. first or second quarter of 1987.

There is one major factor that may prevent the project from
being fully implemented. The total project budget estimates
have been increased, despite the fact that the upgrading
component has remained largely within the original budget
proposed in the project paper and only $160 million has been
committed. The anticipated shortfall presents JHP/PIU with
a sericus constraint. To overcome this constraint JHP/PIU
should make every effort to find the additional resources
now estimated to be necessary while at the same time develop
plans based on the currently available funds so as to avoid
having work remain incomplete, if additional funds are not
forthcoming. '

Lessons Learned and Recommendations

Some of the lessons learned to date have a bearing on future
stages of the effort, the design development and replicability
of the project. First, with regard to the issue of beneficiary
affordability and cost recovery policy, it is important to
establish a clearer definition of target beneficiaries and to
estimate their capacity to pay for upgrading costs at the outset
during the design of the project. It is also imperative to
define more precisely the elements to be charged to
beneficiaries and the extent to which they are to be recovered.
Witho'*t such clear guidelines it is difficult to evaluate the
replicability of the project.

Second, in planning future upgrading programs, attention should
be paid to the following design issues:

- Assuring at the site selection phase that off-site sewerage
disposal facilities are available and the timing of their
availability coordinated with the timing of completion of
on-site facilities.

- Integrating the acquisition and reservation of land for
rights-of-way and facilities into the site selection process.
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This issue may -not be an easy one to resolve everi in future
upgrading projects, given the amount of time it takes to
obtain land. However, the involvemernt of community
residents in assuring that land identified for facilities
remains vecant so that construction can proceed, as was done
in Arab Rashed, may be an effective mechdnism to use in the
future.

Recognizing the time iequired for introducing innovations in
design of materials or 'techiques or standards. In addition,
innovations should be developed and tested on a trial basis
as a separate pilot demonstration activity run in parallel
with the main flow elements, such as was done for the solid
waste programs, so0 as not to slow down implementation.

The Home Improvement Loan Program

The HILP 1is a model that has merit not only in future
upgrading programs, but as a housing finance system that can
effectively reach low-income groups. If the program is to
be extended, attention needs to be paid to land-titling
issues. Consideration should also be given to providing
guarantees beyond the present salary guarantees for
repayments of loans that are not secured by land. While the
present guarantee system has been effective as demonstrated
by the absence of default, financial instititutions are less
1ikely to accept it as a form of security on an expanded
program 1n areas where publicly salaried workers are not
1ikely to form the majority of beneficiaries.

Project Management

1. It takes time and considerable patience to introduce new
jdeas and to have them accepted. Innovation and change are
not compatible with fixed, defined management structures.
Innovations are most easily introduced when structures are
allowed to be responsive rather than rigid.

The evolution of the management style and structure of the
fielwan Upgrading Project substantiates this principle. The
current management configuration evolved in order to
introduce the idea of upgrading informal settlements as an
important and established policy of urban development in
Egypt. Changes in management structure and staff functions
were dictated by the JHP/PIU's realization that (1) the
agency could not carry out all aspects of the upgrading
program and that (2) it was necessary to establish
cooperative relationships with the agencies and institutions
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capable of executing the upgrading activities. These
changes were designed tc make the agency moré responsive to
the needs of the project and to the cause of promoting the
importance of upgrading. Still, within the current
structure, the _roles _of__JHP/PIU__.need _to _be more
aiiferentiated with JHP concentrating on overall policy
formulation and directing interagency Tiaison functions.
The PIU on the other hand should continue to concentrate on
direct supervision and evaluation at the program Tevel.

2. It is JHP/PIU's obligation to define the meaning of
upgrading, and an overall 1mplementation strategy. At
present, there 1s general agreement among all agencies and
institutions involved 1in the project that upgrading
low-income settlement is an appropriate component of urban
development in Egypt. There is a concensus among the
agencies involved in the project, also, that land tenure is
an essential element and that the community must be involved
in the upgrading process from the beginning. There are,
however, different views on which elements and essential
facilities are required. It also remains to be decided
whether cost recovery is an acceptable abjective.

3. The efficacy of project management {s directly
attributable to the extent to which the JEP/PIU can maintain
a very lean, flexible structure dedicated to contracting,
monitoring and coordinating upgrading activities and
providing policy guidance and direction. 1In1S Structure
needs to be staffed by a few, key senior staff who can
handle all areas of contract management and construction’
monitoring and the technical specialities of water, sewer
and roads and policy formulation and overall program
direction. In addition, if upgrading programs are to be
replicated in other settlement areas, JHP/PIU needs to have
the authority to (1) retain the revenues it receives and (2)
coordinate the work of otfher, local government agencies
carrying out upgrading activities.

4. When programming technical assistance for innovative
projects, a broad and flexible definition should be
utilized. Through the experience of CHF. it was realized
that technical assistance should be designed (1) to respond
to the evolving needs of the client and (2) to encourage the
client to test approaches that will have positive effects on
the implementation and acceptance of the program.

As CHF has discovered, providing technical assistance to an
evolving structure and a new program is very difficult. It
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is difficult even with an established agency. In ..this
project CHF has been forced to respond both to program and
jnstitutional needs. ©On the one hand, it has performed a
large amount of the staff work of PIU. On the other, it has
worked to develop the management capacity of the JHP.

The amount of technical as§istance required to accomplish
both sets of activities was underestimated at the start ot
the project. althcugh there was some unaerstanding of the

macrnitude of tne tasks. Stili, tne extent of tne need for

tecnnical assistance only became apparent over time,

5. Although eager to see that funds are properly utilized
and that tanciole results are produced with investments, AID

should remercer that lasting impact will be achieved only 1f
the program &nd approach are accepted and institutionaliized

by the GOE.
PROJECT IMPLEMENTATION

1. Implementation plans must be realistic. If not, those
responsipie tor executing the project are held to
standards’ of performance that cannot be achieved. In
addition, donors and project Dbeneficiaries with
expectations of certain results within a given period of
time will be unnecessarily disappointed.

The delays experienced in project implementation are
understandable. If the implementation plans had
anticipated the amount of time needed to build a new and
functioning management unit, and for this unit to
establish effective working relationships with agencies
and institutions involved in upgrading, a more realistic
timetable might have been developed and the current
difference between anticipated and actual Tlevels of
project activity might not be so large.

2. Once developed, implementation plans should be used as
management tocls. Periormance targets should be defined
and given fixed budgets. Those responsible for managing
activities must be made aware of targets and budgets,
and held accountable for achieving specific results on
time and within budget. Project implementation must be
recorded in the context of the plan and the budget.
Deviations from plan and budget should be explained.

3. Effective implementaticn occurs on two levels--from the
top down and the bottom up. On one level,
implementation 1s achieved through the development of a
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harmonious relationship among the institution$, agencies
and companies responsible for designing, constructing
and operating the components of the upgrading project.
On ariother 1level, implementation can be effectively
stymied uniess the beneficiaries are involved in the
upgrading process. There is general agreement on this
principle among those involved in the project.

Coordination at the level of JHP/PIU has been slow to
develop. There have been misunderstandings in the past
among the agencies involved. Only recently have
effective mechanisms been established to bring the
principal actors together to discuss the objectives and
components of the project, and to agree on a course of
action. Until JHP/PIU defined its management role in
the project, it was not possible to define the tasks of
others. '

The content and process of upgrading have been promoted
at the community Tlevel. The relationship between
community involvement and project success is well
understood by the JHP/PIU. .A negative experience in one
community and positive experiences. in others have had
the effect of prompting the JHP/PIU to inform and
involve the community.

Successful project implementation currently depends on
JHP/PIU s ability to (1) contract firms who can install
the infrastructure and community facilities on time and
within budaet, (2) maintain effective coordination with
the GOt agencies who have the authority to review and
approve designs and to operate the facilities once 1n
place, and {3) motivate the community to participate
fully in the upgrading program.

In general, components involving the Teast nurber of
agencies and requiring the least amount of coordination
are quickly implemented. This explains the success of
the HILP and the completion of four community
facilities. It is also apparent that there is a direct
and positive relationship Dbetween the degree of
community participation and the rate of project
implementation. This Tesson has been well iearned by
JHP/PIU,
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INTRODUCTION

1.1. Background

The USAID/Government of Egypt-funded project "Housing and Community
Upgrading for Low Income Egyptians" was authorized in 1978. The
project was designed to demonstrate the premise that "basic housing
and community facilities -- that are socially acceptable and
affordable -- can be provided for low-income families" in a manner
that allows the Government of Egypt (GOE) to recover a "substantial”

percentage of its investment. (USAID Project paper, p. 3).

The Project was developed to test new approaches to meet the sﬁelter
needs of low-income Egyptians. Rather than continue to support the
traditfona] shelter practice of constructing and renting five-storey
apartment complexes, USAID, in collaboration with the Ministry of
Housing (MOH) of the Government of Egypt, defined a strategy (1) to
deve]op a new community consisting of 'core' units on individual
sites, and (2) to 'upgrade' 1iving conditions existing in ‘informal

communities.

As defined in the Project Paper, the upgrading interventions were

designed to demonstrate that:



one approach to reducing the severe housing shortage is through
investment of housing resources in upgrading and expanding the

existing housing stock.

upgrading of informal settlements is an effective and replicable
approach and should be adopted as part of national housirg
policy as a means of addressing the shelter needs of the

low-income urban population.

an effective working partnership can be.established between the
government and the private sector to provide housing for low

income families,

public sector subsidies can be reduced to accommodate 1ower
income groups by altering size of housing, land and supporting
fecilities, and by recovering the costs from the target

population,

swsidies can be distributed according to the ability of the
beneficiaries o pay in a manner which clearly demonstrates the

cost and extent of subsidization,

a housing finance system with a rationalized interest structure

can be extended to the lower income groups, and;

lower and flexible planning and building standards can be

developed to accomodate housing for low-income groups.



1.2.

USAID and the Government of Eqypt agreed to share the project

‘expenses -- estimated to be US $160 million -- equally. Of the

total budget, approximately US $57 million was budgeted for
upgrading interventions. All project activities were scheduled to

be completed by September 30, 1983.

Assumptions Underlying Project Desian and Implementation

Laudable 1in purpose, the project is complex and ambitious in
design. In the course of achieving the stated objectives, the
Project Paper assumes that three fundamental, not to say
revolutionary, changes would occur in housing and urban development

practices in Egypt.

First, project implementation was dependent on the creation and
efficient operation of a wholly new and inexperienced institution --
the Joint Housing Projects Agency (JHP) of the Ministry of Housing.
THrough its Project Implementation Unit (PIU), the JHP was
responsible for projects designed to improve housing for 1ow-income

Egyptians that were funded with international, as well as GOE funds.

Second, the Project Paper called for the definition and adoption of

a public housing strategy that emphasized the Tlegalization and



upgrading -- measured as land title and improvements in community
1iving conditions -- of squatter and Jcy-income settlements. This
approach suggests that traditional public housing construction
practices and designs and standards for infrastructure would have to

be changed.

Finally, the Project Paper proposes the design, promotion and
operation of a system to recover a portion of the costs incurred in
upgrading the low-income communities. Since the GOE traditionally
recovered little, if any, of the capital costs associated with
improving land and building public housing, advocatiﬁg th%s practice

represented a deviation from formal GOE policy.

In attempting. to improve the living standards of the beneficiaries,
those charged with implementing this project had to affect radical
changes in the attitudes and practices of the officials of the GOE,
the technicians and administrators of public and private sector

implementing agencies, and the residents of the community.

It should be noted that it is not uncommon to assume that the
host-country government supports the project's goals and ‘will move
expeditiously to develop institutions and alter policies and
practices in order to achieve the objectives of the project. It

should also be emphasized that this project was viewed, and



4.1 .3.

continues to be seen, as a demonstration project. Defined in this
manner, the changes needed to produce an effective and timely
implementation of the program could be seen asv“experimental" and
not necessarily a direét threat to existing 1institutions and

practices.
Still, the successful execution of the upgrading program required
changes which, if delayed, could adversely effect the project and

undermine the credibility of the new approaches being introduced.

Project Site

Helwan, one of 18 districts within the Cairo Governorate located 25

kilometers south of Cairo, was chosen as the project site. Like
other settlement areas in Egypt, Helwan has seen the growth of
informal settlements within the last twenty years as formal housing
production has not kept up with demand.. It is estimated that a
large percentage of current residents migrated from other areas of
Egybt to find employment in the factories, e.g. autombile, arms,

cement, etc., operating in the area.

The settlement pattern in the selected Helwan upgrading communities
is typical of "“informal" communities throughout Egypt. Most

dwelling units 1in these areas were built without permits on
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title to the land. The units are multi-family, multi-storey (no
more than two or three currently) structures. Overall densities for
the site are estimated to range from 800 inhabitants per hectare to

1500 inhabitants per hectare.

While a good portion of the Helwan District reflects "informal"
settlement patterns and practices, USAID/Government of
Egypt-supported project activities are restricted to eight sites.
Seven areas are currently settled -- Arab Ghoneim, Arab Rashed,
Izbet Sidqi, Izbet Zein, E1 Bagour, Ghoneim Baharia, Kafr E1 Elw;

the eighth is unsettled and is the site of the Helwan New Community.

The total current estimated population of the upgrading sites is
80,280 (1982), growing at an annual rate of approximately 6%. At
saturation in 2005, around 288,000 inhabitants are projected . to be

in residence.

Mic-project Evaluation of Upgrading Component

The mid-project evaluation took place from July 15 - August 14,
1924. Resident in Egypt during the period of the evaluation, the
team consisted of Ms. Sonia Hammam, RHUDO/Tunis (team leader), Mr.

Jeseph Haratani, WASH (civil engineer), Dr., Neil Meyer, the Urban



Institute (financial analyst), and Dr. John B. Tomaro, The Research
Triangle Instituic (management analyst) and Dr. Mounir Neamatalla

Environmental Quality International (engineer).

The mid-project evaluation reviewed only the upgrading activities at
the seven sites in Helwan. Specifically, the evaluation team (ET)
attempted to document the progress achieved, as well as the

difficulties encountered, in three areas, namely:

- The design, implementation and operation of the Home Improvement
Loan Program (HILP);

- Engineering designs, - standards and construction pract1ces for
upgrading low-income settlements.

- Overall Project Management and Implementation;

The Scope of Work of the Evaluation emphasizes the need to identify
and document problems, and to suggest solutions for resolving
difficulties. In particular, the ET was asked to give detailed
aE;ention to those project components that are operating well and
facilitating the achievement of project goals, measured as reaching
intended beneficiaries through the gffective operation of programs

and institutions responsible for project implementation.



1.5. Evaluation Methodoloagy

. Conclusions about the nature, ertent and quality of the-upgrading
component of thz Helwan Project were drawn from (1) a review and
analysis of extant documents; (2) a brief sample survey; and, (3)

interviews with staff as detailed below.

1.5.1. Document Review

Most of the documents reviewed fall into the category of
planning and engineering studies; Only the evaluation report by
Robert R. Nathan Associates and some of the CHF reports and
proposals contain . information on project management and
implementation. Published information on the Home Improvement
Loan Program (HILP) and the operations of the CFE is minimally
avaii}b1e. There are no surveys on the impact of the upgrading
activities at the sites, although it may be too early in the

project implementation sequence to be able to measure any effect.

1.5.2, Sample Survey

Durihg the visit of the evaluation team a brief survey was
administered in one community -- Arab Rashed. This sample
survey was designed to provide information on (1) the extent to
which households were contributing to home improvement beyond

the loan amounts, (2) the degree to which HILP loans create

rental units affordable to 1low-income groups, and (3) the
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predominant form of home improvement being undertaken with the
Toans and supplemental household contributions. The survey also
attempted to determine those factors which have prevented

households from applying for home improvement loans.
3. Interviews

In addition to the data and information reviewed by the ET,
extensivg interviews were conducted with staff members of the
agencies and institutions responsible for defining and
implementing the project. Without cxception, all those
contacted made themselves available to the team. Each gave
his/her time and information wi]]ingiy; In addition, without
prompting or encouragement each expressed support for a program
of upgrading urban settlements and suggested that this approach
was culturally acceptable and cost-effective in the Egyptian

context.

1/8.4. Site Visits

Finally, several upgrading sites and the Helwan New Community
site, the 1location of the project management office, were
visited frequently during the evaluation mission. Since
upgrading activities are in place in only tw6 of the seven
sites, nameTyVArab Ghoneim and Arab Rashed, these locations were
given special consideration. The team visited (1) homes that

have been improved with funds borrowed through the HILP, (2) the
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vocational training center in Arab Rashed, (3) the two schools
built with support from the community facilities fund, and 4)
the few infrastructure improvements -- public taps and
soakaways. In addition, Mr. Haratani, the engineer on the
evaluation team; walked sections of the sites scheduled +to
receive upgrading interventions. He made a special effort to
review the physical conditions at the sites visited and to
determine the extent to which the plans proposed for upgrading
conditions reflect innovative, cost-effective and socially

acceptable solutions.
1.6. Qutline

The report is divided into six analytical chapters organized as

follows:

Chapter II provides an in-depth review of the HILP., It starts by
examining HILP cost, cost recovery and the subsidies involved in
ordé?lto assess its replicability and the viability of the program
operating on its own without additional AID/GOE funds, and to
determine the appropriate 1level of support. Based on this
examination, alternative options for restructuring the program to
increase its resources and expand 1its operations are explored.

These include recovering loans at higher rates of interest and
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AID/GOE provision of operational costs. Noting that these options
would minimally increase the current 1level of operations, the
emphasis is on encouraging financial institutions to provide their
own funds for HILP lending. The changes required to achieve this
are charging interest rates attractive enough to financial
institutions, with GOE/AID subsidies for lower income beneficiaries
and providing security to lenders in the form of land-title or

guarantees,

Chapter II then goes on to review the success of the HILP in
targetting intended beneficiaries both in terms of the income levels
of actual beneficiaries and the accessibi]ity. of kthe program to -
various salary/income groups in the upgrading communities. Next,
demand for the HILP iz examined on the basis bf actual experience to
date and compared to original projections. Projections of demand
based on actual experience indicate that while it will far exceed
original estimates, it perhaps will fall slightly short of the

revised projections of demand in the 1984 Implementation Plan.

The uses to which the HILP loans have been put are then reviewed to
~assess progress toward achieving the pbjectives of improvihg
existing communities and conserving housing stock, noting the
unexpected addition of new units. This activity is examined further

on the basis of sample survey information in order to determine
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whether rental units have been created. Finally, survey data are
alsz utilized to arrive at conclusions regarding the HILP's ability

to leverage household savings for home imnrovements.

The chapter ends with a review of HILP implementation procedures in
terms of how well responsibilities are coordinated and the

efficiency with which loan processing occurs.

Chapter III examines engineering design énd construction. It begins
with a review of the current status of these activities for
infrastructure and community facilities. The chapter then looks at
the design standards adopted. for infrastructure and community
facilities and how. these standards reflect the objective of
introducing lower, more flexible and fnnovative standards with lower
per capita costs as set forth in the Project Paper. Noting the
difficulties encountered in deviating from standards currently in
use and the delays in obtaining approval for less than standard
practice on infrastructure netwsrk design, the analysis underscores

those areas where cost-savings have been achieved.

Given that the design phase is. near completion, the chapter ends by
emphasizing recommendations to resolve the issues and constraints
jdentified as the project moves to the construction phase with the

view to keeping implementation of this phase on schedule. These
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include the level of monitoring required by AID and JHP/PIU.
Securing sewage disposal to ensure proper operation of the
sewerage network and aveid the additional costs of ‘constructing
disposal facilities, and instituting a solid waste program as a
necesary link to introducing sewerage nétworks. Additionally,
demolitions required by current road and sewerage network designs
are viewed as a possible constraint to timely implementation.
Finally, the issues of AID approval procedures of construction, the
introduction of innovations in future programs, and the construction

time are all discussed and recommendations made for resolving them,

Chapter IV discusses the structure of prcject management. It starts
with a consideration of the current organizational structure for
management. This analysis emphasizes that this current structure
evolved during the course of implementation as JHP/PIU moved away
from attempting to undertake all aspects of the upgrading program to
"a role of contracting, monitoring and coordinating. The roles of
the JHP/PIU and the mechanisms for achieving coordination through
thé’ creation of standing committees are described and their
effectiveness assessed.‘ The issues and problems associated with
staff recruitment and retention by public agencies are raised.
These issues and problems have led to hiring consultants at higher
pay as a means of staffing positions at ubper and middle management

levels. Yet, this problem underscores the need to keep the
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organizational structure of - JHP/PIU lean. Consideration is then
given to the proposed reorganization of JHP/PIU as a general
organization to resolve problems of recruitment and' financial
autonomy. This analysis emphasizes the need for JHP/PIU to be
granted authority to retain revenues and to coordinate the agencies
involved in upgrading but warns against establishing a bureaucratic

structure to achieve this,

The roles of other agencies, principally CHF and AID, are then
describted in terms of their relationship to JHP/PIU and the effect
of their performance on p}oject implementation. Finally, the
chapter ends with a summary of lessons learned with regard to: the
role of the JHP/PIU and the need to keep their structure lean and
responsive to the evolving needs of the project; the programming of
technical assistant to suit the needs of the project and complement
the client's role, and; the appropriate role for AID in monitoring

projects it funds.

Chapter V reviews project dimplementation. It starts with a
uescription of the various procedures, agencies and tasks involved
in implementing the construction of the physical components of the
project, a%d the operation of the community development process. On
the besis of a time estimate for various tasks, the question of

whether the project 1is proceeding according to the original and
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revised schedules, and the time required to compiete implementation
are addressed, noting the impact of delays on the implementation

schedule.

Progress on implementation 1is then reviewed by compuring
expenditures to date with those projected in the original and.
revised project budgets. On the basis of this comparison, the issue
of meeting budget targets which project sharp increases in
exbenditures is raised. The revised 1984 budget is reviewed in
terms of the GOE's _abi1ity to meet' budget commitments, and the
possible impact of projected increased resource requifements for the
total project beyond those available on completing the upgrading

component of the project.

The chapter ends with a summary of Tessons learned. These include
the need to develop: 1) realistic implementation p1ans' which
anticipate the time required for various tasks, such as the creation
of a new and functioning management unit; 2) the use of implementa-
tion plans as management tools with performance targets set and
budgets defined in order to Jjudge progress against projected
implementation and expenditures. Finally, project experience
suggests that successful implementation at this stage depends on the
ability of JHP/PIU to (1) contract firms to undertake construction
on time and‘within budget, (2) maintain effective coordination with

other agencies, and (3) motivate the community to participate fully.
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Chapter VI assesses cost-reccvery potential for the entire upgrading
project. It starts with a definition of national urban income
distribution and an examination of ability to pay to establish the
basis for analyzing the potential for cost recovery. To arrive at a
definition of costs of upgrading, cost figures for one community are
used, and project paper guidelines are adapted to define "recover-
able" costs. The potential for cost-recovery is analyzed on the
basis of project paper guidelines for recoverable costs and interest
rates compared with full recovery of all costs at market

interest rates.

The Scope of Work raised some issues that the Evaluation Team could
not address, or was unable to address with a complete degree of
confidence. There are no data, and only very imprecise estimates,
on the benefits derived from upgrading. The absence of these
critical data led the team to conlude that a cost/benefit analysis
would not generate a meaningful result. Although called for in the
Scope of Work, this analysis was not carried out. However, the
methodology that should be employed and the data that are required
to carry out an analysis are discussed in the report. In addition,
the scope of work raise: a series of specific questions for the ET,

The responses to these questions are included as Annex A,
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II.

THE HOME IMPROVEMENT LOAN PROGRAM

2.1. Summary, Findings and Conclusions

2.1.1. Background

The home improvement Toan program (HILP) was designed to provide
Helwan informal community residents with aEcess to credit for
improving thgir homes and for paying some cost of infrastructure
connections. The program ﬁas thhs far been used solely for
expanding and improving the housing stock itself, because of the
delay in infrastructure development. The pkdgram provides loans
at a 7% interest rate for 10 to 20 years. 7 It establishes
eligibility standards in order to target credit to people of
limited incomes, but it provides mechanisms to assure
repayment. HILP makes a major departure from past government
and private action in Egypt.in providing long-term housing loans
at modest interest -ates intended for the lower income residents
of informal settlements, with nonetheless an expectation of

significant cost recovery.

1/ Shorter in the case of pensioners.
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2.1.2. Msjor Findings, Conclusions and Recommendations

The home improvement program has been functioning effectively
since March, 1981, principally in three of the upgrading
communities with the very recent addition of two more. A
substantial number of loans have been made, nearly reaching

original expectations already.

The 1loans have been quickly translated into tangible housing
extension, improvements, as well as housing Edditions for
rental. Borrowers have adde& significant amounts of their own
money to the 1loans in making improvements. Additionally
‘behefits of the loans have gone systematically to people of
lower incomes as intended. The one substantial setback was a
temporary freeze on loans, followed by a limitation in the types
of loans could be made, beginning in mid 1983. The collapse of
a building triggered enforcement of a requirement for a building
’1%cense for any construction -- a requirement which was
impossible to meet without land title. The freeze was relaxed

and a final resolution of the problem appears imminent.

Major findings concerning the replicability and viability of the
HILP, and conclusions regarding alternative ways for

restructuring the program are as follows:
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Administrative costs for HILP have been reasonable and the
process for operaiing the program seems adequately efficient
and coordinated among participating parties (PIU, CFE,
CHF). Loan repayments have been complete and generally
prompt. As a result, the program is reaching Project Paper
established gcals for cost recovery, though subsidies are
nonetheless being paid by the GOE and AID. Full recovery
would require charging higher}interest rates to reflect the
true value of capital if it were put to alternative uses.
Yet, repayments cover a subtantial part of capital costs

even when measured at “"market" rates.

In its current form, HILP is financially viable without AID
and GOE support. However, the program would be forced to
operate a more reduced scale, relative to its experience to
date and to its current potential, if it were to operate on
the basis of loan repayments alone and without additional

infusions of AID and/or GOE funds or other program changes.

Given the good performance to date, it may well make sense
to extend the program. This could logically be done by
giving the HILP further direct support in its current form
by cafrying operating costs. Latef. some restructuring

could be appropriate.
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o At least in the 1long-term, restructuring could include
capturing somewhat more of the resources.of thé program's
highest income beneficiaries. But more centra]]i, it could
include arranging for financial in;titutions to provide the
home improvement 1loans from their own funds, rather than
only servicing loans made with GOE and AID resources. The
GOE and AID role could then focus on providing adequate
operating budgets and skilled staff, sufficiently low
interest payment 1levels (subsidized if necessary), and
loan-security arrangements to keep the program functioning
and to ensure that it continues to serve lower income
people. The up-front costs of such-an approach would be

significantly fower, allowing more extensive early progress. -

e Two additional program structuring issues are relevant in
considering extension and structuring of the HILP. First,
consideration should be given to utilizing graduated payment
murtgages as a means of increasing borrower's ability to
pay. Second, in communities where there are fewer salaried
workers than Helwan, new provisions may be required to

quarantee repayment by borrowers.

The seven parts of this chapter present in detail the findings

summarized above and provide supporting evidence and analysis.
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These seven parts discuss in turn:
1. Costs ot the !ILP, cost recovery from beneficiaries, and the
subsidies required;

2. Financial viability of the current program, and alternative
ways to structure and support it;

. The incomes of HILP beneficiaries.

3

4, The demand for HILP loans;

5. The types of improvements made with them;
6

. The contributions of HILP beneficiaries to rental supply and
to home improvements from non-HILP resources; and

7. The process of implementing the HILP;

Each part begins with a summary of 1its key findings and

conclusions, for the convenience of the reader.

2.2, HILP Costs, Cost Recovery, and Subsidies

2.2.1, General Summary

The substantial experience in actually Operating the HILP
provides a good basis for estimating its costs, the share of
cost that is recovered from borrowers, and the subsidies that
USAID and the GOE provide. Based on this evidence, the overall
picture is one of very reasonable expense levels for a pfogram

of this type.
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Cost recovery on the HILP meets Rrcject Paper capital cost
recovery standards with repayments of principal at 7% interest.
Full cost recovery would require repayments at higher interest
rates, reflecting the true value of captial. By such standards,
the HILP recovers an estimated 70 to &5 percent of capital
costs. There are, however, net expenses of program
administration in addition to the capital cost of credit that
reduce the repayments available for future use, a major portion
of capital cost, though not all of the expense wif1 be paid for
over time by the HILP beneficiaries,. This cost‘recovery level
appears to compare favorably with past experience in housing
programs in Egypt and elsewhere. The residual subsidy costs
have been shared quite equally by AID and JHP, with JHP having a

modestly larger share.

2.2,2, Capital Costs, Cost Recovery and Subsidies

Tosts of the HILP fall into two major categories: capital costs
and operating expenses. Capital costs are simply the costs of
providipg credit for the home improvements themselves. In any
loan program, this cost involves making an initial capital
outlay and then waiting for any repayments, both principal and

interest, to be returned.
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In the HILP, the average loan amaunt is now about $1580. 2/

This direct capital cost of making the loanms fis shared equally
by GOE and USAID. The total cost to date has been $2.17 million
for 1369 1loans.

The capital costs can also reasonably be thought of as being
incurred over time, instead of all in one lump (conceptually, as
though the alternative use of the money were to invest it
elsewhere at some rate of interest). That allows them to be
compared to the stream of repayments. Such costs per year
depend on the rate of interest and the period over which the

money is lent.

According to interviews with CFE Helwan Branch Office Staff, the
average period for payment in the HILP is about 12 years. It is
appropriate to use this actual repayment period in assessing the
costs of providing these loans. There are at least 3 appropri-
‘ate interest rates at which to consider the cost of capital over

3/

time: =

2/ LE 1298 as of March, 1984.

3/ A fourth is the cost of long-term capital in Egypt, not subsidized by
(Footnote continued on next page)
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9 7.0 percent, the recovery rate sought according to the
Project Paper.

o 10.5 percent, the rate at which CFE can currently borrow
money from the Egyptian Central Bank (increased by 1% for
servicing costs), which represents the potential cost of
using borrowed funds in Egypt to finance the program.

e 14%, an approximate cost of long-term capital invested in
the U.S.

The first two columns of Table II.1 show the annual cost (per

loan and in total) of the loan financing, for each of these

rates of interest.

TABLE II. 1
ANNUAL TOSTS AND RECOVERY
T OF HiLP LOAN CAPTTAL
Annual Annual
Per Loan Total Annual % of Costs Implicit
Costs(al Costs Recovered Subsidy(b
in HILP i)
at 7% cost of capital 195 267,000 100% 0
at 10.5% cost of capital 232 318,000 84% 51,000
at 14% cost of capital 272 373,000 72% 106,000

a. Loans through J'ne, 1984
b. Divided evenly by AID and GOE, on the basis that the two share the initial
credit cost equally.

(Footnote continued from previous page)
the Central Bank, which given the high current rates of Egyptian
inflation (about 16%) would be higher still if borrowed and paid in
LE.
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Much of the annual 1loan cost 1is being recovered through
repayments by borrowers. Borrowers are repaying loans at 7%
interest over a 12 year period. & The effective interest
rate ranges as high as 8%, due to the accounting procedures in
‘which monthly repayments to principal are only credited
annually. How much borrowers actually repay of course depends
on the level of defaults or arrears (late payments) occurring.
The experience to date, as reported by CFE, shows no defaults at
all. About 5 to 15 percent of loans have been in arrears in a
given month. But all of these arrearages have been of Qhort
duration (2-3 months) and payments have been restored. Thus

repayments are actually being received, combining principal and

7% interest.

As indicated in the third column of Table II.1, the share of
capital cost being recovered is high by any standard. The
Project Paper's goals are being fully met. The repayments cover
a substantial part of capital cost measured at "market" rates.
The last column of the table shows the annual subsidy, net of
repayments, of capital valued at the various rates, which is
effectively divided equally by AID and GOE. These costs will

rise as the amount of credit lent out rises for the cases of

4/ The repayment period on a given loan ranges from § to 20 years.
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10.5% and 14% interest. However the subsidy given the 7%
Project Paper recovery rate will remain at zero, because on each

loan the PP goal of recovery is met.

Continued good performance in recovering capital costs depends
on maintaining a Tow level of defaults. CFE staff are cocncerned
that defaults will rise over time as people retire or die before
loans are paid off, or lose their jobs; but CHF observers
disagree. We do know that if defaults occur only after many

years of repayment, the Tosses will be Tow on each default.

It is important to recognize that borrowers' repayments of
~capital are not actually available solely for capital cost
purposes. One percent of each payment is given to CFE as a
sérvicing fee and two percent of the interest is set aside as a

bad debt reserve.

2.2.3, Administrative Costs and the Subsidies Involved

In addition to capital costs, there are the full administrative
costs of the HILP to be paid. These include the costs of CFE in
servicing the 1loans (processing applications and collecting
receipts) and the costs of JHP-PIU and CHF in helping people

make loan applications, designing the home improvements and
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estimating their <¢nsts, inspecting contractor work, and
cooperating with CFE in its work, along with initial work in
program design. Based on staffing and overhead 'cost levels
obtained in interviews with CFE, JHP-PIU, and CHF staff, the
administrative costs are those reported in Table 1I.2. 5/ The
table shows both total costs to date and cost for a typical year

during implementation. The yearly cost average excludes a CHF

program design start-up cost that is not being repeated.

The total administrative cost of Jjust over $330,000 in Table
1I1.2 reaches about .$400,000 if one-time expenditures in
providing a computer capability to CFE are included. The less
than $90,000 average annual cost seems very reasonable for
operation o? a new and quite complex program, given the need to
work out procedures and especially the disruption caused by thé
freeze on new loans for a major part of 1983-1984. The yearly
administrative cost is roughly between 6 and 14 percent of

annual loan volume, a good performance under any circumstances.

Borrowers are paying for part of the administrative costs, as

well as repaying capital costs. Each borrower pays 2 percent of

5/ It would be useful to increase CFE expenditures by an amount that is
sufficient enough to provide the branch office with telephone and
auto capabilities.
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the amount lent as a loan origination fee. As noted above, 1
percent of the interest paid goes to CFE for loan servicing
costs. Total fees to date paid to CFE are $47,780, or 14

percent of total administrative costs of all agencies (without

computer).
TABLE II. 2
HILP ADMINISTRATIVE COSTS
3)
Total Costs Average Annual
Institution Jan 168T-June 1984 Cost During Implementation
CKF 50,559 6,585
JHP 172,557 51,086
CFE 108,360 30,960
TOTAL 331,476 88,631

Ihat leaves total administrative costs to AID and JHP of about
$284,000 (see Table II.3). & With AID paying half CHF and
all computer costs and JHP paying for 1its own and CFE
administrative costs, JHP has paid well over two-thirds of the

HILP administrative expense subsidy (see Table I1.3).

€/ Note that the as yet very small 1% loan servicing fees have been
doublecounted in analyzing capital and administrative cost recovery

separately.
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Since the much larger capital costs for the program are split
equally, the overall subsidy is split nearly equally between AID

and ']HP.

Note that JHP has not yet formally agreed to pay CFE anything
beyond the origination and service fees CFE is collécting from
borrowers, as in their original agreement. The cost figures are
based on a tentative agreement to pay enough beyond fees to
cover CFE's direct expenses and 80% overhead rate. In the long
run, it would probably be best to choose a new service fee‘1eve1
that covers CFE costs even if borrowers pay only part of it, but
CFE is willing to participate under the current arrangement,

taking a-small loss, or under the tentative agreement.

TABLE II, 3
ADMINISTRATIVE COSTS, REVENUES, AND SUBSIDY

{$)
Total Admin. Costs to Date 331,476
Total Fees Recovered 47,780
Net Admin. Costs (Subsidy) 283,695
AID subsidy share 25,280 (plus computer costs of$67,000 to
date)?
JHP subsidy share 258,417

a. Computer costs are based on 50:50 allocation of total computer costs

between new communities and upgrading.
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2.3. Financial Viability of the HILP, and Alternative %ays to Structure

the Program

2.3.1. General Summary

Building on the HILP cost and cost-recovery information
developed above, we can assess the financial viability of HILP
as currently operating and as potentially restructured. Our

major conclusions are as follows:

The HILP could, if necessary, operate without further AID and
GOE support, beyond.that originally budgeted. It would do that
by proceeding as a revolving loan fund, relending the remainder
of loan repayments received once operating costs were paid. But
on that basis the HILP would be scaled back significantly from
even its present level and would fall short of meeting
well-established demands in just the Helwan upgrading

ecommunities,

The HILP is sufficiently effective in meeting its objectives
that further GOE/AID support, in the form of additional credit

and perhaps in cther forms, may well be warranted.

One reasonable expense for GOE/AID to pay is the cost of
technical and social teams 1in operating the HILP, This by
itself however only very modestly increases the viable scale of

the program.
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Tht HILP covdd charge higher interest rates on loans. This
again only modestly increases the sustainable program scale.
And some, but not all, borrowers would need current 7% rates, or
equivalently subsidies to help pay higher rates, to make loans

af?ordab]e.

Higher interest rates on current HILP loans have limited value
to GOE/AID overall because they reduce the ability of borrowers
to pay for other upgrading components (land title and

infrastructure).

More valuable in extending the program while limiting AID/GOE
cost is getting financial institutions to raise their.own funds

for HILP credit.

To do that, either land titling or ldan guarantees are needed to
provide sufficient security to the lender. The current program
participant, CFE, insists on land title and- secured mortgage
lending; but the guarantee may still have potential if titling
cannot be achieved. In either case, some interest subsidy would
be required in order to involve financial institutions, whose
cost of obtaining money to lend requires lending at higher than

current HILP interest rates.
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2,3.2. HILP as a Revolving Loan Fund

The HILP as currently structured is intended to continue in the
future as a revolving loan program, with proceeds of loan
repayment by borrowers used to lend to future borrowers. This
has not yet occurred. But it does appear to be financially
feasible. Annual repayments certainly do exceed the annual
administrative <osts cf operation, leaving funds for making
loans. These loans would be in addition to those being made now
from tﬁe $1;3 miliion ba]anc; in GOE/AID-supplied credit based
.on the original Project Paper and Grant Agreement. Let us
suppose that the full originally budgeted $3.5 million were lent
out for home improvement Jloans, at 7% interest and with average
repayment period of 12 years. Let us suppose also that the
record of no defaults and insignificant arrears continued to
hold true. Then annual loan repayments (principal and interest)

amount to $432,000.

Under current operations, part of these payments must be set
aside for various other purposes: to meet operating expenses
and for bad debt reserves. Bad debt reserves are set by the
program at 2% of outstanding loan principal. For purposes of

this ana1ysi$, annual operating expenses are assumed to show the
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same deficit, beyond origination and service fees paid by
horrowers, as has occurred in the_ past. As Table II.4 shows,
the size of the fund remaining to make new loans éach year is
about $300,000. This is sufficient to support about 190 loans
annually. But this total will fall sharply if inflation
continues at a rapid pace, pushing up average loan amounts in

order to complete the same improvements.

This self-sustaining level is low relative to activity in the
program to date, which has averaged nearly 500 loans per year
excluding the period during which new loans were prohibited. A
reduction of 60 percent in activity level is involved in
operating on the basis of loan repayments only. If the program
were first expanded to a total of $5 million in HILP credit
outstanding, as envisioned in the current draft Implementaion
Plan, then about 3C0 loans could be supported on a revolving

basis (See Table II.5) or about 60% of the current level.
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TABLE II. 4
LEVEL OF REVOLVING LOANS
SUPPORTABLE BY HILP
WITHOUT AID/GOE SUPPORT

Annual Loan Repayments $ 432,000
on $3.5 million

Bad debt reserves (2% of principal) (70,000)

Operating expense deficit ** (58,000)

Available for relending 304,000

Annual number of loans (average $1580) , 192*

*

*%k

The total will rise slightly over time as further loans are made out
of the revolving funds, and then fall as the original loans are
fully repaid.

It is very difficult to estimate the future'operating cost deficit.
Origination fees will decline as fewer new loans are made.
Servicing fees will rise as more loans are outstanding, but we do
not know how the costs of collecting more repayments will compare
with the servicing fees. CFE overhead costs per loan may fall, with
more total loans outstanding and the computer functioning, or stay
the.same. CFE expects the computer to provide major savings if it
eventually comes on line. JHP and CHF staffing costs per loan may
f211 with experience or rise when additional communities are added
but few new loans are made and more collections problems may arise.
An unchanged deficit is therefore assumed for want of clear
alternatives.
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TABLE II., 5
NUMBERS OF LOANS ANNUALLY UNDER ALTERNATIVE HILP STRUCT'RES

Number of Loans

Program Structure Per Year
Current Structure, $3.5 million Initial Credit, No Further Support 192
Current Structure, $5.0 million Initial Credit, Mo Further Support 309
Administrative Deficit Supported, $3.5 Million Initial Credit ' 229
Administrative Deficit Supported, $5.0 Million Initial Credit 346
Interest at 10.5%, Administrative Deficit Supported, 2812

$3.5 Million Initial Credit

Interest at 10.5%, Administrative Deficit Supported, 398>
$5.0 Million Initial Credit

Level of Activity to Date 498

a. THe numbers in the table apply reasonably only to the first year after
initial GOE/AID credit is lent., After that, continued inflation would
decrease the numbers of loans if loan size is allowed to rise--an effect
slightly offset by rising total repayments.

b. Full impact not available until existing loans at 7% are paid in full.
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Again inflation could drive up average loan size and- further
reduce the number of loans, or cause loans of unchanged size to
provide for significantly less home improvement. It is also
worth noting that CHF believes that current staffing levels
could process nearly 10C0 loans per year, and HILP has operated
at nearly that rate during its most productive periods. In sum,
then, HILP as currently operating is viable without further
GOE/AID funds, as a revolving Tloan fund. But it would
necessarily operate at ]eve]§ well below ,paﬁt experience and
future potential. The program has been sufficiently effective
that GOE/AID might Want'to support it at some greater level, by
providing additional funds for credit, and by other mechanisms

as well as elaborated below,

2.3.3. Alternative Ways to Increase HILP Pesources

Two alternatives appear reasonable for increasing HILP resources
within the current structure. The GOE and/or AID could continue
to pay the administrative expenses of the program, other than

those for CFE's basic loan origination and servicing functions.
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This 1is consistent with the structuring of many other home
'improvement programs, in  which _ the technical and social
functions of helping lower income people through the improvement
process are supported by sources other than beneficiaries. With
an unchanged operating deficit level, this increases the number
of annual Toans on a revolving fund basis by a modest 35-40 to

levels shown in Table II.5.

A further alternative is to increase the interest rate on loans,
say to the 10.5% level which represents the cost of funds to CFE
when it borrows funds from the Central Bank plus a one percent
servicing cost.. There is little immediate impact on loanable
funds from that change, because of the large number of Tloans
already in place at 7% and continuing for years into the
future, Ultimately, when all loans are at 10.5%Z, the effect
would be to raise by about 50 the number of loans that could be
generated per year (see Table II.5); but by that time inflation
would have significantly reduced the Tloan total. Raising
interest rates does help offset the impacts of inflation

somewhat.

Probably of greater Tlong-term consequence than just raising
interest rates to increase the size of the revolving loan fund

size is the possibility of being able to charge interest rates
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at or near levels that would make financial institutions willing

to provide home improvement loan capital from thejr own funds.

This would allow for potentially large increases in the volume
of loan activity with still modest financial involvement by GOE
or AID (principally for technical services). The up-front costs
to government are greatly lowered by not having to provide the
credit. Currently, for example, CFE pays 9.5% for the funds it
borrows from Egypt's Central Bank and might be able, if it so
desired and under acceptable risks to make loans available for

HILP participants for as little as 10.5% interest.

But réising %nterest'rates may create affordability problems ftor
borrower households, since HILP is désigned to serve people of
limited means. An analysis of this affordability issue was
performed, in order to assess the potential to use bank loans
and still reach target households. Using a string of parameters
and assumptions based on program expefience and available income
data, summarized in Table I1.6, it appears initially that many
households coﬁ]d pay the 10.5% interest rate on home improvement
loans similar to those they have been obtaining. But there are

substantial limitations.
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TABLE II, 6

KEY PARAMETERS AND ASSUMPTIONS

FOR HILP AFFORDABILITY ANALYSIS

Household income at percentiles are those given by the lower end of
Nathan Associates evaluation's income range updated to 1984 (see
Section V of this report for details). :

Principal household earner is a salaried factory worker.

Hcusehold incomes are 1.35 times factory worker net salary (CHF
estimate).

Base salary is 0.6 times net sa]ary:(analyses of CHF Helwan factory
worker salary and income survey).

Household takes one HILP loan.

Size of loan is maximum allowed based on 25% of base salary being
used to amortize loan (JHP, CFE staff report this as the minimum that
people take).

Household gets no new rental income after using HILP loan.

Term of loan is 12 years.

Household has at least 15% of income to use for improved shelter.

More specifically, affordability was tested for factohy worker
households at the 25th and 50th percentiles of income levels for
urban Egyptian households (as detailed in Chapter VI of this
report in discussing overall project affordability/recovery),
Each household was assumed to take out a single loan, for the
maximum amount allowed in the program given household principal

worker's base salary and no other guarantors. Analysis shows
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that if households are able to spend at least 15% of household
income.for shelter beyond what tpey paid before entering HILP,
then they can afford to pay foi their loans of unéhanged size at
10.5% instead of 7% interest. That is, .as seen in Table II.7,
income available for improved shelter exceeds loan amortization

cost even at 10.5% interest,

TABLE II. 7
AFFORDABTLTTY CF HILP LOANS
AT 10.5% INTEREST
(MONEY IN L&)

Size Monthly 15% of Monthly Monthly

of House- Fionthly Loan oan

Loan Thold House~- Costs at Costs at

. Tncome hold » lnterest 10.5% Interest
Tncome

Household in 30th
Income Percentile 808 82 12.3 9.25 11.0
Household in 60th
Income Percentile 1408 130 19.5 14.5 17.0

There are several extremely important 1limitations to this
conclusion, however, The most important is that the 10.5%
interest rate leaves virtually no income avajlable to pay either
for purchase of land or for payment for improved infrastructure
(including future hook-ups to it)--the other central aspects of

an upgrading'program.l/ Second, many households (perhaps half

7/ If a HILP was operated in an area -where infrastructure improvements
and land titling were in place already, existing shelter costs would

probably be higher and make less than 15% of income available for
HILP repayments.



41

or more according to CFE and CHF staff) borrow more than their
primary earner's base salary would allow. Either that wbrker
gets another guarantor apd a larger loan, or a second earner
takes a loan, with payments often reaching 25% of total
household ihcome. Such hbuseho]ds would have to cut back
amounts borrowed for home improvements in order to afford any
interest rate increase. The same would be the case for some
households with non-factory earners, who borrow based on
household (not base wage) income. A final constraint is that
tenants, to whom some loan costs are often passed on, generally
have higher shares of income already devoted to shelter and can

pay little more.

A revised program would probably be best off, then, to raise
interest rates beyond 7% at most oniy for households at the
higher end of the target population. That means modestly
subsidizing interest for others (from say 10.5 to 7%) if loan
capital is to be obtained from financial institutions. The
&a]ue of higher HILP interest rates to GOE or AID is really
inherently quite limited in an overall upgrading context,
because households' higher HILP expenses directly reduce money

available for other cost recovery.
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2.3.4. Lendinag of Banks' Own Funds

How feasible is it to expand the HILP by getting CFE to lend its
own funds for home improvements? CFE has expressed a
willingness §/to make loans available at 10.5% interest, given
the current 9.5% rate at which it borrows from the Central Bank
(though CFE considers the possibility highly hypothetical at the
present time). The 10.5% could be met by a combination of
borrower payment and in some instances subsidy. The key
condition. is that the residents of the upgrading communities
must have title to their land and buildings, so that CFE can
lend in the form of mortgages secured by the préperty itself,
CFE officials appear at present to be unwilling to lend on
untitled properties even if an outside party (GOE or AID)
provides a 100% guarantee of repayment of loans secured by
incomes in the manner of the current HILP. . CFE history is as a
mortgage lender, its by-laws require security of property, and
key officials are not currently interested in making a major

departure.

This CFE position makes the issue of land title a potentially

important one for the HILP, though the program has proceeded

8/ Interview with Mr. Palange, using written questions about which he
had consulted Acting Chairman Mr. Gomaa in advance. .
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effectively without title in the past. CFE's participation with
ite own funds would make financially feasible a 'major HILP
expansion for very 1imitcd AID/GOE outlays but 1s apparently

9/

contingent on title for the forseeable future. =

It should be noted that mortgage lending of CFE funds has some
possible dangers as well as advantages. CHF staff expressed
concern that mortgage Tending would be a much slower and more
expensive lending process because of Tlegal and documentary
requirements, though CFE disagrees. In addition, CFE Toans are
made at interest rates that are adjusted when the bank's cost of
funds borrowed from the Central Bank changes. This could mean

unanticipated burdens on borrowers later.

2.3.5. Loan Guarantees

Despite CFE's lack of current interest in the idea, using
financial institutions' funds for home improvement loans based

on income, coupled with a loan guarantee by AID and/or GOE, has

important attractions if title issues are not resolved in the

near future. CFE and other potential lenders are concerned

9/ Further discussions about the loan-guarantee option might possibly
show more promise than was indicated to the evaluation team.
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about the possibility of default on non-mortgage loans to low
and moderate-income borrowers, especiaily in later years. But
the actual defaulti =zapcerience nas been and appea&s"like1y to
continue to be excellent. 10/ A loan guarantee could likely
therefore be provided at little cost to the guarantor. It could
potentially get bank capital released to expand the HILP at low
GOE/AID cost (although an interest subsidy would also be needed
for some lower income borrowers), especially in the early years

whereithe current HILP has great up-front costs for credit that

is later to be repaid.

Three problems confront the guarantee idea. The primary one is
finding a lending institdtion that is willing to make home
improvement loans secured by a combination of people's income
and the guarantee. In principle, a 100% guarantee should be
sufficient, but perhaps not in practice as it is not for CFE. A
second problem to be resolved is the mechanism of creating the
guarantee. AID could have substantial difficulty budgeting

funds to be set aside for a default contingency.

10/ In an interview with Sawsan El Messiri she indicated that families
are repaying even after borrowers have died. Some borrowers have
argued that their loans should be treated as grants by right, but
social team members have convinced them to pay lest they jeopardize
an important new program. Many arrears are just delayed paper work,
both CFE and CHF agree.
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GOE may have a similar difficuIty.in its budget process. n/

The best solution may be to use repayments of initial loans as a
guarantee fund. A third difficulty is in designing a loan
servicing fee structure or other mechnénism 12/ that ensures
that the lending institution retains good incentives to collect
full loan repayment. These issues deserve work toward
resolution especially if land titling cannot be resolved
expeditiously to allow mortgage loans and if AID/GOE funds are
insufficient to provide substantial additional home improvement

credit from their own resources.

6. Further Issues in HILP Continuation

Finally, two further program-structuring issues are relevant in
considering continuation and extension of the HILP. First, the
program has not yet made extensive use of graduated payment

mortgages. At least for Helwan factory workers whose incomes

‘rise systematically with inflation, GPMs provide substantial

potential for increasing borrowers' ability to pay for home

improvements and ease pressure on GOE/AID resources. Work would

11/ This has not heen investigated by the evaluation team.

12/ Such as a less-than-100% guarantee.
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need to be done to convince borrowers of the value of such
loans. Second, other communities where HILP might be extended
will Tikely have fewer workers with assured governmené salaries,
accessible for direct deduction of loan repayments than does
Helwan. While non-féctory workers in Helwan have shown no
repayment precblems, new provisions will have to be designed for

guaranteeing repayment in such other locations.

2.4, HILP Seneficiaries

2.4.1. General Summéry

The HILP was designed to serve 1oﬁ and moderate 'income
households, especially those depending on salaries from Helwan
factories. 7The Project Paper envisioned serving the bottom 60
percent of the income spectrum, except those in the very lowest
10 percent. Maximum limits were established on the individual
or household incomes of eligible borrowers in order ‘to help
“assure that loans did not go to upper income people, and
interest rates were held to 7% and loan repayment periods
13/

extended to 20 years —' to improve the chances that Tlower

income people would reasonably participate.

13/ Ten ycars for non-salaried workers.
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Overall, the program has been very successful in targeting its
benefils to people of limited meané. The income limits set for
eligibility prevent participetion by upper income groups. Data
on the incomes of actual loan recepients show that major shares
of HILP loans go to people far down in the income distribution.
Factory workers are well served, as intended from the outset.
Two potential limitations are, however, suggested by analysis.
Lower income borrowers may receive only very small loans, and
non-salaried workers may be having some difficulty in

participating. Evidence for these conclusions follows below.

2.4.2. HILP Eligibility Criteria and Targetting

to Lower Income Groups

The maximum income 1imits set for the program ensure that lower
income groups are targeted as beneficiaries. The current
factory worker limit of LE 120 per month in net salary implies a
maximum household income of about LE 162 per month. 14/
Comparing the LE 162 figure to the national wurban income

distribution presented in Table 11.8, we see that this limit

14/ CHF analyses of factory worker salaries and incomes supports a
conversion factor of 1.35 times net salary to obtain household income.
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places the “ousehold at most just beyond the 60th percentile of
national income and perhaps as 1oq as the 30th percentile.
Comparing the net salany to upuated CHF factory salary survey
data, we find that the maximum household income 1imit of LE 162
means that only the Tower 70 percent of Helwan salary workers
are ‘eligible. 15/ similarly, *he LE 200 per month HILP 1imit
on household income of non-salaried workers constrains
eligibility at least to the bottom 70 percent of the national

urban population and perhaps as low as the bottom 40 percent.

Sample information from monitoring documents on actual loans
made suggests that eligibility standards have been adhered to
with only rare exceptions. 167 In addition, lower income
eligiblity limits applied in earlier }ears, offset inflationary

changes.

It is important to take a more precise Took at the distribution

of actual beneffciaries, in order to see whether people below

L

157 Updated resh]ts of CHF Survey on salary of factory workers are
presented in Chanter VI, Table VI.I.

16/ We have not had the opportunity to pursue the cause of exceptions.
It may be that incomes as ultimately verified in the actual loan

application process were lower than recorded in monitoring sheets and
did meet limits. -

s e
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TABLE 1. 8
NATIONAL URBAN INCOME DISTRIBUTION ESTIMATES,

HOUSEHOLD MONTHLY INCOME, 1984

(LE)
Income Percentile Lower Estimate Upner Estimate
20 65 136
25 82 152
30 &/ 92 167
50 » 130 227
60 2/ 153 244
70 197 278

Note:
a. Interpolated linearly.

b. Source of this table is explained in Chapter VI of this report in
discussion of cost recovery.

the maximum 1imits were beneficiaries of the HILP. For this
purpose, a one-sixth sample of loan applicants in Rashed, the
community with the most applications (over v700), was drawn,
Incomes of each loan recipient were recorded, along with incomes
of unsuccessful applicants and the source of income (salary,

pension, self-employment).
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The clear concfusion of the analysis of this data is that the
HILP reaches many people well down the income spectrum, even by

the most conservative estimates, as can be seen below.

Loans in Rashed were made beginning in mid-1981 and continue to
the present, while incomes have risen with inflation. For the
sake of drawing conservative conclusions, we have used 1882
national urban income estimates for comparison. 17/ These are

presented in Table I1.9.

"~ TABLE II. ©
NATIONAL URBAM INCOME DISTRIBUTION ESTIMATES,

S vIGNTH e,
(LE)
Income Percentile Lower Estimate Upper Estimate
20 49 96
25 62 108
30 8/ 69 118
50 98 160
60 b/ 116 172
70 149 197

hote: .

a. Intergolated linearly.

b. Source for this table is explained in Chapter VIof this report in
discussion of cost recovery.

17/ This is equivalent to assuming Rashed borrowers' recorded sample
incomes were those earned in 1982,
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The actual income distribution of sampled Rashed borrowers is
shown in Table I1I.10. Comparing these data to the national

income distribution ranges in 7able II.9, we see the following:
18/

e Nearly 15 percent of borrowers fall below the 20th percentile of
national income, even using the 1lower estimate for national
income. If, however, the higher national estimate were used,

nearly 60 percent of borrowers fall below the 20th percentile.

e At least 60 percent and perhaps 95 percent of borrowers fall
below the: national urban median income (50th percentile),
depending on' which estimate of incomes is used--using lowest

estimates for income distribution,

e At least 90 percent of borrowers fall below the 60th income

percentile set out in the Project Paper.

By -any of these measures the targeting performance is excellent. A
further note is that the survey data show no lesser rate of success

in getting loans for Jlower income applicants than for wealthier

18/ The observed net salary incomes of salary workers have again been
converted to household income by multiplying by 1.35.
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TABLE II, 10

HOUSEHQLU INCOME DISTRIBUTION OF HILP LOAN

RECIPIENTS .IN RASHED /SAMPLE: N = 84)

Percent of
Household Income Loan Cumnulative Percent
(LE Per Month) Number of Loan Recipients Recipients of Loan Recipients
0-54 15 18 18
55-68 16 19 37
69-85 26 31 68
26-122 14 17 a5
123-149 6 7 92
More than 149 7 e 100
Total 84 100

ones. That is, an interested potential borrower -has the same chance

of success, once having applied, regardless of income.

Cne~1imiting factor that should be  kept in mind is that the
households at the lower end of the income spectrum are quite
restricted in the maximum loan size they can obtain. For example, a
family whosé income 1is Jjust within the 20th income percentile
(monthly income of LE 49) can, using HILP standards, borrow only

about LE 50C ($610). 19/ This severely 1imits the kind and amount

19/ Non-salary workers, one recalls, need guarantors for any loans,
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of work that can be done. It may be grounds for a somewhat greater
interest subsidy for lower income people despite the successful
targetting in the current program, A;other approach to expanding
loan amounts for lower income people is to use factory workers' net
salaries, rather than just base salaries, as determinants of their
loan limits, without them having to find a further guarantor. But
this creates problems in recovering costs Ffor infrastructure and
land as the rest of the upgrading program proceeds. A third
worthwhile apbroach, for factory workers with inflation-indexed
salary levels, is to employ morelgraduated payment mortgages, if

borrowers can be persuaded to take them.

The Rashed sample also made possible analysis of the type-of-income
characteristics of borrowers. Seventy-six percent of recipients
were salaried (factory) workers, highly consistent with the 80
percent level for all upgrading communities. Seventeen percent were
self-employed (12 percent in all communities) and the rest were
pensiorers. Loan applicants other than salaried workers had a
higher rate of not obtaining the loans than did factory workers (44
percent vs. 18 percent). While we do not know the reason for
certain, this may be due to HifficuIty in obtaining guarantors.

20/ This possibility is also at least suggested by the fact that

20/ See Environmental Quality International, Solid Waste Component: Arab
Rashed Upgrading Program, March 1982 for source-of-earning data.




salary workers. got 76% of the 7loans but were only 65% of the
empioyed population (even neglecting pqnsioners)_ in Rashed. 217
This is certainly an area for further examination if the HILP is to
be extended outside areas like He1waﬁ to places where government [

salary income is less prevalent.

Finally, non-borrowers may be affected by the HILP
("externalities"), but we have not been able to find solid
information on this topic. A prominent form of externality would be

an impact on the general price (rent) for (non-HILP) housing in the

upgrzding cormunities. Only observers' impressions are available
and these conflict. Some believe that the upgrading project effort
as a whole gives an increased sense of security and likely futdre
service provision to the communities and drives up housing prices
and rents. Others feel that the additions to the nousing supply
through HILP, inoderating housing shortages, .wore than offset this
effect. Also, some tenants may be displaced by raised rents when
owners borrow to improve, but we lack adequate evidence on that

topfc as well,

2.5, Demand for HILPvLoans

21/ Some slight approximation 1s involved ‘because income categories for
Rashed data do not precisely match those of the national income

distribution.
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2.5.1. General Summary

There has been a very substantial demand for HILP loans in those
upgrading communities where they have been available. The number
of loans madé to date in these communities alone is almost at the
level projected for all communities over the 1life of the
project. Thus, total demand will clearly outstrip the Project
Paper anticipated levels. Nonetheless, dde to the fact that the
average size of loans has been smaller than originally estimated,
total credit extended to date has been smaller than the $3.5

million budgeted.

The demand does not seem to have been artificially created, but
to have served a real need for credit. While future demand is
difficult to estimate, it is 1ikely that the number of loans will
exceed Project Paper total loan and budget estimates if Tloans
continue to be m;de at the same rate observed thus far. On the
other hand, Project Staff projections are slightly higher than
‘observed activity, and would place the total number of loans at
over twice the nunber of loans made to date, which is consistent

with the levels estimated in the 1984 draft Implementation Plan.



2.5.2, Current Demand

Through mid-June, 1984, 1977 applications for loans have been
made, overwhelmingly from the three communities with substantial

periods of HILP operation: Rashed (begun 7/81), Ghoneim (begun

T/Bf), and Zein (begun 3/81). 22/ Nearly 70 percent of these, J
a total of 1369, were carried through and resulted in loans being i
made. Table II.11 provides the number of loans by community.
The numbers would be still greater if it were not for the freeze j
on loans during a significant part of 1983-1984. J
TABLE 11, 1] | 3
HILP Loans Made to Date @ ' J
Total > © Ghoneim Rashed Zein Kafr E1 Elw  Sidgi ]
Number of loans, 1275° 716 484 75 14 4
Value ($ millions) 2,02 1.24 0.70 .08 n/a n/a 1
Average loan Amount ¢ 1580 1725 12200 1110 n/a n/a ]
7 )
. J
Notes:
a. Through March 37, 1984 for Ghoneim, Rashed, and 7:in and approximately to ‘
June 1984 for Sidqi and Kafr E1 Elw. : i
b. Total falls ‘short of numbers reported in text because it is not up-to-date
to June, 3
C. rxcliudas Sidgi and Kafr E1 Elw loans. _j

s ¢

22/ Sidqi and Kafr E1 Zlw have only very rezently Yeean added to the :
prograin. : i
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Loan recipients wasted no time in putting the money to work.
Program staff estiinate that 90-95 percent of the vatue of loans
made to date has been disbursed on the basis of finished work
and that work 1is nearly always completed within 3 months.
Further, it is bhelieved that perhigps 25 purmcant oe mr2 oF
borrower households s2eit a sa:dad Tyia, oa tha basis aithar HFf
another guarantor for the original borrower's repayment or the
earnings of a second family member. And people have
consistently, ucsarding to °7c, applied for Jarger initial loans

than the maximum that their incomes allow under program rules.

Observed demand has %been very substantial in ps2lation to
expectations. The Prgject Paper estimated that a total of 1130
loans would be provided. This is Eare]y more than the number
already made, principally in just three communities. And only
in Rashed is the loan demand believed by project staff to have
been at least. temporarily nearly saturated. 23/ Total demand
~“in the upgrading communities, in terms of numbers of loans

sought, will clearly outstrip the demand that the Project Paper

anticipated serving.

23/ Even that saturation ju Rashed nay not hH2 so much demand satisfaction
reached by loans to date but inability by some who desire to borrow
to find a guarantor who has not himself gotten a loan.



http:erysaturated.23

e el ‘

58 . A 9

Loans have on average %H2en snaller than anticipated. As
previously noted, the average is $1580, whereas the Project

Paper used a loan amount of $2500 (approximaté]y corresponding

to an initial intended loan maximum of LE 2000). The result is
that while the number of Tloans nas reached projscted levels, {
only $2.17 million of the budgeted $3.5 million of credit has
been used. But the Project Paper estiimate Had no strong
empirial basis, and the actual average corresponds to what the

borrowers can obtain given their income levels,

)

It 1s ndt surprising that long-term, 7% [nterest cradit for home
HAeDY2n218s 05 ia simng d2a20d i Bh2 ihgealing connunities. -J
rdouseholds have few alternatives. :re&Et in the form of : l

installinent payments is provided by some contractors. But the
perniod of rsnayment is generally a year and surely no more than }
two, and interest rates are ia Ehe -cange oF 20 hercant, g
rouseholds do pool their savings and lend to each other at zero : !
“Anterest (Gamiya), but the size of these pools is apparently A\
insufficient for the housing needs of all households together. :
. J
The demand does not, furthermore, seem to have baen ar.ifically \
created by the availability of credit. The fact that loans are J

put quickly to work is one indicator, as is the successful
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targeting to low income people discussed in detail in Section
2.4 of this chapter. Additional evidence on this point is
provided by a sample of 25 houseﬁo]ds in Rashed who did not
apply for loans. The most éommon reason for not applying was
that the household had no need for a loan, suggesting that
households in need of these resources used them. The bulk of
the other non-applicants are people who feel they cannot afford

repayment on current HILP terms.

The demand picture is not tota]]y without problems. In each
"community added to the program, an education and explanation
'process is required. Initial resistance, particularly
resistance to interest charges on religious grounds, must be
overcome by showing the results of a first few loans. This has
been accomplished so far. In Sidqi, however, organized
religious opposition seems stronger to date; and fhis issue

might create some continuing problems there or elsewhere.

2.6.3, Future Loan Demand

It is difficult to estimate accurately what future loan demand
will be, even given the experience to date. Communities have
been added to the program at different points, the loan freeze

and gradual thaw confounds observed loan patterns, and operating
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procedures, eligibility standards, and the 1like have changed
vver time. Setting all complications aside, we cou1§ estimate
Toan activity at 500 loans per year, which is the rate of
activity so faf. 24/ This produces 875 more loans through the
first quarter of 1986 (the gchedu]ed project end for HILP
according to the current draft Implementation Plan), for a total
of about 2250 loans. The further cost, with unchanged average

loan size, would be $1.38 million, for a total cost of $3.55

million.

On the other hand, project staff believe 80 loans per month can
. be generated and processed. That rate results 1n.1680 further
loans, through the first quarter of 1986 for a total of nearly
3050, The added cost is $2.65 million, for a total of $4.82
million. These last numberc are roughly consistent with the
estimates, summing across projectioné- for individual
communities, that CHF has made in the draft Implementation Plan
and which seem generally well-founded if a bit optimistic. They
"predict a final total of 340/ loans, costing $4.99 million,

according to Table II.12,

24/ Neglecting the freeze.
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TABLE TI. 12

CHF PROJECTIONS OF DEMAND FOR HOME
IMPROVEMENT LOANS

Buildings Percent Number of Loan
Community - Demand -Loans Amount
BEID
Rashed 1000 .6 600 1463
Ghoneim 2500 .6 1500 ‘ 1463
Sidqi 1407 .4 563 1463
Zein . 500 .3 150 1463
Kafr E1 Elw 690 . .6 414 1463
G. Baharia 300 .6 180 1463

Total 6397 - .54 3407

Actual demand per building has now reached nearly .5 for Rashed but
is at .3 for Ghoneim after a significant period of activity, making
the CHF expectations probably an approximate upper bound. By any of
these projections, total demand for home improvement loans is both

substantial and beyond expectations.
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2.6. Tvpes of Home Improvements

2.6.1, General Summary

The Project Paper envisioned that the HILP would assist people
in improving the quality of their existing living space, in
adding needed further rooms, and in 1inking their homes to the
new infrastructure to be provided. Actual experience has been
scmewhat different. Households have indeed added rooms and
improved existing homes on a substantial scale. But they have
also built a significant number of entirely new apartments,
Tikely dembnstrating a backlog of potential demand for
construction credit on reasonable terms for purchase of new
hoimes. Also, because the HILP implementation has preceded the
development of new infrastructure, loans have not: as yet been
used for infrastructure links. Significantly, a substantial
number of rental units have been added. These units appear to
be rented at prices affordable to low-income groups indicating
that the HILP has contributed to the supply of units for this

’gegment of the population.

2.6.2. Uses of HILP Credit

Tables 1I.13 and II.14 prcvide a detailed picutre of how HIL®
credit has been used in the three communities in which there has

been substantial experience. Turning first to Table IIL.3, it
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TABLE II. 13

NUMBER OF UNITS AND ROOMS BUILT AS OF
DECEMBER 31., 1983

Construction Construction Construction Construction Construction

_ of Water of Complete of 3 Rooms of 2 Rooms of 1 Room
Community (Tosets Apartments

Rashed and Zein 75 120 24 135 65
Ghoneim - 53 152 . 92 134 75
Total 128 272 116 269 _ 140

is clear that addition of rcoms has been a major activity. By
the end of 1963, 520 households had added one or more rooms (not
including water closets); and a total of 1016 rooms were
constructed. gut in addition, nearly 275 entirely new
apartments typically 2 to 3 rooms with a hall and water closet
were built; this is one apartment for each five home improvement

loans. 25/

The extent of both ~room additions and especiai]y apartment
construction understates the interest households have in these
activities. This is due to the fact that the issue of building
‘license requirements for construction/improvement has only been
partially resolved. After the freeze on all new HILP activities
was lifted around the start of 1964, loans were initially made
only for the least structurally substantial improvement

activities.

25/ C?mp1ete apartments are typically 2 to 3 rooms with a hall and water
closet.



TABLE II, 14
NUMBERS OF IMPROVEMENTS OF VARIOQUS TYPES
T0 EXISTING ROOMS AND APARTMENTS THROUGH MARCH 1, 1983

Hood Trench General Plumbing Stairs Carpentry Electrical

Plastering, Tiling Brick- Concrete
Communi ty Roof for Finishings (windows, Painting laying? Roof 2
Cesspit doors)
Rashed & Zein 4 15 14 25 20 117 32 196 151 136 . 167
Ghoneim 1 15 . 1 4 81 30 9 75 38 24 883
Total 5 30 15 29 101 147 41 27N 189 160 1650
Note:

a. These numbe:> rerer to tne number ot existing rooms
that had brick walls built for them or concrete roofs
placed over them, estimated from m3 of activity.

e-¢9 °d
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firadually, the addition of rooms was allowed. Even at present,
construction of new apartments from the qround up is not
permitted within the HILP.

Improvements to existing apartments and rooms have been
concentrated in a few types of activities (see Table 1I.10,
which is current only to March, 1983).

The most prominent activity is the provision of concrete roofs.
If we assume that all roofs were placed on 4-room apartments,
over 400 households roofed their homes. The other principal
quality-improvement activities include plastering and painting,
tiling, and carpentry {doors and windows).

It is worth noting that the patterns of activities differ
substantially between the upgrading communities. The evaluation
team did not investigate the reasons for differences, but the
differences do at least suggest the value of letting households
make their own choices about the kinds of activities they prefer
to undertake.

2.6.3. Changes in Future Use of HILP Loans

We can anticipate at least two changes in the pattern of loan
‘use in the future. Once infrastructure is installed, households
will likely want to borrow to link their homes to it and perhaps
for internal replumbing, provided that 1is allowed under the
HILP, Market surveys reported in the Project Paper make ciear
that people have substantial interest in having sewerage
services, even more so than in making .other housing
jmorovements. A second 1ikely change is a return to heavier
emphasis on building new units once the building license issue
is fully resolved and such construction is again fully permitted.
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Additional Issues Related to HILP's Contribution to Increasing

jousing Supply and Mobilization of Household Resources

’.7.1. General Summary

Two important questions were raised in evaluating the HILP's
effectiveness. First is the question of whether or not the HILP
has contrituted to 1increasing the supply of rental units.
Second is the amount of household resources leveraged by the
loans for additional improvements. Jur analysis suggests that
the HILP has been effective on both counts. A significant
number of HILP beneficiaries have built rental units. These
units are rented at prices affordable to Tow-inccme households.
In addition, an even gfeater number have contributed savings
beyond the loans amounts granted to improve and expand their

homes,

2.7.2. Rental Additions

An important question is whether home improvement loan funds are
being used to add rental units that serve lower income people.
A survey of a random sample of 25 borrowers in Rashed (conducted
for this evaluation) vields some information on this topic. The
25 households added 9 rental units., These households are

apparen*ly not perfectly representative of all borrowers,

because that frequency of rental additions would imply more
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total added apartments than actually occurred; but they do
indicate substantial rental additjons. If one assumed that
these households are representative of HILP borrowérs, one can
estimate that a total of 180 additional rental units were
created in Rashed by HILP borrowers. This may be indicative of
the fact that HILP borrowers are anxious to provide rental units
in order to repay their loans. Most (38%) of the rental units,
however, were created in buildings where the owners evidently
has some savings to invest in addition to the loan. In short,
while a direct relationship between borrowing for improvements
and additions and creating rental units cannot be established,
it can be safe]y "assumed that without the loan fewer rental
units would have been built. The additional savings invested
would have most likely been used for the owners' own housing

needs.

Nearly all the rental units added were rented for LE 20 to LE
25. If the units went to households paying 25 percent of their
income for rent, their incomes would place them in the 25th to
35th percentiles of the national urban income distribution.
Based on our limited sample, the rental stock affordable to
lower income people is being expanded through the HILP., To an
apparently lesser extent, further units are being constructed
for the use of relatives (sons) of current homeowners who then

marry and establish their own households.
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2.7.3. Contributions of Families to Home Improvement

How much do families contribute to home improvements aside from
the funds they obtain from HILP loans? Becasue this information
is not generally collected in the loan process, we again relied

on the survey of 25 Rashed borrowers.

The median contribution by these households was about $850 and
ranged from zero to ;3050. While over a quarter of the
borrowers added no money of their own, the others averaged over
$1350 each. The largest number of those who did add some of
their own money obtained the funds from a cémbinatfon of pooled
savings (Gamiya) and bonuses received at their factory
workplaces. Others relied principally on earnings from work in

the Gulf states, family members' funds, or extra work beyond

their regular jobs.

The typical contribution adds a substantial amount to the work
that can be undertaken using only the hore improvement 1loan
itself. For every LE 1.00 provided in the form of credit, an
additional LE .52 of household resources was mobilized by
surveyed borrowers. This sample-based calculation is consistent
with JHP-PIU Engineer Mohamed Foda's rough estimate that
households in the HILP overall add about 50 percent of the
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amount of the loan from their own resources. Borrowers may also
contribute maieriu.ls and labor, but no explicit information is

available. 28/

Mr. Foda believes that at least the people trained in the Helwan
Upgrading project's building trades vocational program are
putting some of their efforts into carrying out work associted
with the HILP. Regardless of the extent of the added labor, the
cash contribution alone provides substantial leveraging of HILP
loan monies. If the observed Rashed experience is indeed
typical, borrowers will have added about $1 million of their own
resources to the S]ight]y over $2 million in HILP loans to
date. Families are clearly very interested in making home
improvements and are marshalling their various resources,

extended by HILP loans, to pay for them.

2.8, Implementing the HILP

The HILP has been in operation for more than 3 years, during which a
well-defined set of operating procedures has been developed.
Overall, they seem to be serving the program well, getting loans

efficientiy made and repaid.

26/ At the time of Project Paper development, CFE predicted 50 percent
defaults very early in the loan period. This has not been the case.
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The basis for operation is the multi-facetca team that deals with
each loan application. Each applicant deals with a team %nc1uding a
sociologist/social worker from CHF and JHP/PIU, an engineer from
JHP/PIU, and a staff member of CFE's Helwan branch. The process is

as follows:

a. Social team members explain the locan program to potential
applicants and assist them in preliminarily preparing
applications, ‘inc1uding gathering necessary information and
documentation and indicating desired loan amounts and

improvements to be undertaken.

b. A formal loan application is completed at the CFE branch office
in Helwan (formerly in a field office, before the branch was
established), detailing applicant characteristics and 1loan
desired. Social team members assist in this process but CFE

staff have prinary responsibility.

¢. Application information 1is verified: checking factory-worker

salaries against actual payment documents, assuring ownership of

buildings through presentation of a municipal tax receipt, 21/

27/ Tenants are also eligible for the HILP, if the owners of their
buildings sign an agreement to allow it; but few are actual borrowers

to date.
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checking residency with local community associations.

d. CFE determines eligibility for a loan. Salaried factory workers
must have incomes below LE 120 per month (individual, not
28/

household income). — Pensioners and self-employed people

must have incomes below LE 200 per month.

e. CFE determines the maximum amount of the loan an applicant may
boriow. Tue top limit is now LE 3000. But in general, Tloan
amounts are constrained by established standards based on
measures of ability to repay. Factory workers may have loan
repayments no greater than 25 percenrt of-base salary on their
own. If they obtain a guarantee from another salaried wazcker,
this may rise to 25 percent of net salary. 23/ The length of
the loan repayment period is limited by the number o7 years left
until the workers' expected retirement. 30/ Using the income
standards, 1loan term, and the 7% interest rate, CFE can
determine the maximum loan size. A similar process applies to

'pensioners. and the self-employea, except that they must have

guaraniors who are salaried worke:'s, they have an income

28/ Up frem LE 80 and LE 100 previously.
29/ Net saiary is about 1.67 times base salary an average.

30/ Maximuin 20 years.



71

standard e¢7 30 percent of household income up to LE 200 per

month, and their loan terms are 10 years at most.

f. An =2ngineer team member inspects the nome, makes sure the
proposed work is feasible, 3/ and estimates the true cost of
the applicant's desired improvements. If the cost is no more
than the maximum loan amount, then that cost is the amount that
is lent. If cost exceeds the maximum 7loan, 3%/ a reduced

level of improvement work is agreed upon.

g. A CFE loan committee reviews and approves the loan, a direct
salary deduction at the factory 1is arranged for to make
repayrents (for salaried workers), and the borrower signs a loan

agreement.

h. An engineer provides aid in final design and contracting, work
begins, and a first disbursement is made from CFE once the
engineer inspects the work. Additional disbursements are made,

’ﬁgually a total of three, as work is completed and inspected.

Building materials are macde available, by permit.

31/ For example that the foundation can support a proposed added floor of
rooms.

32/ This is prevalent.
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Collection of repayments proceeds through deductions from
factory-worker salaries and by payment at the CFE branch office
by other borrowers.' Door-to-door collections are inade by CFE
when payments do not arrive, unless the problem is a paper-work
one with factory employers. Social team members have worked
with CFE in problem cases, especially to help explain why it is
important to the future of the program for borrowers to repay

and not claim the loan as a grant they deserve.

While the procedures have numerous steps, they move quickly. In
many cases, the period from initial application to 1loan
approval is 15 days. Delays occur Qhen documentation cannot be
easily provided (particularly of having paid taxes) or when
needed guarantors cannot be found, but processing itself is
swift. And construction proceeds promptly. Teams are
apparently quite efficient. A problem might arise in the future
in retaining skilled staff, since a number of key people are not

regular GOE employees and are paid salaries higher than normal

GOE scale.

Coordination between CFE and PIU is good in most aspects of the
process. Th2 organizations and staffers clearly share goals of

serving lower income people, especially factory workers, and
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getting real home improvements made; and they are proud of their
progress. The basic operations seem to proceed in substantial

narmony.

However, there are some tensions regarding aspects of banking
practice, which both CHF and CFE recognize. CHF considers CFE
too inflexible on loan amounts, and would like the social team
more involved in arrears collections. CFE considers the level
of gquaranteee provided by borrowers and their guarantors'
incomes, without further propérty security, to be insufficient.
This 1is especially t}ue because loans aré }31ative1y long term
and, in CFE's wview, may outlast peoﬁ?e's employment 1in
factories, their working lifetimes, or actual 1lives. CHF
disagrees. CFE believes the cu;;ent security standards are not
fully sufficient for sound tanking practice, expresses if%s
disagreement in writing, and requests that it be directed in
writing to proceed in particular ways. CFE considers itself
unctionally to be a financial service arm of JHP in the HILP,
réther than a bank in its normal practice. This view is heavily
colored by CFE's history of making on]y mortgage loans secured
by thg value of property ownership. In fact, many aspects of
the HILP bprocess--income and ownership verification, income

affordability standards, periodic disbursement only after work

is completed, full effort at collection--are very muzh the
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equivalent of normal and sound banking practices. The default
and arrears record of HILP to date supports the view that
present guarantees are sufficient, although long-run experience
may differ, 33/ The HILP can apparently proceed well as
currently structured, and CFE is willing to continue in its
current role. But CFE, or likely another financial institution

as well, would need altered assurances and regulations in order

to willingly lend their own funds in a HILP effort.

33/ Source is interviews with CFE and CHF-staff,
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1I1.

ENGINEERING DESIGN AND CON>IKUCIIUN

Review of Engineering Desiaon and Construction

This chapter examines the implementation status of the project with
regard to physical design and construction noting achievements to
date and cost-savings in the desigﬁ of infrastruture and community
facilities. Based on this examination the chapter ends by
underscoring constraints and issues and recommendations relevant to
the implementation of the physical components of the upgrading

project as well as for future projects.

Current Status and Achievements

3.2.1., Infrastructure

Currently JHP/PIU has two contracts with joint Egyptian/
expatriate consulting engineering firms (Dr. Ahmed Abdel
Warith/Binnie Taylor and P.B. Sabbour/Parsons Brinkerhoff) to
design the infrastructure networks, prepare bid documents and
supervise the construction of these systems., Thes firms have now

completed the designs for the water supply, sewerage, and
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electrical distribution networks for the upgrading sites of Arab
Rashgd, Izbet Zein, Izbet Sidgi, Arab Ghoneim and Ghoneim Baharia
and are in the final stages of completing the designs for EI
Bagour and Kafr E1 Elw (see Table I11.1, Implementation Status).
Draft bid documents have also been prepared for the first five
sites, however, none of the work has been advertised for bids.
In addition to the work on the infrastructure designs and bid
documents, construction of several infrastructure facilities has
been completed. The JHP/PIU has installed 8 wastewater soakaways
to dispose of wastewater frbm pub]ic taps in .Arab Rashed,
extended the wate( supply network and installed wash stands in
Arab Ghoneim. The water supply extension and wash stands have
not been put into operation and the soakaway are yet to be turned

over to the lccal authorities for operation and maintenance.

Based on fhe description above of actual accomplishments, the
physical wupgrading cof the project areas is not proceeding
.according to the original Project schedule which had a completion
date of FY 83. However, a new schedule has been proposed in the
1983 Implementation Plan. Using this schedule as the new basis
of comparison between projected and actual accomplishements, we
find that project implementation is generally proceeding

according to schedule, but with some delays in certain areas
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Table III.]
IMPLEMENTATICN STATUS

UPGRADING COMPONENT

CFF-SITE AFR EL  IZBET ARAB  GHONEIM 1ZBET ARAD
COLLECTOR EL AL BAGOUR ZEIN  GEONEIM BAFARIA STDQOT RASHEP

Data Inventory Report X X X NA X X X
Urban Plan
Topography X X X X X X X
Land Use Plan - - - - X X -
Preliminary Design® X X X X X X
Basic uf Decign Report X X X NA X X
Draft Tender Documents/
FINAL DESIGH - < - X X - X
Final Tendar Documents™ 7/84 9/84 9/84 X 5/84 5/84 X
Tendering/Contracting=*  9/84 12/84 12/84 12/83 6/84 6/84 3/84
Constructicn - - - - - - -

X CCMPLETED

- NOT COMPLETED

N/A Not Applicable
*  Pianned completion date for final tender documents.

** Planned completion date for tendering and contracting.

't
YA

1/84
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Wlhere the project has fallen behind is in completing action on
the final bid documents for infrastructure construction at Arab
Ghoneim, Gheneim Daharia and the off-site éewage collector. The
project is also falling behind the projected schedule for
bidding and contracting in Arab Rashed, Izbet Sidqi, Arab

Gﬁoneim and Ghoneim Baharia.

The delay in the case of Arab Rashed was due to a belated
request by AID for design changes 1in the sewerage network
coupled with a drawn out period of negotiating this change with
the engineering consultant firm. The other delays are largely
due to the lengthy review and approval process required by AID.
In additior, the implementation plans did not provide sufficient
time in the process for unforeseen problems, e.g. The delays
cause by the proposéd use of the "Y" connection and its ultimate

rejection by GOSSD in June of this year.

Community Facilities

JHP/PIU has built two schools (one each in Arab Rashed and Arab
Ghoneim) and a community training center in Arab Rashed and a
youth center in Arab Ghoneim. (See Table III.2). All of these
facilities have been functioning although the. schools are

presently closed for summer vacation. However, the Arab Rashed
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Ghoneim
Sidqi
Zein

Kafr E1 Elw

Baharia

Bagour
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Subtotals

TABLE TII. 2 .

HUMUER UAND. LOCATICN

OF COMMUNITY FACILITIES

TO BE BUILT

Fire St.  Schools Community Center Youth Center

- 1* 1*

- 2* 1

1 2 é

e 1 e

- 1 1(Combination

Health Center)
e - 1

1 7 il

*Construction completed.

]*

e —— s e =

v
. —

———— .-"-'-‘

k.——- 'b—l——

Health Center

§ ]
7
7

; 1
- )
— ]
) \




80

Vocational Training Center 1is currently running its eighth
training session wifh 28 étudents receiving practical training in
masonry, plumbing, _e?ectricity and carpentry. (Sée photos in
Annex.) In addition, the JHP/PIU has had two separate solid
wastes collection trials completed, each using different
approaches (i.e. strategically placed empty oil barrels with
truck pick-up in Arab Ghneim and individual household collection

Zabaleen in Arab Rashed).

3.3. Cost Savings cn Community Planning and Infrastructure Design Standards

The project paper. called for "the introduction of new, innovative
site planning and physical design solutions... which will
substantially lower the per capita costs of infrastructure and
housing below current public sector practice in Egypt". The extent
to which it has been possible to introduce new solutions that cut

costs is examined below.

3.3.1. Infrastructure Networks

In response to instructions from the JHP/PIU to incorporate
cost-saving components in their designs, the consulting engineers
proposed three changes - a reduction in the minimum roadway

width, the installation of upaved streets and the substitution of
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the "Y' connection to the sewer Jinstead of the traditional
connection which discharges into a manhole. JHP/F"IU obtained
approval for the reduction of the minimum roadway width from 8
meters to 6 meters. . JHP/PIU is also moving ahead with its plan
to install wunpaved, compacted 4streets. Approval was also
received for the installation of the "Y" connections in the Arab
Rashed sewer network. However, this approval was made on the
original sewer network plans which have since been revised and it
remains to be determied if the approval is still valid. VWhile
this report was in ‘its fina] drafting, the sewerage authority
(B0GCSSD) sent a letter to JHP/PIU disapproving the use of the

"Y" connection.

In addition, the engineering consultants contracted by JHP/PIU to
prepare the infrastructure designs have employed the least cost
approach in selecting the types of water supply and sewer pipes
(both locally produced) to be used in the upgrading sites.
"H‘owever the networks for water supply, sewerage and electrical
services were designed using standard Egyptian engineering

practices.

These infrastructure network designs are based on providing
service to each house wherever possible, but in an effort to

reduce costs further, the JHP/PIU is now planning to eliminate



82

the installation of the electrical network from the upgrading
component because of its high cost and the fact that the Egyptian
Electric Company is capable of providing this service using its

own resources.

As a vresult of the changes proposed, total costs of
infrastructure have been reduced by approximately $3 million.
Significant savings have already been incorporated in the project
budget through the use of the 6 meter minimum road width and the
unpaved, compacted road. The 6 meter minimum °road width
represents a cost savings of 25% wherever it has been substituted
for the 8 meter road. The use of unpaved, compacted roads
represents a savings of approximately 80% from thekcosts of paved
roads of equal width. The combined savings prdduced by these two
changes is estimated to be around $1.0 million. The greatest
savings will come from the elimination of the electrical network

which is estimated to reduce costs by us $2.0 million.

As noted above. the most significant cost savings in the prbject
have come from the reductions in road width and in the use of
upaved, compacted roadways. The. fact that narrow  streets
restrict access to larger vehicles has both positive and negatfve
consequences. The restriction of vehicles tend to restrict noise

and air pollutjon but also limits access to emergency service
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{e.g. fire trucks and ambulances) are not readily available to

the residents.

With regard to upaved, compacted roads, while they are handy in
terms of cost-savings, especially for the installation of
unaerground utility networks, they are a source of dust and the
residents may over a period of time, beyond the implementation

period of this project, want these to be paved.

3.3.2. House Design

Historically, the .traditional house constéuction method (i.e.
brick bearing-walls with plain, non-reinforced concrete and brick
foundations and steel reinforced concrete beam and slab floors
and roofs) was cheaper than the steel reinforced concrete frame
construction system using brick partition walls. However, this
no longer appears to be the case mainly because of the sharp rise
in the cost of the highest quality brick required for

-'wall-bearing construction.

The residents in low-income informal settlements continue to use
the traditional house building system because it requires less
skilled workers than the reinforced concrete frame construction

even though this choice no longer provides a savings in the cost
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of construction. The traditional construction system also
contains some inherent disadvantages .in that it requires uniform
and high-resistance soil characteristics to avoid aifferential
settling and cracking of walls and, for safety reasons, should
not be built higher than two stories. Some of the }esidents in
the upgrading areas are reducing construction costs by using
.corrugated asbestos-cement roofing in place of the traditional

reinforced concrete beam and slab.

3.3.3.~ Community Facilities and Organizations:

Rather than attemptfng to incorporate cost-saving design changes
in community facilities, the JHP/PIU obtained a part of its
cost-saving objective by reducing the number of facilities to be

built.

Despite the fact that the service stancaras bpeing used for
community facilities in the upgrading sites, are lower than the
official standards, they appear to be sufficient to meet the
needs of the communities, . The shortfall in the number of
classrooms 1is being reso1ved by increasing class size and by

operatioh 3-shifts per day.

While a total of U/S/ $7.5 million (including 53% inflation) was

prbvided in the original Project Paper budget, the 1983
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Implementation Plan sets aside U.S. $6.0 million for community
facilities. It also sets aside U,S. $2.0 million for community
organization, a budget category that does not appear in the
Project paper budget. Assuming that the cost of community
organization activities was meant to be included im- the Project
Paper community facilities pudget, then there is an apparent cost
increase of about U.S. $0.5 million in the 1583 Implementation

Plan Budget over that in the Project Paper.

3.4, Constraints/Issues and Recommendations

A1l of the parties involved in the upgrading program have valid
reasons for wanting the construction phase to proceed as designed and
‘on schedule. Some of the parties also want the construction
completed within budget. For obvious reasons, the residents want to
see the infrastructure in place and put into service. The consult-
ants and contractors want to get the job done in order to move on to
the next job to maintain their own schedules and profitability.
JHP/PIU also want to complete constructions on schedule in order to
have a workable model and a track record to position itself to manage
future upgrading projects. Howéver, JHP/PIU's desire to get on with
the job is tempered by the fact that the proposed implementation
schedule entails a significant wupsurge in the rate of budget

expenditures at a time when the MOH, as well as other GOE agencies,

are operating under strict budgetary constraints. On the other
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hand, AID because of 1its own internal policies regarding budgeting
and accountability, finds itself with its own compelling reasons for
wanting to see that the construction is correctly éxecdted on
schedule, within budget and as designed. There are several
constraints and issues which face the JHP/PIU and AID with respect to
implementing the infragtructure networks as designed assuming that
the construction phase moves smoothly and the systems fuhction once
installed. These issues and constraints are discussed below and
recommendations for their resolution in this project are made as well
as recommendations for avoiding their repetition in future projects

where relevant.

3.4.1. Level of Honitoring

Regarding the progress in the engineering aspects of the
upgrading component, the project has completed mcst of the
planning and design tasks and now is at the point of moving into
the most demanding phase of implementation - namely that of
'Eénstruction. This phase, under the best of circumstances, will
have majgr impacts on thé living environment in the upgrading
sites and, inevitably, will disrupt the living pattern of the
residents. Therefore successiul execution of the construction
phase will require close and continual monitoring by both JHP/PIU
and AID in order to contain and solve the many unfecreseen

problems which are bound to arise.
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The level of monitoring required by AID in order to meet its own
cuiigations as well as those to the Deneficiaries; cannot be met
at the present level of staffing. It will require an additional

full-time AID project engineer (working out of the Helwan office)

to collaborate with the JHP/PIU field engineer in monitoring work

~

" activities when construction at all eight sites (thé seven

communities plus the off-site works) are underway.

On the JHP/PIU side, there are not enough engineering positions
in the present organizétion to provide the staff resources needed
to monitor the infragtructure construction phase. Assuming that
the present staff will continue to provide the same level of
attention to HILP commﬁnity faéi]ities construction and
commrunity ;rganization activities, a totally new cadre of
engineers will be needed to monitor infrastructute construction.
Ideally there should be one engineer working full-time at each of
the eight sites. However, because of the difficulty government
agencies have in recruiting and retaining engineers with
éﬁnstruction experience and because two of the communities
involved (E1 Bagour and Izbet, Zein) are relatively small, it may
be that an additional cadre of three field engineers would be a

realistic number and could provide the level of monitoring needed

to keep the construction moving smoothly and on schedule.

P——

-, ———
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3.4.2. Operation of Sewerage Networks

To ensure ;he proper operation of the sewer networks, two major
issues need to be resolved. The first is the need to provide
adequate disposal of sewage and the second is the need in install
and operate a permanent solid collection and disposal system in

each upgrading site. (Discussed separately below - see 3.4.3.)

What might have appeared to have been a minor omission from the
set of «riteria applied in site selection has resulted in a
significant increas? in infrastructure costs and could possibly
delay the start of the construction phase of the project. The
fact that the need to have a funct{oning off~-site facility for
final .disposal of sewerage from egch upgrading site was not
included among the site selection criteria has required the
project to build temporary sewerage treatment and disposal
facilities. The cost of these temporary installations is
estimated in the 1984 Implementation Plan at U.S. $8.25 million.
This represents approximately 30% of the total infrastructure
costs for all upgrading sites. At this point in the project
implementation process, there appears to be no alternative but to
go ahead with the 1installation of the sewerage networks as
designed. However, before starting construction, JHP/PIU ({and
AID) should obtain written approvals from the proper authorities

for the 1Izbet Zein discharge and for the ff-site sewage
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collector dischnarge to Tebeen pumping station. Approvals have
been obtained from the Ministry of .Health and the Ministry of
Irrigation for the discharge of treated sewage from the Izbet
Sidgi package treatment plant to the Reshah Drain. Furthermore,
JHP/PIU (and AID) should obtain assurance from GOSSD énd CWO that
the-additiona1 pumping capacity needed to handle the discharge
from the off-site collector will be in place and operating before
the off-site collector or any of the five related sewer networks

are completed,
3.4.3. Solid Haste

In this and other projects, AID hes insisted on 1linking the
installation of water supply to the simultaneous installation of
sewerage systems. The value of this linkage was demonstrated in
the fact that the Arab Ghoneim water network extension will not
be placed into service until the sewer network is installed and
put into operation. The need for a similar linkage between
sewerage and solid wastes collection 1is demonstrated by the
frequent bhlockage of sewers due to the residents' practices of
disposing of solid wastes in the sewerage system. With regard to
the solid wastes collection system for each site, JHP/PIU should
conduct its own ex-post-facto evaluation of the co]1ection trials
in Arab Rashed and Arab Ghoneim to determine which of the two

systems or a modification of either system would provide a viable
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and permanent operation. In addition, in future AID funded
projects, AID should insist on linking solid waste collection to

the installation of sewerage and water supply systems.

.4. Road Networks Design and Demolition

If the road network is constructed as designed, it will require
the demolition of some houses. Resolving the issue of demolition
of houses 'and the relocation of occupants is 1likely to cause
delays in the implementation of the project. In order to avoid
further delays, JHP/PIU should seriously consider not building
roads which would require demolition of homes and retain the
existing rights-of-way as footpaths. Although, in theory, this
approach would 1limit access to fire trucks, in reality the
residents have no telephones to call the fire station even if it
were located close enough to respond in a timely manner.
Therefore, the provision of access to fire trucks has no

practical value for the near term. Access may be provided in the

long-term when the equipment necessary for timely notification

3.4.

and response is finally in place.

5. Sewerage Network Installation and Demolition of Cesspits

The installation of the sewerage network as designed will require

the demolition of cesspits. Several temporary solutions for

handling the sewage have been proposed. These alternatives
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include re]ocation of affected families, the dinstallation of
temporary cesspits within the house, the collection and piping of
sewage from affected homes %o an unaffected cesspit or to a sump
serviced by a pumper truck, or the use of chemical toilets.
Ideally, the sewef netﬁork could be installed beginning from the
downstream end thus allowing the installation of an operating
house connection and thereby eliminating the need for the
temporary storage and disposal of sewage. In cases where none of
these solutions is acceptable, JHP/PIU should consider Tleaving
the cesspits in place and not install the sewer in the affected
streets. The same reébmmendatién would also apply where streets
are too narrow to allow the installation of traditional house
connections. The remaining ce§spits could be serviced by pumper
trucks for the present. For the long-term solution JHP/PIU might
consider the installation of small-bore sewers to collect and
transport the liquid effluent from improved cesspits (or septic

tanks) to the collector.

6. Innovations in Desians

The introduction of new equipment, materials or techniques into
the design of infrastructure components, especially for disposal
of sewage, has met with opposition from the specialized GOE
agencies concerned. The reluctance of these GOE agencies to

approve these variations from Etandard designs practices has

caused considerable delay in the implementation of the project.
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To avoid delays ‘in tﬁe future, it is recommended that new,
innovative designs be developed and tested either in parallel
with the main flow elements of the project to avoid delaying
implementation of the project (eg. in the manner that the solid
waste collection trials were run) or as a separate pilot

demonstration activity.
They could also be developed and tested as part of the activities
to be implemented in the “unsewered areas" component of the Cairo

Wastewater Project.

3.4.7. AID Review and Approval Processes

AID regulations require its review and approval of construction
projects at each significant step of implementation. (See
“covenants", Project Paper, page 44, pp. B.l.d.) This procedure
has caused delays in prqject implementation.

*”In planning future wupgrading projects, the implementation
schedule should provide sufficient tiﬁe for the review and
approval process to procéed without impacting on the total
project schedule. The review and approval process should also be
formalized by appointing specific working groups of competent

senior engineers for each infrastructure category (i.e. water,
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sewer, and roads). Members of these working groups should
coordinate tfheir review work apnd submit their approval
recommendaticn simultaneously to the JHP/PIU and AID within a

predetermined time frame.

3. 4.8. Acquisition of Land for Riahts-of-Way

and Community Facilities

i
In tﬁé site selection process JHP/PIU staff have identified sites
on vacaqt land for the future construction of community
facilities. In some cases these lands have been built upon or,
occupied in some manner makin§ them unavailable for the intended
purpose. JHP/PIU is well 'aware of the need to identify and
reserve land and is taking esteps to resolve this problem. Land
and rights-of-way are also reeded for infrastructure networks and
related 1aci1ifies. JHP/PIU is now having trouble obtaining the
necessary land and rights-of-way for its physical structures and
networks. In the future, it is recommended that the
jdentification, reservation and acquisition of land for project
structures and networks be integrated into the site selection

process.

There may be no easy solution to the issue of acquisition of land
and rights-of-way. JHP/PIU will have to continue to address this

issue as best it can. However, JHP/PIU may be forced to explore
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alternative sites and routing of networks as a possible way of
resolving this issue in the event that the land and rights-of-way
required by the approved plans reflect the optimal routing
pnssible under existing circumstances, any alternate routing
would be certain to entail additional costs. Therefore JHP/PIU
should make all reascnable efforts to obtain land and rights-of-
way for the present design before investing both time and money
in investigating alternatives. The major constraint affecting
the installation of facilities appears to be the identification

and reservation of land at each site.

9. Construction Time

There is a final concern that the installation of infrastructure
will require more time than the 18 month period that the JHP/PIU
and engineering consultants are projecting. Even the 18-month
period will be extended by the phasing of construction. Any

major additional delays may require the extension of the PACD

beyond 12/31/86.
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Iv.
)ROJECT MANAGEMENT

4.1, Backarouncd

One key to the successful implementation of the upgrading program at
the Helwan sites is effective project management. While the
importance of good management was recognized when the project was
first defined, the amount of time needed to establish a new
management unit, and perhaps the ability of the GOE to identify,
recruit and assemble a good management team was unquestionably
underestimated. While. fhis is not an uncommon phenomenon in the
context of a developing country, the absence of a full complement of
effective and experienced projéct mahagers has had a negative effect

on the timeliness of project implementation.

It was initially assumed that 1ittle time would be needed to but the
management team in place, and that there would be few, if any,
difficulties associated with the establishment of a new unit, thé
Joint Housing project (JHP), in the Ministry of Housing. Little
attention appears to have been given to the problems that arise when
establishing a new agency. Even less attention was given to the
consequence of assigning this new government agency primary

responsibility fér the management of a US $160 million project.
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The definition of thé role and administrative structure of tﬁe Joint
Housing Project, the MOH agency responsible for overall project
management, woc emerged during the éour and onc-half years of
project implementation. The responsibilities and authority of JHP
staff have developed in the context of working with the other
agencies and institutions involved 1in executing the upgrading

activities in Helwan.

This chapter discusses the structure of project management. It
begins with a consideration of the role of the JHP, the government
agency responsible for managing the project, and the Project
Implementation Unit (PIU), the division .of JHP charged- with
executing the' project. The activities of the other agencies and
institutions that have influenced the structure of project
management (USAID and CHF) are summarized, and the role of each is
analyzed. While the Credit Foncier Egyptien plays the central role
in the implementation of the Home Improvement Loan Program, a
critical component of the upgrading project, its operations are

conisidered in another section of this report.

Project Management

The present structure of overall project management appears as
Figure 1. This structure is an arrangement that allows current

momentum to be maintained in regard to:
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~ Upgrading informal settlements;

- Establishing and operating community development programs, e.g.
vocational training program, and

- Operating a functioning and effective credit program for home
improvement.

The present structure reflects a workable response to the problems

encountered 1in thg course of (1) implementing the upgrading

activities in Helwan and (2) simultaneously establishing an

institution charged with defining and executing the upgrading and

new community programs.

The diagram of the organizational structure does not incorporate
those cammittees which play a critiéal coordinating role in project
management. These committees were organized to achieve specific
project objectives by bringing togetner individuals from departments
and divisions within the project, as well as from other agencies and
organizations, e.g. GOSSD, Greater Cairo Water Authority, etc. who
among others have the authority to review (and approve?) the
upgrading component of the Helwan project. These committees were
formed by the JHP to discuss and resolve issues pertinent to the
project. They constitute an imbortant channel through which the
opinions of the different agencies and institutions are being

exchanged.
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ﬁince several staff members of and technical advisors to the JHP and
PIU, its implementation arm, were cice members of the agencies whose
approval JHP/PIU requires for project implementation, there are
strong personal ties between the project staff and key individuals
working in the agencies represented on the committees. Furthermore,
JHP/PIU has hired consultants on a part-time basis who presently
hold senior positions in the agencies responsible for approving

infrastructure designs and operating the networks after installation.

Below is a partial list of the standing committees that deal with

upgrading.

JHP Steering Commi....
Foreign Purchase Committee
Upgrading Coordination Committee

Home Improvement/Small Enterprise Loan Committee

Project records indicate that neither the above structure nor the
management structure defined in the Project Paper were in place at
the start of project activities. (See Figure 2.) In fact, the
management structure proposed in the Project paper was never
established. That structure assumed that the Joint Housing Projects

Division of the MOH would be responsible for making policy,
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coordinating the activities of the agencies involved in funding

{USAID and MOH) and implementing the program.

Created by Ministerial Decree No. 48, issued on February 13, 1979,
the Joint Housing Projects Agency of the MOH was given a broader
mandate than originally defined in the Project Paper. This new
organization was "to implement agreements with foreign governments
and international organizations to finance projects for low-income
families." The decree also established a Project Implementation
Unit (PIU), although this was not given an organizational format or

a specific scope of work. (See Figure 3.)

Failure to establish clear lines of authority anrd responsibility
between the JHP and the PIU, and the absence of a clear definition
of the mission of the agency produced a debate on these issues and,
over time, prompted changes in the overall organization structure.
The debate occured between the staffs of_ the JHP and PIU, and
between the JHP/PIU and the agencies working with them to implement
the project, principally USAID - the funding agency, and the
Cooperative Housing Foundation (CHF) - the technical advisor to

JHP/P1U.

One view, formulated after protracted delays in project

implementation and the continued absence of a defined management
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JHP Croanization Chart in Decree 738
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structure -- in spite of repeated attempts to establish one,
suggested that efforts should be made to begin implementation.
Lessons learned in the course of implementation would. be used to

develop a responsive and effective management structure.

Anotheir view argued that securing management and technical support
was the first priority. Without qualified and experienced project
management, the upgrading program could not be implemented at the
scale and rate proposed in the Project Paper. This view proposed
that implementation should be delayed until project management

issues were satisfactorily resolved.

Neither}position was as rigidly expressed as the statements above
suggest. Botk recognized the important connection between effective
implementation and good management. The difference between the two
positions turned on the issue of where the initial emphasis should
be placed. To a considerab]e. extent the debate was never

definitively resolved.

At project start-up in 1979 the JHP/PIU -- although inadequately
equipped and staffed -- tried to plan, implement and monitor avery
aspect of the upgrading project. With few staff and an unciear
definition of the sccpe of work of individual departments and the

relationship between the JHP and the PIU, the agency executed urban
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plans and engineering designs, prepared tenders and wrote contracts,

and supsrvised construction,

The burden of tiiis work load on the small stéff of the JHP/PIU,
coupled with courdination requirements between JHP/PIU and the other
institutions and agencies involved in the project, produced lengthy
delays in project implementation. Almost two and one-half years
passed between the formal ‘establishment of the JHP/PIU and
completion of the first upgrading activity. This was in part due to
JHP/PIU's  failure to define an administrative structure that

correspended with its management resources.

CHF reports from project start-up through June of 1382 indicate that

JHP/PIU was not discussing the issue of overall project management

but:involved in designing and implementing specific intervent%ons at
certain sites in Helwan, specifically Arab Ghoneim and Arab Rashed.
(In fairness to JHP/PIU, it should be noted that emphasis on
implementation rather than the development of an effective project
managenent structure may have been imposed from without rather than

decided within the agency.)

The current ﬁanagement structure (Figure 1) places the least strain
on the management capacity of the JHP/PIU staff while enhancing

availabie skills and increasing the flexiblity, responsiveness and

. llata.
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technical competence of the agency. At the same time, the existing
structure relies heavily on the resources of CHF, the technical
assistance unit, and private sector design, engineering and
construction firms to achieve tangible, visible improvemehts in the

communities selected for upgrading.

By operation rather than explicit definition, the current management

structure focuses on three functions:

(1) tendering, contracting and supervising upgrading tasks -- a role

familiar to most public works agencies;

(2) working with government departments responsible for approvals,
the GOE agencies charged with operating infrastructure systems
after installation, and the A/E firms and construction companies
contracted to design and supervise construction of the physical
components of the upgrading projects to discuss and resolve

problems of planning and design, and

(3) acting in concert with the communities to prepare each to accept
and utilize properly not only the public faciiities and physical
infrastructure called for in the project, but all the programs

available, e.g., vocational training.
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‘In the current context of project management, the JHP/PIU -~ the
only agency with authority to manage the upgrading project -~ is
emphasizing (1) management training, (2) the development of good
working relationships with all the agencies and institutions
involved in the project through the definition and promulgation of
improved procedures for designing, tendering and contracting, and
(3) the establiskment and/or institutional enhancement of "Community

s y 2
Associations for Development.' 3

4,2,1. The Roles of the JHP and the PIU

The Joint Housing Projects Department and its Project
Implementation Unit have frequeptly been menﬁioned together
throughout the above discussion of the project management
structure., This would suggest that both are responsible for all
project activities. Technically the role of JHP and PIU are
distinct. However, since the 1lines of authority and
responsibility frequently overlap in certain areas, the two are

discussed jointly as JHP/PIU,

34/ See Zaki memoranda of iftarch 1, 1984 - "A Budget for Training JHP

" staff for the Coming two Fiscal Years," and April 8, 1984 - "Planning
for the Implementztion of the Results of the Workshop of May 7,
1984", and El-Messiri's undated memorandum of 1984 - "Implementation
Plan for Community Organization in Upgrading Areas."
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Constitutionally the JHP is responsible for policy formulation
and pregramming international assi;tance with GOE counterpart
funds in urban upgrading activities. The JHP is also the
cocrdinating and administrative unit that deals with donors and
the GOE on the selection and financing of upgrading sites and,
through its implementation unit (PIU), with public and private
sector agencies, institutions and companies technically capable
and contractually obligated to define, execute, monitor and
evaluate the upgrading program. The JHP has a policy-making and

an administrative, i.e., support, role.

The Project Implementation Unit is in principle a technical,
staff unit responsible for managing the overall execution of the
upgrading program. The PIU has a line function and contains
technicians and experts who are familiar with the technical, as

distinct from the administrative, substance of the program.

While this distinction 1is clear by definition, there 1is
considerable overlap in practice. Many of the functions that
should properly fall exclusively to one division are in fact
found in the other or, more commonly, an aspect of the same
function can be found in both the JHP and the PIU, This results
~in part from the fact that the institution is still in the

process of defining its final organizational structure. In
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addition, it has only had two upgrading programs to manage.
35/ In other words, while the agency was .reated to direct
what was assumed to be a comprehensive and national program in
upgrading, its experience has been limited to the two projects
for which it is responsible. This reality has the effect of
maki;g the institution responsive to thé specific objectives its

projects, and in some respects, of making the institution and

the projects indistinguishable.

4,2,2, Staff Recruitment, Training and Retention

The present management -structure of JHP/PIU emphasizes :the
contracting, monitoring and evaluation functions of upgrading.
This scems to reflect a good biend of JHP/PIU resources and the
demands of the Hewlan project. In order to accomplish these
objectives, considerable effort is being given to training staff

in these disciplines.

‘The JHP/PIU has reduced the degree of staff involvement in the
activities of the program -- (for example, staff are no longer

involved in executing engineering designs). Still, the agency

35/ JHP/PIU has been working with the lorld Bank on their first Urban
Development Project.
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remains subject to all the problems common to government
agencies throughout the developing world. Low government
salaries, and the differential between salaries in the public
and private sectors, make it difficult forr the JHP/PIU to

recruit, and retain staff.

At present, many key JHP/PIU staff positions are filled by
consultants who are paid mcre than government staff. These
staff are generally retired, former government cmployees who
have the required experience and technical competence but no

signature authority.

Many top management positions in the JHP/PIU are filled by
advisors; many middle management posts are vacant. This is a
phenomenon common to most public and even private sector firms
in Egypt. The allure of better salaries elsewhere in the Middle
East prompts many of the best Egyptian managers to leave the
country. The ebsence of mid-level management staff has had a
critical effect on the rate of project implementation in
Helwan. In an attempt to reso]ve this.prob1em, CHF, with the
concurrence of USAID and the Government of Egypt, has recruited
and pays -- at a higher wage level than GOE employees --

mid-level and upper level management staff for the project.
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It is apparently not difficult to recruit entry-level staff, but
almost all are recent graduates without relevant job
€xperiaonce, As soon as a modest amount of experience is
accuired, many go to other countries in the Gulf or take
positions witn other agencies and companies in Egypt. (Those
interviewved suggested that men are more likely to go overseas
than vomen. While women exhibit a high degree of loyalty to the

program, their available time is limited by family obligations.)
Retentijon is a major problem. It is common to all agencies --
not just JHP/PIU, and is unlikely to be resolved in the near

future, even with additional emphasis on staff training.

3. Proposed Peoraanization of ‘the JHP/PIU

In the last six months (1984), JHP/PIU has made a major effort
to be reorganized as a "general organization." Reorganization,
it 1is suagested, will resolve several existing management
5rcb1ems. As a general organization, the JHP/PIU would have an
incependen® Board of Directors, consisting of the representative
of the agencies involved in upgrading. The Board would set
policy and the broad programmatic guidelines. Personnel of the
new general  organization could receive salaries higher than

thiose paid to government employees. In addition, they would be

| S




112

eligible for production incentives, bonuses and allowances.
With a higher 1level of compensation and incentives, better
qualified staff could be recruited; those recruited would be

more likely to remain with the agency.

In addition, as a general organization the JHP/PIU would have a
special budget and be empowered to retain the revenues it
receives from upgrading activities. With secure financial
resources the JHP/PIU could fund additional projects and would
need to rely less on support from the general budget or foreign
donors and lenders. If established as an independent entity,
distinct from the Ministry of Housing, with authority and
responsibility similar to that of other public works agencies,
e.g. water, sewer, electricity, the JHP/PIU could expand and

develop as new projects and opportunities appear.

JHP/PIU's establishment as a general organization is seen as (1)
a recognition of the important role that upgrading should and
will play 1in urban development in Egypt, and as (2) the
structural format needed to implement the proposed upgrading the

activities and to launch other programs in the future,

It should be noted that the structure of management assumed to

be the best form for achieving the objectives of the project by
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the Project Paper and the management advisors of CHF mirrors the
familiar model found 1in developed societies and regularly
proposed by USAID for its projects. The essential components of

this model include:

- a monocratic hierarchical authority
- complex and fixed departmentalization, and
- the maintenance of administrative impersonality through

specialized training, professionalism and tenure.

The model is well-suited to perform routine, established
.functions. However, it is unclear whether it works well in the
context of change or to affect change. In short, while the
authors of the Project Paper sought to create change in housing
policy and practice in Egypt, the institution proposed to
facilitate these 1innovations wés structurally traditional,

inflexible and bureaucratic.

‘The evolution of the JHP to its present configuration should not
be regarded as contradictony'to achieving the objectives of the
project. In many respects, JHP/PIU's current policy-making and
coordinating role seems to offer the promise of effective and
timely implementation. After all the trial and error, the

JHP/PIU seems well positioned to begin to launch the upgrading
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activities. The JHP/PIU should continue to develop good
relationships with existing organizations that have common goals
and can form the constituency Aeeded to make ,upgrading a
respected component of the housing policy of the Government of
Egypt. The JHP/PIU structure should be kept lean in order to
avoid (1) the all-too-common difficulties of recruiting,
training and retaining staff, and (2) possible conflicts with
agencies threatened by its growth and development. In addition
retaininc and strengthening the structure in place would allow
the agency to be responsive to policy shifts and program changes
related to its central objective -; upgrading informal urban

settlements.

Still, within the current management structure, the functions of
JHP and PIU need to be more clearly differentiated. In
addition, JHP/PIU needs authority (1) to retain the revenues
received from upgrading, since these resources give some promise
that upgrading will te an on-going, i.e., replicable, activity,
‘and (2) to coordinate the agencies of local government that

carry out upgrading programs.

It is suggested that overall policy formulation and the
interagency 1liasion function should rest with JHP., The PIU

should have authority to direct and supervise activities at the
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program level, as is currently the case. The PIU should
continue to coordinate the work of .technical professionals in
response to diverse and changing conditions at £he project
sites. The PIU will need a core of technicians and managers to
monitor and evaluate specific programmatic interventions. The
JHP will require gereral managers for policy formulation and
overall program direction, and administrative staff to support

the field operations of PIU.

The efficacy of project management is directly attributable to
the extert to which the JHP/PIU can maintain a very lean,
flexible structure dedicated to contracting and coordinating
uﬁgrading activities. This structure needs to be staffed by
veny key, senior managers who can handle all areas of contract
management and construction monitoring and the technical areas
of water, sewer and roads. The appropriate constitutional basis
for such an agency remains to be chosen. This choice is beyond
the scope of the present evaluation. Yet, whatever the ultimate
choice of the appropriate constitutional base, it should be
guided by the objective of maintaining a lean and flexible

organizational structure.

4.2.4. The Cooperative Housing Foundation (CHF)

The Cooperative Housing Foundation (CHF), contracted to provide

technical assistance to the JdaP/PIU, has nlayed a seminal role
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to develop and launch training programs for JHP/PIU staff, and
93) to p=* in place those measures that can institvtionaiize the

urban upgrading process. Until recently, however, resources

- —

were not available for the development of management training
programs and institutionalization activities, although there has
been a steady increase in the technical assistance component of

the project budget.

In the four and one-half years since project launch CHF has had
a difficult time trying to define it proper role and to have its
position accepted by JHP/PIU and USAID. In numerous memoranda
and several contract amendments CHF has tried to formulate its
position. This effort to specify tasks for which it will be
accountable and to acquire the staff necessary to accomplish
them undoubtedly stems from the criticism CHF has received from
both JHP/PIU and USAID, either for working in areas outside its

scope of services or for failing to meet contractual obligations.

'Currently, CHF has taken a very Tliteral approach to technical
assistance under the project. Specifically it consists of the
eight tasks defined in the proposed Contract Amendment Six
(September, 1984)., Listed below these tasks continue to reflect
the split in empnasis between those activities that are PIU
staff functions and those that contribute' directly to

institutionalizing the upgrading process.
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CHF Techinical Assistance Tasks:

1. Organization of Community Improvement Associations and
Housing Cocperatives,

2. Organization of Home Improverent Programs

3. Organization of Housing Consumer Banking Services

4, Project Evaluation and Mew Project Development

5. .Design and Evaluation of Building lMethods and Products for
low-cost housing

6. Community Upgrading Ccordination

7. Institutional Develépment andvTraining

8. Financial-Management and Accounting

While CHF's position is understandable and the direct result of
its past experience with past USAID officers the scope,
complexity end novelty of the Helwan Upgrading Project would
suggest that CHF be encouraged to provicde very broad assistance
in a rather flexible manner. Specifically, CHF should provide

assistance in those areas where JHP/PIU is weakest.,
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CHF should also be asked to develop a very limited and specific

range of skills that are absent in the local environment and
essential for executing the upgrading activities on time and
within budget. For example, program managers need to learn how
to use implementation plans as management tools. The tasks
mentioned above may indeed respond to this criteria. It seems
clear from discussions with the CHF team leader and the USAID

project officer that there is general agreement on this approach.

In addition, CHF should continue to frame its technical
assistance, and especially the work of short-term consu]tants,
in a creative and innovative fashion to respond to local
conditions. In this regard, current attempts to recruit and
train a total compiement of JHP/PIU staff to carry out all
administrative and technical upgrading tasks as one CHF

consultant recommended, appears questionable.

The experience of other public and private agencies in Egypt
suggests that the rate of staff turnover fa. outstrips the rate
of replacement, and that no amount of training will produce the
governmen® personnel needed to staff a large number of posts in
the JHP/PIU., Since maﬁy staff members of JHP/PIU are consultants
to the project and the agency, rather than government employees,

JHP/PIU has not been afflicted with a high rate of staff
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turnover. Still, at least one key staff member has left the
agency to accept a more attractive opportunity. Also, if the
current compensation procedure was not in effect and key
positions were staffed by government employees rather than
“"consultants", there is some 1{kelihood that others would depart
for more lucrative positions in the private sector or in the
Gulf states. It would seem more appropriate to develop a very
smé]], well-trained core staff of individuals who can contract
services and tasks and coordinate the activities of the other
agencies and institutions (both public and private) involved in

executing upgrading activities.

This approach may be different from what the JHP/PIU has in
mind, j.e., its establishment as a general organization with a
large staff. Still, in the long run, this approach may generate
acceptance of upgrading as an essential component of urban
development 1in Egypt. In cooperation with JHP, CHF should
review 1its technical assistance activities and select and
“implement those that offer the promise of establishing a unique
role for the JHP and making upgrading an accepted policy of the

Government of Egypt.

Present CHF staff 1s in a good position to conduct these

discussions. The staff seem to be highly regarded by their
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Egyptian counterparts and dedicated to making the upgrading
project a success. The responsive Fanagement style. of the team
leader is well respected, as is his and the team's commitment to
making certain that the program responds‘to 5oca1 conditions and

expectations and is directed by a well-trained Egyptian staff.

4,2.5. United States Agency for Internaticnal Development

The covenants and conditions precedent to disbursement of
project funds set forth in bofh the Project Paper and the Grant
Agreement between USAID and the MOH give USAID very broad review
and approval powers, and the right to veto the use of any AID
funds for exenditures deemed technica]]y.inadequate to meet the
objectives of the project. The right to approve disbursements

gives AID an important monitoring role in the project.

As noted in the Nathan Report, USAID interpreted its monitoring
responsibility very broadly in the early years of the project
and took a very active role in project management and
imp]emenfation. Motivated by a desire to see project resources
produce tangible results raﬁid]y at the Helwan sites, former AID
project officers exercised a degree of oversight that produced
some friction between AID and those answerable to AID and

responsible for management and implementation.
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This situation. was éventua]]y resolved through discussiens
between AID and JHP/PIU and CHF, changes in the AID project
staff, and substantive developments in the JHP/PIU in the form
of personnel changes and the development of an emphasis on
imp]émenting the upgrading component of the project. Cver the
last two years a more harmonious working style has developed
between AID, JHP/PIU and CHF, and there is general agreement

that management authority rests with JHP/PIU alone.

The current USAID project officer has endorsed some innovative
megsures that have had a beneficial impact on the development of
management expertise within JHP/PIU and the rate at which
implementation proceeds. For example, AID approved and funded a
management proposal submitted by JHP/PIU that has produced a
short-term, effective solution to the problem of finding staff
for JHP/PIU. (CHF was authorized to hire and assign Egyptian
staff with the necessary technical competence in upgrading as
“"consultants” to the JHP/PIU.) This innovative measure has

given credibility to the JHP/PIU and created good will for USAID,

Although still charged with monitoring project expenditures and
holding extensive rights of review and approval, AID is

currently seen as a force committed to maintaining the momentum
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in the project and to working with the JHP/PIU and CHF to find

creative solutions to problems as they occurs.

The present project officer is trying to present AID as a
positive and svpportive force in the project, committed to
working with--not directing--the JHP -and its consultant. While
AID policies and procedures remain at times an enigma to JHP/PIU
and CHF, both are pleased by the interest and supportive
attitude of AID. There appears to be an increasing willingness
tc involve AID in discussions regarding the project. The agency
is seen as a partner in the program and one who can offer some

creative solutions.

4,3 Summary and Lessons Learned

1. It takes time and considerable patience to introduce new ideas
and to have them accepted. Innovation and change are not compatible
with fixed, defined management structures. Innovations are most
edéi]y introduced when structures are allowed to be responsive

rather than rigid.

The evolution of the management style and structure of the Helwan
Upgrading Projeét substantiates this principle. The current

management configuration evolved in order to introduce the idea of
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upgrading informal settlements as an important and established
policy of urban development in Egypt. Changes in management
structure snd staff functions. were dictated by the' JHP/PIU's
realization that (1; the agency could not carry cut all aspects

of the upgrading program and that (2) i was necessary to
establish cooperative relationships with the agencies and
institutions capable cf executing the upgrading activities.
Although initially committed to carrying cut the entire pugram,
the JHP/PIU came to realize that its role had to be modified and
focused if the program was to be launched and the philosophy of

upgrading accepted.

Current project management has a recognizabie organizational
identity, a good understanding of its resources, and'operates as
a coordinating, coﬁtracfing and monitoring agency for upgrading
activities. Operations are defined by these functions and
effectiveness is asessed by the extent to which JHP/PIU can
establish and maintain good relaticnships with the other
agencies needed to implement the components of the program. The
enthusiasm for upgrading is an important component of urban
development, exhibited by a nuﬁber of the agencies wouiking with
the JHP/bIU, is one indication that this management style and

structure has been effective,
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Upgrading by definition will always require innovative and
flexible approaches to conditions found at the settlements
selected for improvement. A management structure that is lean
and emphasizes inter-agency cooperation and flexibility--some-
thing uncommon 1in large bureaucracies--will be required to
ensure project success. For maximum effectiveness, the
management structure and program should be complementary, not
redundant, to those of other agencies involved in carrying out

upgrading activities.

It is JHP/PIU's obligation to define the meaning of upgrading,
and an overall implementation strategy. At present, there is
general agreement among all agencies and institutions involved
in the project that upgrading low-income settlement is an

appropriate component of urban develoment in Egypt.

JHP/PIU 1is beginning to address key management issues related to
the stated objectives of the project. Until recently, JHP/PIU
‘was totally involved in day-to-day operational issues and
establishing an effective Imanagement structure. JHP/PIU has
only recently given consideration to the manner in which
organizational structure and patterns of implementation can be
framed to ensure that project objectives are achieved. In the

course of examining the degree to which organizational structure
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affects project accomplishment JHP/Fiu nas undergone several
racreanizations; all were designed_ to make the agency more
responsive to the needs of the project and to thé cause of
promoting the importance of urban upgrading. JHP/PIU did not
have an opportunity to distance itself on the degree to which

the stated objectives are appropriate and realizable.

2. HWhen programming technical assistance for innovative
projects, a broad and flexible definition should be utilized.
Thrqugh the exPer'ienFe 'of.CHF, it was realized that technical
assistance' should be designed (1) to respond tu the evolving
needs of the client and (2) to encourage the client to fest
approaches that will have positive effects on the implementation

and acceptance of the program,

As CHF has discovered, providing technical assistance to an
evolving structure a*.d a new progrem is very difficult. It is
difficult even with an _stablished agency. In this project CHF
/ﬁas been forced to respond both to program and institutional
needs. On the one hand, it I_1as pertormed a large amount of the

staff work of PIU. On the other, it has worked to develop the

management capacity of the JHP.

The amount of technical assistance required to acomplish both

sets of activities was undcrestimated at the start of the
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project, although there was some understanding of the magnitude
of the tasks. Still, the exent of the need for technical

assisdance only became apparent over time.,

3. Although eager to see that funds are properly utilized and
that tangible results are produced with investments, AID should
remenber that Tasting impact Qi]] be achieved only if the
program and approach are accepted and institutionalized by the
GOE. This realization should prompt AID to be cooperative,
responsive and creative in the way it mecnitors the program,
‘albeit within the guidelines of AID policies and procédures.
Tne current AID project monitoring staff 1is aware of the
difficulties that AID's actions created in the past. AID seems
to be willing to engage in a §enuine "dialogue" with the JHP/PIU
and to consider supporting all measures that can have a

beneficial effect on the program and the prospects for
repliceting these activities in other informal settlement areas
of Egypt. This approach promfses to be one that can achieve the

objectives of 211 who are involved in the project.

In funding the Helwan Project AID wanted to improve the living
conditions of the residents of the settlement area, and to
encourage the Government of Eqypt to consider a new approach in

its urban development program. The novelty of the approach and
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the government's long-standing commitment to new construction,
rather than upgrading, should have,k led AID to conciude that
considerable patience and time would be required tc éhgnge some
urban develorment practices and to achieve the objectives of the
project. However, in its haste to reach beneficiaries, AID tock
a very active role in the project. This action may have had

negative rather than positive consequences.
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v.
PROJECT IMPLEMENTATION

This chapter describes the project implementation procedures for three of
the four principal components of the upgrading program at the Helwan
sites: infrastructure installation, construction of community facilities,
and the operation of the community dev lopment process. (The Home
Improvement Loan Program, the fourth component, is discussed in Chapter

11.)

This chapter also compares the progress achieved in upgrading to the
original and revised imp]ementafion schedules, and compares the
expenditures--to date and projected--with original and revised budgets.
The impact of delays in implementation on the upgrading budget is

assessed, and the lessons learned are summarized.

5.1. Implementation Procedures for Upgrading

Table V.1 1ists the activities, agencies and time needed to develop,
review and approve the infrastructure and commﬁnity %aci]ities
segments of the upgrading program at the Helwan sites. Table V.2
presents a time-line for each activity and indicates those
activities that overlap and those that occur sequentially. The
table suggests that 49 months are required to complete all stages of

the upgrading process.
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TABLE V. 1
HELWAN UPGRADING PROJECT
PROJECT IHDLENfNTATTCﬂ PROCERXURE BY ACTIVITY,AGENCY(IES) INVOLVED
-AND TTHE (TH MONTHS) RECUIRED- TO CCHPLETE THE ACTIVITY

AID  MOH JHP/ CHF  ASE  COM. GOE  GENRL. TIME

(Agency) PIU CON_ ORGS. AGCS. CONTRS. MOS.
(Activity])
A. Funding X X
B. DPata Inven. .
Reports (soc/ec) X * X X 3
review/appr. 0 ) X * X 2

C. Urban Plan topography/

cadastral surveys X 2
review/appr. 0 X * 2
land use/infra. 2 (1) X X x(2)
& commun. fac.
review/appr. 0 X * X x(2) 2
* D. Prel. 'desigh {infra) - ‘ * * X 3.
review/appr. X X * X 2
E. Econ and/cost rec. . X (3) 2
review/appr. X X * "
F. Draft tender docs X 4
review/appr. X X * X 2
G. Final tender docs. X 1
review/appr. X X * 1
H. Tendering/contracting x(4) X * * : X 5
I. Implementation
construction/infrastructure X 18
construction/super. X * X (6) 0(7)
J. Cormm, facilities X (6) X
supervision X * X 14
K. Cost recovery (5) (6) X
supervision X * 30yr
Key
x = Formal involvement and approval required.
*

Advisory role.

Courtesy copies of these documents are sent to the institutions/agencies
indicated but their formal approval is not required.

Cost recovery is to bagin after construction is complete,

nw i n
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Notes to Table V.1

1.

The Ministry of Housing and Land Reclamation (MOH) was involved in the
first case. The MOH set up a special committee to ‘set quidelines for
upgrading activities. Once guidelines were set, the Joint Housing
Projects Department was empowered to discuss and resolve matters
pertaining to land use plans and upgrading in general, the MOH withdrew
and the committee was disbanded.

The community facilities are designed and constructed in a fashion
different from the infrastructure. The designs are executed by the JHP or

by a general contractor, hired by the local community and paid with funds
received as a direct grant from the JHP. the ministry responsible for the

operation of the facility after completion eviews the designs. General
contractors do the constrzct1on of thg community facilities. ]

It is anticipated that the GOE agencies responsible for collecting fees
for infrastructure operations will at scme point get involved in the

Qiscussions concerning cost recovery of the capital costs of the
infrastructure.

When USAID funds are not involved in the project component, the agency
does not review the tender documents and contracts.

The project calls for the collection of fees for land and infrastructure

improvements. The institution responsible for collecting these fees has
not been determined. Both the Cairo Governorate and the JHP have laid

claim to this function. The Credit Foncier Egyptien (CFE) collects
payments on the home improvements loans (HILP).

Community cooperation/liasion is needed for all implementation
activities. (See discussion of Community Development Process).

In addition to working with the agencies responsible for accepting and
operating the infrastructure once it has been installed, the construction

firms frequently have to the deal with the Department of Antiquities at
certain sites.
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The procedures for upgrading, presented in Table V.1 and derived
from project experience, indicate that numerous agencies are
involved in upgrading and that, on average, an estimated 31 months
passes between the injtiation of the first step and the start of
construction. Infrastructure requires 18 additional months;

community facilities can be completed in less time (14 months).

The steps in this procedure evolved 1in the course of project
implementation. The table listing the steps in project

implementation was produced by the Evaluation Team.

Since JWP/PIU has only recently begun to define its management role
as .one of coordination and monitoring, rather than design and
implementation, the agency 1is 1in the process of producing an
instrurent that can be used (1) to compare progress to plan and

(2) to define the steps involved in the implementation process.

Awart of past management deficiencies, JHP/PIU has devised measures
to facilitate the implementation of the project. Coordination among
the agencies involved in designing, reviewing .and approving plans,

tenders and contracts in infrastructure design is handled through

standing committees, chaired by a ranking member of JHP/PIU and
consisting of representatives of the GOE infrastructure agencies, as

well as other public and private ' sector institutions. These
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representatives attend for the purpose of reviewing designs and

facilitating the approvai process.

The steps involved in developing and approving the infrastr -ture
designs have proven to be the most time-consuming. These have also
required the greatest degree of involvement by the funding agency
(USAID), project management staff, community organizations, the A&E
firms and the government agencies responsible for operating the
systems -- water, sewer, electricity, roads -- after installation.
Relations with the GOE agencies, both administrative and public
works, have been especially problematic. Insistence by these
agencies that upgrading designs incorporate existing standards and
correspond to existing land use master plans has created delays in

project implementation.
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Tabl/e RV SRS -I

HELYAN UPGRADING PROJECT

PROJECT IMPLEMENTATION SCHEDULE BY ACTIVITY

¢(BY SITE) AMD TINE (iIN MCNTHS) REQUIRED TO COMPLETE ACTIVITY

idonth: 6 12 18 24 o) e 54

Activit
Data Inven.
ReportsABRIEESST Sin r aiieet rd= = (5)

Urban Plan _
1. topography : -
cad. surveys dmrer (4)
2. land use
L0 fra7com it ac e u (4)

Prelim. design
(i nfra)) SRMERRe o oo s s e ol el (5)

Econ. Analysis/
Cost recovery -===(3)

Drnaftstendentdoc SN B BIind o o' B, o Lenine, (6)
Final tender docs. --=(2)
Tendering/

contractingn) et s SeRE S S TR = 1y | gl £ ST A, (5)

Implementation —————————— (18)
1. constr. (infra)
* 2. construc,
(community
facilities) i St IERar B TEWRIR, Tl PRERr FERETRE 1P b (14)

Notes
I, The cost récovery program is scheauled to go into effect after completion
of infrastructure installation.

2. See Table V.3 for estinates of the current stage of the Helwan Upgrading
Project, and time remaining until comp1etfon:
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In general, implementation has proceeded most rapidly when only a
few agencies are involved. While it takes an estimated two and
one-half years to complete the design and secure the approvals for
the basic infrastructure, less time and simpler procedures are
involved in designing and obtaining approval for the community
facilities. Once the land useplan has been developed and approved
under JHP/PIU's direction, and the site chosen and secured -- steps
that require at least 13 months according to the current schedule of
activities -- the designs of the facilities need only be reviewed
and approved by the institution responsible for their operation
after construction, e.g., the Ministry of Education for schools, the
Ministry of Health for c]inicé, etc., and construction can begin.
Involvement by only a few agencies has allowed the community
facilities program to proceed at a relatively rapid pace, 24-30

months. (See note 2 of Table V.1)

The community development program, or more appropriately process, is

a .critical upgrading activity, and the third upgrading components
discussed in this chapter., The time required to implement this
activity is not recorded on Table V.1. Community development
activities occur concurrently with the other three components, and

are conducted by social teams working under the direction of
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JHP/PIU, Experience has proven that acceptance of the upgrading
interventions is directly related to the efficacy of the community

development process.

Unlike the infrastructure and community facility construction
programs, the community development process is intangible. It is,
however, the mechanism by which the community (1) 1learns about
upgrading, (2) participates in determining its priorities among the
upgrading internventions, (3) specifies sites for construction of
community facilities, (4) and knows how to use and maintain the

facilities and progrars after installation.

The community development process 1is the "“software" side of
upgrading, The experience in Helwan indicates that once the
community is prepared to receive the upgrding component and educated
in its use and maintenance, the component will be used properly.
This is the lesson of the school site in Arab Ghoneim. Once the
cormunity was informed that a school was to be built in the
comﬁﬁnity and that a site would be needed, the community
participafed in cheosing the ]ocgtion and guarded the property from
settlement by squatters until construction began. After this
experience, preparing and involving the community has been regarded

as the sine qua non of successful upgrading and an activity that

must take place concurrently with the definition and installation of

the other upgrading programs.
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5.2. The Status of Project Implementation

5.2.1. Project Performance compared to Implementation Plans.

Tables V.3 and V.4 are based on the monthly project reports of
CHF available from project launch through May 1984. Table V.3 is
a summary of the upgrading activities completed by site through
1983, Table V.4 documents the upgrading activities by year
through 1983.

The work accomplished is onfy a portion (less than 20%) of what
the Project Paper estimated would be carried out within 18
months of project start-up. Even the 1981 Implementation Plan,
designed to complete the project within the time period
estimated by the Project Paper, assumed that construction would

be underway at all sites by 1983.

~ At the current rate of project activity, an estimated 29 months
will be needed to complete all the upgrading components. This
estimate assumes that all steps preceding the preparation of the
draft tencer documents have been accomp]ished'(See Table V.1),
and that, the remaining steps (draft tender documents - 6 months
final tender documents/tendering and contracting 5 months, and

project construction - 18 months) will take place as planned.
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TABLE V. 3
UPGRADING CCMPONEMTS CCMPLETED BY SITE: ACCORDING TO )
CONTRACT AMEND™ENT SIX BETWECN ARE AND CHF IMTERNATICNAL = (V-1984)

Arab Rashed

tridl sclid waste progcram - 1981/82

home improvement ioan program begun -1981

trial Small Enterprise Loan - 1982

comm, cir. completed eand in use - winter, 1682

urban plan complete

Ph I infra improvements "nearing" completion

Ph 1I construc. - tencer documents “being finalized"
school completed - 15E1/classes began - fall, 1983

Arab Ghoneim

water network completed - 1981

school complete - 1981 (?)

trial solid waste program - 1581/82

urban plan complete

water and sewer design and constr. docs. "under preparation”
“tender docs. "ready for bid on community center

youth center bldg. and playing field complete

Izbet Sidai

urban plan complete
infra. tender documernts "under preparation”

Izbet Zein
rd
home improvement loan program begun - 1981
TOR for urban plans complete
infra. tender docs. ccmplete and "ready" for bidding
tender docs. "ready" for bid on school

Ghoneim Baharia

TOR for urban plans complete
water and sewer designs and constr. docs. "under preparation”

Kafr E1 Elw

TCX for urban plens ccmplete
water and sewer cesigns and constr., docs. "under preparation”
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Table V., 4

PROJECT ACTIVITIES BY YEAR - UPGRADING

1978/79
- create JHP Executive Agency of MOH
- est. and staff PIU

appoint TA advisors

1980
- preparation for upgrading implementation

1981
- construct water network and school in Arab Ghoneim
- construct community center and a school in Arab Rashed
- HILP in Zein and Arab Rashed

1982
- develop Community Associations for Development
- trial solid waste programs - Rashed and Ghoneim
- literacy training/youth activities - Rashed/Ghoneim
- trial Small Enterprise Loan Program in Rashed

1983
- approx. 1,200 home improvement/small enterprise 1nans com.
- ph. I infra. complete in two sites (?)
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This is an optimistic estimate and yet, even if accepted as
accurate, completion of the upgrading activities is not 1likely

to occur until the first or second quarter of 1987.

Given the complexity and novelty of the upgrading project and
the limited management staff available to direct the project,
the original project implementation schedule was unrealistic.
Delays should have been anticipated at the start of the project;
their occurence, for whatever reason,. should have prompted
JHP/PIU to modify the implementation schedule to reflect
realistic estimates of the amount of time needed to carry out

each activity.

Overall improvement in the quality of project managemenf and the
lessons learned in launching and evaluating upgrading activities
will have positive effects on the rate of implementation in *4Ye
near future, Contracting and coordinating the amount of work
that remains will put great strains on JHP/PIU, an agency that
is already understeffed and overburdened. Delays will
undoubtedly occur in the re;iew and approval process, as they
have ‘in the past; construction of the infrastructure will
require more time than currently estimated. This has been the
experience of other projects in Egypt, 1ot Jjust the Helwan

program., With this in mind, JHP/PIU should prepare a plan that
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presents estimates of the time required to implement the project
based on assessments of its current management capacity and past

experience.

5.2.2. Project Expenditure Compared to Budgets

Table V.5 (Helwan Upgrading Project - Comparison of Budgets)
presents an estimate of the upgrading component .of the three
project budgets prepared in the Project Paper (July 1978) and
the revised 1981 and 1984 budget. The budget estimates were
derived by combining the direct upgrading costs and the portion
of the administrative éosts attributable to upgrading estimated
at approximately 60%. The percentage of administrative costs
attributable to upgrading was determined through discussions

- with the staff of JHP/PIU and CHF.

Upgrading costs are less than 36% of the US $160 total project
budgets, prepared in 1978 and 1981 and less than 29% of the
- recently proposed (1984) US $200 million project budget.
Infrastructure and pﬁb]ic facility costs repeatedly comprise the
largest percentage of all upgrading budgets, although the
estimated expenditures for technical assistance reflect the

largest percentage change from one budgét to another.
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TABLE V. 5
HELWAN TPGRADING PROJECT
COMPARISON OF REVIStU oUDEciS: 1978, 1981, 1984
(US & MILLICN)

Project Paper 1981 Budget 1984 Budget

Upgrading
--design/sup. 1.4 3.70 2.54
~-=infra. 19.4 29,46 23.31
--pub fac. 4.9 6.52 5.85
--com org. 0 0 1.89
~-credit 3.5 4,62 5.32
--land purchase .6 .92 1.02
-~land/in-kind 0 0 0
-~-relocation 0 0 1.07
Subtotal 2°.8 45,22 4]
% of Upg. .524 .794 .713
Administration
--tech/asst. 1.6 1.13 5.57
--training .26 .26 .26
--buildg. mats. res. ‘ 0 0 .05
--JHP/PIU adm. cos. 1.65 1.68 2.95
--CFE admin. fee .85 1.05 .79
--computer 0 0 .33
Subtotal 4,36 4.12 9.95
% of Upg. .077 .072 173
Contingencies
--upgrading 19.8 7.18 5.92
--admin. 2.91 .4 .65
Subtctal 22. 7 7.59 6.57
% of Ung. .399 .133 114
P
Budg: Upg. total 56.87 56.93 57.52
Total Project Budget 160 160 200
--Upgrading: % of Project .355 .356 .288

Notes on the Revised budgets for the upgrading component.
A percentage of the budget fcr administration has been allocated to upgrading
as follows:

technical assistance .58
training .66
building materials research .5
JHP/PIU adm. cost .66
CFE acdm. fee .66

contingency for upgrading .6
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Tables V.6 and V.7 and V.8 present a breakdown of upgrading
costs (direct and attributable administrative expenses) for each
of the three project budgets: Table V.6 - 1978 Project Paper
budget: Table V.7 - JHP/PIU 1981 budget, and Table V.8 - JHP/PIU
1984 budget. (The "revision" column that appears in each of
these budgets has been drawn from Table V.5. It should be noted
that only the budgetary amounts allocated for “administration"
and "contingencies" are different from the 6rigina1 budget
figures.) These tables indicate that infrastructure and public
facility costs repeatedly comprfse the largest percentage of all
upgrading budgets. Estimated expenditures for infrastructure in
the 1984 budget are US $4 million less than the figure in the
1981 budget. This reduction indicates that some savings on

infrastructure are anticipated since only US $400,000 has been
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TABLE V. 6

Upgrading
--design/sup.
~-infrastructure
-~public facility
--com org.
~-credit
~-land purchase
--land/in~kind
--relocation
Subtotal
% of Uporading

Administration
--tech/asst.
--training
--buildirg mats re
~-~JHP/PIU adm. cost
--CFE acmin, fee
--coniputer

Subtotal

% of Upgrading
Contingencies
--upgracging
--admin,

Subtotal

% of Upgrading

Total

Notes:

(US § MILLION)

VII-78-Project Paper 4
1.4
19.4
4,9
0
3.5
.6
0
0
29.8
.487
21 b
2.8 .58
.4 .€6
0 .5
2.5 .66
1.3 .66
0 .5
7
114
19.8
4,64 .628
24.44
.399
61.24

Pevicion

—
w WO —
. * [ ]

nN
(Yo
. .
MO OOoOOhLIOWh N

no
E=N

1.624
.264
0
1.65
.858
.0
4,396
.077

16.8
2.91392
22.713¢2
.399
£6.90992

% of % of

Subtotal Total

0.47 .025

. 651 . 341

.164 . 086

0

17 .062

.020 0N

0

0

. 369 .029

.060 .005

0 0

.375 .029

.195 015

0 0

.872 . 348
.128

. 051

a) Source Project Paper - project Implementation Budget: VII-78/X11-83

b) A percentage of the budgst for administraticn has been allocated

to upgrading, indicated in column headed "% A1".
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TABLE V., 7

PROJECT INPLEMENTATION BUDGET SUMMARY (1981)

Upgrading
--design/sup.
--infrastructure
--pub. fac.
--com org.
~-~credit
--land purchase
--land/in-kind
--relocation
Subtotal
% of Upg.

Administration
--tech/asst.
--training
--building mats.
--JHP/PIU adm. cors,
--CFE adm. fee
~--computer
Subtotal
% of Upg.
Contingencies
--upgréd. (.44x16)
- =--admin.
Subtotal
% of Upg.
Total

Notes:

(US $ MILLION)

X-1981-JHP/PIU 4

.64 .636

Revision

3.7
29.46
6.52
0
4,62

1.131
.264
0
1.683
1.056
0
4.134
.073

7.18
.40704
7.58704
.133
56.94104

a) Project Implementation Budget, X-1981/1X-1984,

d) A percentage of the budget for administration has been allocated

upgrading, indicated in column headed "% A1".

% of
Subtotal

.082
.651
.144
0
.102
.020
0
0

274
.064

.407
.255

.636
.946

[ ] 054
.970

% of
Total

.065
.517
115
0
.081
016
0
0

.020
.005

.030
.019

l]26
'007
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TASLE

V. 8

PROJECT IFPLEMENTATION BUDGET SUMMARY (1984)

HELWAN UPGRADING PPCucCT:

Upgrading
--design/sup.
--infrastructure
--pub. fac.
-~com org.
--credit
--land purchase
--land/in-kind
--relocation

Subtotal

2 of Upg.
Administration
--tech/asst
--training
--buidlz. mats. res
-~-JHP/PIU acm. cos
~~CFE Admin. fee
--computer

Subtotal

» of Upg.
Contingencies
--upgradfng
--admin

Subtotal

% of Ucg.

Total

Notes:

(US 3 MILLION)

1684-JHP/PIU @

2.54
23.31
5.85
1.89
5.32
1.02
0
1.07
41.00
.638 3%

Revision

2.54
23.31
5.85
1.89
5.32
1.02
0
1.07
41.00
.73

9.61
.4
.199

4,47

1.2
.65

16.429
.256

5.92
.89

6. 81
. 106

64.239

.58 5.5738
.66 .264
.5 .0495
.66 2,9502
.66 .792
.5 .325
.606 ©.98545
173

5.92
.606 .65
. 965 6.57
.114
57.5245

a) Project Implementation Eudget: IX-83/XI11-86
b) A percentage of the budget for administration has been allocated to
upgrading, indicated in column headed "% A1".

% of
Subtotal

.062
.569
.143
.046
.130
.025

0
.026

.5€0
.027
.005
.296
.080
.033

L] 90]
.099

% of
Total

.044
.405
.102
.033
.092
.018

0
019

.097
.005
.00
.051
014
.006

.103
NOR
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Table V.9 compares the three project budgets and presents the
"amount of change" and "percent of change" by line item from
1978 to 1984. The amount budgeted for technical assistance

constitutes the largest percentage increase -- approximately 45%.

The budgets of the Project paper and 1981 suggest that annual
expenditures will approach US $17.5 million. Annual
expenditures through December, 1983 have, however, not exceeded
US $3 million and total expenditures are slightly more than US
$6 million. (See Tables V.10 and V.11). In the period
1979-1983, actual expenditures amounted to s]ighf]y more than
115 of the total upgrading budget; technical assistance was

almost 20% of the expenditures incurred to date.

If actual expenditures to date are reduced from the 1984 revised
budget total of $57.52, we can estimate for the period 1984-1986
annual expenditures at US $17.18 million. This annual amount is
‘almost three times the amount spent over the last three years.
Construction of infrastructure and public facilities will
certainly increase the annué] level of expenditure from what it
has been but it will be difficult to meet the budget target. Two
other points need to be discussed in connection with the Revised

Budet for 1984. First, at current rates of expenditure
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TABLE V. 9

HELWAN UPGRADIMG PROJECT: COMPARISON OF REVISED BUDGETS BY AMT AND %

Upgrading
-~design /sup.
-=infra,
--pub fac.
--com org.
~-credit
--land purcha
--land/in-kin
--relocation
Subtotal
Administration
--tech/asst.
--training
--buildg mats.
-~JHP/PIU adm.
--CFE admin.
~-comptitér
Subtotal
Contingencies
--upgrading
-~admin,
Subtotal
Tot. Budt: Upg

Am't Chg.
1978/81

2.3
10.06
1.62
0
1.12
.32
0
0
15.42

12.62

2.50
-15.12
. .06

Tct. Budget Pro. O '

OF CHANGE (1978-1984)

% Change
1978/81

-.41593
0
0
.017857
. 190476
0
-.05825

-1.7577
6.0976
-2,1058
.010364
0

Am't Chg.
1951/84

-1.16
-6.15
-.67
1.89
.70
.10

0
1.07
-4.22

4.44
.05
1.27
-.26
5.83
-1.26

-1.02°

.59
40.00

% Change
1981/84

-.46
-.26
-. N
1..00
w13
.09 -
0
1.00
-.10

.797127
0
1.C0
.430508
-.32911
1.00
.585930

-.21284
.369231

-.15525
.010257
.20

Am't Chg.
1978/84

1.14
3.91

.95
1.89
1.82

.05
1.30
-.06

.33
5.55

-13.88
-2.26
-16.14
.65
40.00

% Change

1978/84

712747
0
1.00
.440678
-.07595
1.00
. 561809

-2.3446
.369231

-2.4566
.011300
.20



148

TABLE v, 10
HELWAN UPGRADING PROJECT: “COMPARISON OF BUDGETS VS EXPENDITURE
{ADMINISTRATION/UPGRADING)

19817 1982 1983 TOTAL

A. Actual expenditures by year 1/

(1981-X11-1983)

Upgrading .811 2.10] 2.162 5.074

Admin, .393 .536 .567 1.496

TOTAL 1.204 2.637 2.729 6.57
B. Projected expenditure by year

(1981, revised budget) &/

Upgrading 17.47 17.47 17.47 52.41

Admin, 1.51 1.51 1.51 4.53

TOTAL 18.98 18.98 18.98 .56.94
C. Diff budg-exp. 17.776 16,343 16.251 50.37
D. Estimated Expend1ture/Year

(1984 Revised Budget) 3/

Upgrading 14,603 14,603 14.603 43.809

Admin, 2,577 2.577 2.577 7.731

TOTAL 17.180 17.180 17.180 51.540
Notes:

|7 Tt is estimated that only 11% of the upgrading budget was spent in

2/

3/

the period 1979-1983 (6.57 / 56.94 = 11.54%)

The Revised Budget for 1281 was apportioned eoually over a three-year
project implementation period. The total amount per year is the
budget figure divided by 3. (18.98)

Revised Budget for 1984 was apportioned in the following fashion:
expenditures through XII 1983 were subtracted from the 1984 budget;
the amount remaining was allocated equally over the period until
project completion.
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TABLE V. 11

. HELWAN UPGRADING PRO.IECT: PRCOJcel EXPEMDITURES/ACTUAL

TS5 MILLIONT .

EXPELDITURES FUR YEARS 1¢81, 1982, 1683

Upgrading
--design/sup.
-~infras.
~-pub. fac,
--com org,
~=credit

--land purchase
--land/in-kind
--relocation

Subtotal

Administration
--tech/asst (.5
--training (.66)

- -buldg. mat. res (.5)
- JHP/PIU acmin. (.€6)
--CFE Adm. Cst. (.66)
--computer (.5)

Subtotal

Total Expend.

°

the Government of

commitment to fund the Helwan project.

Total

1981 1982 1983 Exp.
.037 .21 .378 .626
.063 179 .148 .390
.094 .360 .26 .815
.010 .070 .023 .100
.289 .895 .866 2.050
0 0 0 0
.318 .386 .386 1.090
0 0 0 0
.81 2,101 2.162 5,070
.392 .536 476 1.400
.024 .024

.067 .067

.392 .536 .567 1.500
1.203 2.637 2.729 6.570

% of Tot.
Expend.

.090
.050
.110
.010
.029

0
.150

0

.200

.033
.010

Egypt has had 1little difficulty meeting its

To date, GOE payments have

totalled less than US $1 million annually, However, given current

government budget constraints,

the effect of a higher expenditure

level on the government's ability to meet its ccmmitment needs to be

assessed,
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Second, the 1984 Revised Budget estimates that US $200 miilion
will be required to complete the ﬁe]wan Project, although the
budget for upgrading has remained at approximately the same
level and only US $160 million has been committed to the
project. Both the foreign exchange and Tlocal currency

components have increased in the 1984 budget.
The anticipated shortfall 1in the 1984 Budget presents the
JHP/PIU with a serious dilemma. Several options are available

to resolve the dilemma. The JHP/PIU can:

(1) scaleback the upgrading portion of the budget to the level

of available funding,

(2) request an increased grant from USAID,

(3) ask the GOE to increase budget support, or

(4) ask the ministries and agencies who will eventually run the
public facilities, e.g. schools, clinics, youth centers,

etcs., to finance their design and construction.

A1l these options should be explored. JHP/PIU should examine

the situation carefully and make every effort to find the
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necessary rescurces. At the same time, JHP/PIU should develop
plans based on a budget figure of US.$160 million rather than US
$200 million. If funds are obtained, 'the total project can be
implemented as planned; if not, a plan will be in place to
complete a project of reduced scale. It is certain that if no
plans are developed and JHP/PIU proceeds as if US $200 million
is available, there is some 1likelihood that work will remain

incomplete at all the sites.

Summary and Lessons Learned

1. Implementation plans must be realistic. If not, those
responsible for executing the project are held to standards of
performance that cannot be achieved. In additioﬁ, donors and
project beneficiaries, with expectations of certain results
within a given period of time, will be wunnecessarily

disappointed.

"The delays experienced in project implementation are

understandable. If the implementation plans had anticipated the
ameunt of time needed to build a new and functioning management
unit,' and for this unit to establish effective working,
relationships with the agencies and institutions involved in

upgrading, a more realistic timetable might have been developed
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and the current difference between anticipated and actual levels

of project activity might not be so large.

Once developed, implementations plans should be used as
management tools. Performance targets should be defined and
given fixed budgets, Those responsible for managing activities
must be made aware of targets and budgets, and held accountable
for achieving specific results on time and within budget.
Project implementation rmust be recorded in the context of the
plan and the budget. -Deviations from plan and budget should be

explained.

The 1983 Implementation Plan proposes an implementation schedule
based on project experience. Its estimates of the amount of
time required to accomplish specific tasks are more realistic
than the Project Paper. Comparing the activities accomplished
to the schedule set forth in the Revised Plan suggests that the

project is generally on schedule.

At this point in the implementation schedule the project is
moving steadily toward achieving :ts stated objectives. Housing
stock s being improved, some community facilities have been
ronstructed and others are designed, designs for the

infrastructure have been developed and are ready to be put out
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for bid, end JHP/PIU is exploring ways to resolve the land

tenure jissue,

2., Effective implementaticn occurs on two levels -- from the
top down and the bottom up. On one level, implementation is
achieved through the development of a harmonious relationship
among the institutions, agenci-s and companies responsible for
designing, constructing and operating the components of the
upgrading project On another 1level, implementation can be
_effective]y stymied unless the .beneficiaries are involved in the

upgrading process. There is general agreement on this principle

among those involved in the project.

ch:gjnation at the level of JHP/PIU has been slow to develop.
There have been misunderstandings in the past among the agencies
involved, Only recently have effective mechanisms been
established to bring the principal actors together to discuss
the objectives and components of the project, and to agree on &
“Eourse of action. Until JHP/PIU defined its management role in
the project, it was not possible for it to define the tasks of

other;.
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Since JHP is the spokesman lfor "upgrading" in Egypt, it is
responsible for defining and promoting the program. While there
is general agreement among all individuals interviewed that
"upgrading" has a valid and appropriate role in urban
development in Egypt, there 1is no clear agreement on the
program's components, methods of:- implementation or potential
benefits., It remains for JHP to define a program in the 1light
of the experience provided by this and other upgrading projects

underway in Egypt.

The content and process of upgrading have been promoted at the
community level. The relationship between community involvement
and project success 1is well understood by the JHP/PIU. A
negative experience in one community and positive experiences in
other nave had the effect of prompting the JHP/PIU to inform and
involve the community. A strategy for community development has
been developed. The fruits of its application are evident in
the two sites visited by the team, Arab Rashed and Arab
Ghoneim, Infcrming and educating each community is a regular

and repeated activity of the upgrading program.

3. Successful project implementation currently depends on
JHP/PIU's ability to (1) contract firms who can install the
infrastructure and community facilities on time and within

budget, (2) maintain effective coordination with the GOE

agencies who have the authority to review and approve designs
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and to operate the facilities once .in place, and (3) motivate

the community to participate fully in the upgrading program.

4. In general, components involving the least number of
agencies and requiring the 7last amount of coordination are

quickly implemented.

This explains the success of the HILP and the completion of four
community facilities, It 1is also apparent that there is a
direct and positive relationship between the degree of community

organization and the rate of pfoject implementation.

This lesson has been well learned by JHP/PIU. Still, the lag
time between the launch of the HILP program and the {nsta11ation
of infrastructure has implications for the cost-recovery
program. Since some of the beneficiaries of upgrading program
are already indebted to the maximum Jlevel through their
“participation in the HILP program (See Section --), they may not
have the resources necessary to pay the recoverable portion of
the cost of the infrastructure, once that program is launched
and cost recovery begins. If recovering costs remains an
objective of upgrading, the JHP/PIU will need to adjus; the

timing of the implementaion of the programs, or reduce the

amount of indebtedness allowable under the HILP,
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VI.

COST RECOVERY FOR THE UPGRADING PROGRAM AS A WHOLE

6.1. Summary of Findings

Agencies providing for the Helwan wupgrading project have a
legitimate interest in the 1eve] of recovery of project costs
through payments from project beneficiaries. Obviously, if mecre of
the cost is recovered, then more upgrading work can be performed
with a given budget or part of the funds can be put to alternative
productive uses. The presumed intent is to recover those costs that
beneficiaries are able to pay, given their incomes and other

socio-economic conditions.

Td/éate, only the HILP element of the upgrading effort has actually
been implemented. Only for th.at element alone do we have actual
cost recovery experience and information. The analysis of cost
recovery on the HILP has been presented in Chapter II of this

report. The major conclusions there are that:
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o Cost recovery in the HILP meets Project Paper standards,
returning home improvement loans in repayments of principal and

7 percent interest by beneficiaries.

o There are, however, net expenses of program administration in
addition to the actual capital cost of credit that reduce the

repayments available for future use.

o rull cost recovery would require repayments at higher rates of
interest, reflecting the true value of the capital if it were
put to alternative uses. By such standards, the RILP recovers

35/ 36/

roughly 70 percent to 85 percent =" of program credit

costs.

In this chapter, we estimate the potential for cost recovery for the
entire upgrading project, concentrating on its three principal
elements: 1land title purchase, provision of infrastructure and
éommunity facilities, and use of HILP loans for heme improvements.
Thi's potential depends on numerous p:rameters regarding households’
ability to pay for shelter and the costs of providing the three
elements. On the hasis of the analysis presented in this section,
our principal conclusions on the potential for cost-recovery are

that:

35/ Assuning a U.S. market rate of interest (long-term) of 14%.8

36/ Assuming 10.5% as the cost of capital, corresponding to the rate at

" which the Egypt Central Bank presently makes loans to CFE, plus 1%
servicing.
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o lhether households can meet Project Paper standards for cost

recovery depends on how 100 percent recovery of land value 37/
is defined. Using a figure repre;entative of othgr government
land sales prices in the Helwan area, individual households at
madizn income or below cannot afford full Project Paper recovery
with 15 percent of their income available for improved shelter.

But they can with 25 percent of income, if they are at least in

the 25th income percentile.

e Even with this land pricing (at. one-sixth of market wvalue)
individual households with median incomes or below cannot afford
"full cost recovery" (defined as 100 percent of infrastructure
costs and land and HILP loan at 10.5 percent interest), though
those right at the median come close. About 63 percent and 90
percent of "full cost" can be recovered from houseinoids at the

25th percentile and the median income, respectively.

o In buildings where two or more households can combine resources,
"both Project Paper and full or near full cost recovery are
generally feasible for two households at the 25th percentile and

above.

¢ If land prices were set at market rates, not even two-houséehold
pools could afford just land cost alone, much less recovery on

infrastructure and HILP,

37/ The Project Paper Standard is 100 percent but does not specify 100
percent of what.
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6.2. Household Income and Ability to Pay

In order to consider households' ability to pay for shelter costs,
our analysis begins with the incomes of intended beneticiaries. The
project is intended to benefit principally people below the 60th
percentile of national urban household income. Table VI.1 presents
the distribution of incomes that were used in our analysis. Primary
attention was given to the lower range of 1984 national urban income
estimates (the first column in Table VI.1), because it provides a
consistently conservative estimate of the potential for cost
recovery. Two other sets of figures are provided for comparison

pursoses.
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TA3LE VI. 1
ESTIMATED MONTHLY HOUSEHOLd INCOME IN 1984

)
Income National Urban 1/ Mational Urban 2/ Helwan 3/

Percentile Lower Range Estimate Upper Range Estimate Factory Workers

20 79 166 116
25 100 &/ 185 138
30 112 204 151
50 159 277 169
60 187 298 182
70 240 339 199

Sources:

1. Updated from lower-range estimates for 1983 in a previous evaluation
c¢f the Helwan -project, by Robert Nathan Associates, (Housing and
Community Upgrading for Low-Income Eayptians, February 19562.) based
originally on a 1981 income and expenditure study by Abt Associates,
(Informal Housing in Eqypt, 1981) updating to 1984 was done by
apptying CFH's estimate ot 16 percent inflation to the 1983 figure.

2. 1bid. Updated from 1983 estimates in the Nathan evaluation which
were drawn initially from National Urban Policy Study (NUPS)
estimates by PADCO, Inc. Mational Urban Policy Study: Urban Growth
and Urban Data Report, July 1982. Updating to 1984 was done by
applying the NUPS estimate of incomes rising by 4 percent more than
inflation,

3. CHE, International, "Income Data on Helwan Factory Workers," memo
from Billand to Scandar, March 1982, The conversion to household
incomes, based on CHF analysis, multiplies net factory salaries of
principal earner by 1.35 to obtain full household earnings from all
earners and sources. Some observers believe this conversion
understates household incomes, but the results are consistent with
direct household income and expenditure surveys.

4, Interpolated linearly.



161

A third set of figures taken from CHF's extensive survey of Helwan
factory workers' salaries, -onverted to, household incomes. While
these figures do not représent a national income distribution (nor
even the full distribution for upgrading communities) and therefore
are not the basis for recovery analysis, they do indicate where
actual Helwan workers stand in relation to the wider income
distribution. One can see that the distribution of Helwan workers'
incomes is generally near the lower range estimate within the range

of national incomes for any given income percentile group. 38/

For actual analyses, we have directed attention to househofds at the
25th and 50th percentile of the income distribution, using therefore
the lower range income estimates of 3%100 per month and $159 per

month respectively.

Because of the way project costs are estimated, 2analyses is of cost
recovery for éach building, rather than each household. In a first
analysis below, one household is taken to be responsible for meeting
cosiﬁrecoveny charges and only its income is counted in measuring
ability to pay. This would apply especially well to single-

nousehold buildings, to buildings where rent is received from

38/ The incomes slip below the lower range at highest percentiles,
because most factory workers are not in the upper reaches of national
income.
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additional households but is thought of as counted within the income
level of the owner and is not 'like'l_y. to be raised rapidly after
upgrading, or to other situations in which additional households'
incomes cannot be pooled and accessed to aid the primary household
in upgrading cost repayments. In a second anal’ysis, two household
incomes are taken to be available for cost repayment. This is
roughly consistent with available survey information on iiouseholds

per building. 33/

Ability to pay depends on both income and on the share of income
that households can devote to shelter costs. In our analysis of
cost recovery, we assumped both :a 15 percent and 25 percent of
incc_)me as the additional payments for shelter that households could
and would pay for the combined elements of the upgrading project:
that is 15 or 25 percent of income beyond what they are paying
before the project proceeds. The 15 percent figure could be incomes
interpreted as being the difference between the nearly 10 percent
households pay for shelter, now nationally, and a 25 percent total
standard, or as a total of 15 percent compared to the near zero

building owners now pay in He'lwén (when they are not making lump sum

39/ CHF uses a lower 1.5 households per building in its current draft
Implementation Plan, but the Project Paper and other community
surveys show higher figures. and represents those cases of family,
tenant-owner and other situations where income can be readily pooled.
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casn oautlays for construction).':ig/ The 25 percent figure
represents parallel ioasoning dased on an assumed higher total. To
the extent that upgrading costs are to b; passed along by'owners to
tenants as higher rents, the 15 and 25 percent of income additional
ability-to-pay figures are probably on the high side, because

renters are already paying about 15%.

6.3. Estimating the Level of Capital Investment Costs to be Recovered

Costs were ostimated on two bases: ccsts at the recovery levels
outlined in the Project Paper, and full recovery of cost. Tahle
VI.2 presents both cost -estimates for infrastructure and community
facilities, land and home improvement loans for households at the
25th and E0th percentile of the urban income distribution. Notice
that only the HILP costs differ by income groups, whereas in fact
lcwer income people may have smaller plots and lower land and

infrastructure costs as weil.

43/ Fifteen percent is about what renters alreauyy pay in upgrading
communities.
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TABLE VI. 2

RECOVERY COSTS OF ALL UPGRAUING ACTIVITIES

($ PER BUILDING)

Project Paper Standards

Household in 25th Household in S0th

Income Percantile

Income Percentile

Full Cost Recovery

Household in 25th Household in 50t}
Income Percentile Income Percentile

Infrastructure 460
and Community
Facilities

Land 3/ 1080

Home Improvement
Loans 1095

Total $2635

460

1080

17
57

7€0 780
1080 1080
1055 1717
$2955 $3577

Note: a/ Full recovery is defined not as market price but as representative of

government land sales in the area.
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To reach an assessment of costs and the "recoverab1é _costs" _J

presented in Table VI.2, several assumptjoné had to be made. These ’

are detailea bLgz)-w: J

iy

- The basis for capital investment cost figures for the design, '

supervision, and construction of infrastructure and community ,;

facilities is the proposed 1983 Implementation Plan. Estimates .

of "recoverable cost" are based on the guidelines presented in :

Annex V, Exhibit 3 of the Project Paper for the level of cost l

recovery. These guidelines called for "partia1" recovery of :

infrastructure networks, without specifying what was meant by I
"partial". We assumed a f1rure of 50% where :bart1a1 recovery"

was called for in calculating the amount of capital investment J

on infrastructure to be recovered. !

- The total amount of capital investment to be recovered was j

allocated to the projected number of buildings (or lots). The ;

projected number of buildings was chosen as the basic unit for ;

’ébst-recovery because land and infrastructure costs are directly 1
related to individual buildings (or 1lots) rather than to the

number of households or number of persons per household.
On the basis of these assumptions, total .infrastructure and =

community facilities costs are $460 per building for Project Paper

recovery standards and $780 per building for full recovery (i.e.,

100% of infrastructure costs are to be recovered).
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Additiona1’assumptions had to he made regarding land and the HILP
loans. First, the price of land defined here as "full recovery" is
$12 (LE 10) per square meter. This figure was chosen on the basis
that new land in Helwan is being sold by the Cairo Governorate to
housing cooperatives for between $3.70 and $18.30. 2/ It also is
consistent with pricing land at what present owners on average would
have paid for it at the time they settled, expanded by the rate of
inflation, 42/ The $12 level is probably about one-sixth of the
current market price. Land sold to people who have already lived on
it for sometime, as in the upgrading communities, would presumably
not have a higher price attached than new land being sold by tie
same government. The per plot charge of $1030 is based on an
average plot size in wupgradirg areas of 90m2. While this

represents full recovery of land cost it does not represent market

value).

41/ See Mokhtar A. Saleh, Market Rescarch, Helwan Mew Community
Residential Comnarison {draft report), November 1981 - February 1932.

42/ See SEH, Economic and Financial Analysis for Izbet Sidqi, March 1984,
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%hé RILP loan "cost” is difficult to specify, since households may
choose to borrow different amounts. Our assumption therefore is
that one loan is taken out on each building (whereas in fact some
househ81ds have take moFe than one, two households in a building may
each take one or more, and some households have taken none). We
also assumed that each household that borrnwed for home improvements
borrowed the maximum allowable given the base salary of a factory
worker for households of their household income group. 43/ The
maximum loan is set at what can be repaid at 7 percent interest
repayable over 12 years (actual program experience). The results
are loan costs of $10S5 and $1717 for households in the 25th and
50th income percenti]es respectively in both Project Paper and full

recovery estimates.

6.4. Affordability of Project Components at Project Paper Standards and

at Market Rates.

No one expects cost recovery from beneficiaries to occur
instantaneously, but instead to be paid over time. We have assumed

Project Paper recovery repayment standards to be at 7 percent

43/ Most households borrowed at least this much., With an additional

~ guarantor they could borrow up to the level whero payments were 25%
of net salary. Or a second household earner could borrow,
Assumptions, as explained in analyzing HILP in Chapter II of this
report, are base salary at .6 times net salary, and household incoine
at 1.35 times net salary.
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interest over 12 years, for all costs -- matching the 7 percent
standard provided for the HILP and the 12 year average from actual

24/ We have assumed a 10.5 percent jnterest rate

HILP experience.
for full recoveiy at "market" costs, corresponding to CFE's current
cost of borrowing from the Central Bank plus a 1 percent servicing
fee, 45/ with again a 12-year recovery period. The monthly costs
of amortizing the capital cost levels provided in Table VI.2 are
presented in the first 2 rows of Table VI.3. The amortizing costs
are then arrayed against money available from households to pay for

them, The results of this comparison are several:

First, neither income group of households can meet Project Paper
recovery standards if they have only an additional 15 percent of
income available for shelter. The lower income households could not
quite meet these standards even if land purchase price were defined
at zero. Under such conditions, many households would not be be
able to opt for home improvement loans, if land and infrastructure

costs were imposed first. But if land titling happens last,

44/

The Project Paper specifies an interest rate only for HILP and
specifies no repayment periods. .

This is itself a subsidized rate, but that subsidy is economy - wide
and not specific to this project.
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insutticient resourcesvwou1d be left for that land purchase. Lower

cost recovery levels (or slower recoverx) would be needed to allow

for participation in all upgrading components, especially for the

. -, 4 .
Tower income groups.

TABLE VI, 3
CCST RECOVERY ANALYSIS DATA,

ONE. HOUSEHOLD'S INCOME AS

BASIS FOR AFFORDABILITY

($

Households in 25th
Income Percentile

Monthly Costs of Project Paper
Recovery Levels (7% interest)

Monthly Costs of Full Cost Recovery
{10.5% interest) '

Montnly Household Income (one household)

Available for Cost Recovery if 15% .
(additional) of Income is Spent (monthly)

Available for Cost Recovery if 25%
(additional) of Income is Spent (monthly)

27
40

100

15
25

Households in 50th
Income Percentile

30
44

15§

24
40

Second, if people can pay an additional 25 percent of their incomes

for shelter, which probably overstates their abilities by a fair

margin, then Project Paper recoverability standards as defined here

can be met or virtually met by both income categories.



170

Third, full cost recovery is not feasible for either income group
even if an additional 25 percent of income were to be devoted +o
shelter, though the higher income households group comes close. The
percentage of full costs that could be recovered for both cases of
income levels and percentage of income expended for shelter is

detailed in Table VI.4,

TABLE VI, 4
PERCENTAGE OF FULL COSTS

RECOVERABLE UNDER VARYING

INCOME AND EXPENDITURE ASSUMPTION.,
ONE +OUSEHOLD'S INCCME

Households in Households in
25th Income 50th Income
Percentile Percentile
15% of Income (Additional)
Available tor Cost Recovery 38% 55%
25% of Income (Additional)
Available for Cost Recovery 632 91%

It is worth noting that even what we have termed as full cost
recovery levels define land payment at one-sixth of market value,

If land is snld at market price, not even a household with income at
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the 50th percentile cannot come close to meeting land cost plus the
lower Project Paper recovery standards ~ for other wupgrading
elements. Indeed, it cannot even amortize the land cost 1near1y $70

ménth1y3 a1oﬁe.

Finally, we consider the building with two households pooling
incomes to afford cost recovery payments. As Table VI.5 shows,
these households can meet Project Paper recovery standards; and all
but the 25th income percentile two-household combination adding 15
percent of income for shelter can pay full cost recovery. However,
not even two househo1d§ at the 50th percentile pooling their incomes

could afford full cost recovery if land were priced at market values.

TABLE VI. §
COST RECOVERY AMALYSIS UATA, TwO HOUSEHOLDS
INCCME AS BASIS FOR ArrORDABILITY

pE3)
Households in Households in
25th Income 50th Income
Percentile Percentile
Monthly Costs of Project Paper
Pecovery Levels 27 30
Monthly Costs of Full Cost Recovery 40 44
Monthly Household Income
(2 Households Tpta]) 200 318

Available for Cost Recovery if 15%
(Additional) of Income is spent (Nonthly) 30 48

Available for Cost Recovery if 25%
(Additional) of Income is spent (Monthly) 50 €0
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VII.

COST-BENEFIT ANALYSIS

It is not possibte, with data currently available or obtainable in the
course of this evaluation, to undertake a credible cost-benefit analysis
of the upgrading project. While cost estimates have been derived, no
systematic information on the value of benefits can be developed at this
time. The only at all feasible approach would be to use cost as an
approximation of value, which simply produces a cost-benefit ratio of
1.0, The SEH study had both methodological and data shortcomings forced
on it by insufficient information as well, which they are in the process
of correcting by gathering additional information. No other credible,

documented cost-benefit analyses have been previously developed.

We can, however, describe briefly the kinds of information required for a

true analysis. Benefits will come in several forms. These include:

. Services provided by infrastructure, including improved sewer, water,
electricity and roads.

. Services provided by community facilities, including schooling,
health services, and community center meeting places.

. Increased housing space for each household, homes for further
households and improved quality of existing housing.

. The security of title to land and the value of increased ease in
selling or borrowing against it.
Most of the benefits should be represented reasonably well by the

increase in the value of land and buildings in the upgrading communities
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that occurs as a result of the upgrading. People should be willing to
pay more 7or property there in tne amount at which they value the stream
of = services aat. Losefits from new infrastructure and 'community
facilities, imﬁrcved'or expanded homes, and the'security of land title

(@ssuming all components are ultimately implemented).

rhat is needed is to obtain agreed-upon estimates of property value at
the start of the uporading project and at its finish (or at least at the
point wiizre it is clear to current and potential residents exactly which
components will be put in place). From the difference petween initial
and final value, one would have to subtract the inf1ati§n in value that
would have occurred without the upgrading project. A measure of the
change in property values in similar communities in which the upgrading
project ci¢ not operate would provide an a&gquate estimate for this

adjustment.

Also tc be decucted would be a measure of the value of building
improvements undertaken without HILP assistance. This would likely be
difficulf to ohtain. A potentially more manageable approach to the same
result weidlc be ta gstimate the increase in value of land (serviced but
aside fronm buildiﬁgs) in the upgrading communities, and add to that the

amount of HILP expenditures. The land component would include whatever

the surzius in valuc of HILP-financed improvements is over the cost of
making them, so that the full value of HILP-financed building improve-

ments wouid be counted,

[} 50
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Note that with such computations, it is not correct methodology to add
also the increase in rents of improved buildings or the value of improved
health or education, etc. to the benefit total. The benefits of better
homes and services would already be reflected in what people would pay
for property, includirg what tenants would pay to owners. The main
addition to benefits beyond property value might be any reduction in
costs to the government of providing health care to upgrading community
residents, if such expenditures had been made, since households would not

consider such benefits in deciding how much to pay for property.



ANNEX A

RESPONSE TO QUESTIONS RAISED

The conclusions of the ET based on the analysis and documentation

presented in the report are summarized below in the form of answers to a

specific set of questions raised in the ET's terms of reference.

A,

Project Beneficiaries and Cost

Is the upgrading component reaching or is it 1likely to reach

intended beneficiaries?

The Project Paper ijdentified beneficiaries as the residents of the
upgrading communities. The HILP beneficiaries were identified
according to specified income criteria. Since very few of the
project components are actually in place, the £ET focusséd
specifically on the experience with beneficiaries who have been able
to benefit from the HILP program. The ET also analyzed on the basis
of estimated cost and income data whether the overall project
combonents were likely to be affordable to the intended target

groups.,

With regard to the overall project components, namely the provision

of land and infrastructure on a cost recoverable basis, the analysis
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Honetheless, the budget for the upgrading component on its own has
remained close to the original budget. The fact that funds may not
be made avaiiable to meet the project's' total budget requires that
additional resources be secured to ensure completion, o} that the
prii-ct's scale be reduced to fit funds available. JHP/PIU should
exemine this situation carefully and attempt to find the necessary
resources frcin AID and/or GOE. At the same time, it should develop
plens that reflect the funding available in the event that it cannot

sacure additional resources.

Tyrning to tne original cost estimates on the HILP program, we find
that they are less than the level now estimated as being justified
on the basis of current and projected patterns of demand. However,
cue to the fact that average loan sizes.have been generally smaller
then initially estimated; the original cost estimates for the HILP

reve been more than adequate to ccver original projections of

demand.,

Are there adequate provisions for cost recovery?

The &nszwer to this question is -probiematic with regard to overall
cost recovery - because no attempt was made to define the
atforazbility of the upgrading component relative to beneficiary
inceme levels when the original costs estimates were made. The PP
guidzlines on cost recovery are imprecise and inconsistent. It is

>t clear in the PP that infrastructure costs for water were meant
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the maximum loan payment being limited to 25 percent of base salary,
which tends to under-représent'tota1'incoﬁe. In addition, current
indebtedness Tlevels for HILP may 1imit the ability of the lowest
income beneficiaries to pay for infrastructure and land, once these
other upgrading components come on stream. Second, self-employed
workers have a higher rate of 1loan cefusal than do salaried
workers. This has implications for replicability in areas outside

Helwan.

Are the original cost estimates still valid in order to achieve

stated project objectivecs?

Thé original cost estimates for the entire upgrading program
presented in the Project Paper of $29.8 million are now
approximately 33 pereent below the $41 million cost estimates
presented in the 1984 Implementation Plan. However, the original PP
budget took into account delays and price increases by adding a
large inflation factor (an average of 53 percent through 1983) to
the original cost estimate. As a result the total amount budgeted
1ﬁﬁthe Project Paper of $56.87 million for upgrading is only U.S.
$0.5 million Tless thaﬁ that proposed in the 1984 Implementation
Plan. There is, however, a problem insofar as the 1983
Implementation Plan projects total project costs of $200 million or
$40 million more than the funding currently available for the two

project components, Upgrading and the Helwan New Community.
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Nonetheless, the budget for the upgrading component on its own has
remained close to the original budget. The fact that funds may not
be Eade avaiiable to meet the project's® total budget requires that
additional resources be secured to ensure completion, or that the
préisct'e scale be reduced to fit funds available. JHP/PIU should
examine this situation carefully and attempt to find the necessary
resources from AID and/or GOE. At the same time, it should develop
plans that reflect the funding available in the event that it cannot

secure additional resources.

Turning to the original cost estimates on the HILP program, we find
that they are less than the level now estimated as being justified
on the basis of current and projected patterns of demand. However,
due to‘the fact thét average loan sizes have been generally smaller
than initially estimated, the original cost estimates for the HILP
have been more than adequate to cover original projections of

demand.,

Are there adeauate provisions for cost recovery?

~

The answer tc this question is :problematic with regarq to overall
COSt recovery because no attempt was made éo define the
arfordzbility of the upgrading component relative to beneficiary
incume levels when the original costs estimates were made. The PP
guidelines on cost recovery are imprecise and inconsistent. It is

not clear in the PP that infrastructure costs for water were meant
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to be recovered at all from intended beneficiaries. Thus, while the
PP requires "partial" recovery for water, it expects this to come
through tariffs. This recovery source covers only Operations and
Maintenance, not investment. For sewerage, "partial” .recovery is
alluded to in one secticn, and no recovery is listed in another.
Land cost was to be fully recovered; however, its value was priced

at a minimal level.

With these caveats in mind, the ET estimated the levels of recovery
that could bte realized. This analysis was made on the basis of a
consideration of current cost estimates of land, infrastructure and
the HILP program. The ET's analysis of land costs suggests that:
If land were valued at the market rate, it would not be affordable
to households within the target group. Even with two households
pooling their resources, the upgrading area residents would not be
able to pay for land, much less pay for infrastructure or take out a
home improvement 1loan. Moreover, it s questionable whether
beneficiaries who have been living for extended periods of time in
“these communities should be charged current market prices for land.
>

Recovery of some cost of land, however, is important in upgrading
sites if the project is to meet its objectives of replicability and
cost-effectiveness. In estimating cost recovery potential the ET
has assumed land prices similar to those being charged by the GOE on

sales of adjacent sites for new housing which have ranged from $3.70
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to $73.30 per square meter. It also assumed .on-site infrastructure
costs would be "partially" recovered at 50 percent. (This is an
arbitrary definition of "partial" cost recovery called for in the
Project Paper but seems reasonable given the resu]fs of our
analysis.) These cost recovery objectives could be met by
households as 1low as the 25th percentile of the urban income
distribdtion ($100/month), provided they could pay an additional 25
percent of income for shelter. If the total cost of on-site
infrastructure were included in recovery levels affordable from
households paying for land, infrastructure and HILP 1loans would
still be reaspnab1g. The affgrdabi1ity levels would be 63 peréent
of the total cost of iqfrastructure HILP and land for households at
the 25th percentile of the urban income distribution and 91 percent
for those households at the median (given an additional 25 percent
of income available for shelter). However, it is likely that such
households would be forced to use credit facilities to purchase the
land and pay for infrastructure and forego the option of home

impiovement.

As regards cost recovery levels on the HILP, they extend beyond
other publicly supported housing credit programs in Egypt. Based on
available . evidence, the capital costs recovered by the HILP
represent a substantial part of capital costs, even when measursd at
existing market interest rates. Cost recovery in the HILP meets the
standards . set by the Project Paper which stipulate repayment of

principal at 7 percent interest. There are, nowever, net expenses

of program administration in addition to capital costs that reduce

\g§)
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the amounts available from repayments for future uée. Full cost
recovery on the HILP would require charging higher rates of interest
to reflect the true value of capital if it were put to alternative
uses. Thr results of the analysis suggest that charging interest
rates similar to those at which the Credit Foncier (CFE) obtains its
money (10.5%) might not place an undue burden on current HILP
borrowers, However, higher interest rates would recessarily exclude
some low-income households from being able to pay the costs of other
components of the program, namely land and infrastructure and may be

more appropriate for higher income beneficiaries.

Actual costs of operating the HILP are very reasonable, representing
between 6 and 14 percent of annual loan volume, a good performance
under any circumstances. These costs are to be recovered primarily
from the JHP, with borrowers fees covering only a small fraction of

the administrative costs.

What economic benefits are derived from the wpgrading component of

the Project?

The primary economic benefits of community upgrading will come
through: infrastructure servicés, community facilities, decrease in
housing densities as measured by households per dwelling unit,
additions and improvements to the existing housing stock, and the

value of the increased ease in selling or borrowing against secure
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title to land. Quantification of the stream of these benefits in
terms of increased land and building values was difficult because of
the lack of data. However, it is safe to assume a benefit-to-cost
ratio well over 1:0 if the backlog in demand for the HILP is taken
as a guide. The demand for loans in this program suggests that
there is a high valuation of its benefits relative to costs, most of
which are being charged to borrowers. Furthermore, preference
surveys indicate an even higher value and priority for

infrastructure improvements.

Project !anagement and Implementation

Is the upgradina component of the project proceeding according to

schedule: Is it procressing toward its stated objectives?

The upgrading ccmponent of the project is not proceeding according
to the schedule set forth in the Project Paper. One year after the
original project completion date, the project is roughly 20 percent

completed.

The 1983 Implementation Plan prepared by CHF for the JHP proposes an
implementaticn schedule based on project experience. Estimates of
the amoun£ of time required to accomplish specific tasks are more
realistic than the Project Paper. A comparison of the activities

accomplished to the schedule set forth in the 1983 Plan suggest that
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the project is generally on the revised schedule, which proposes a
project completion date of ﬁecember 31, 1986. Yet, given the
project's history and the documented delays, there is a high
probability that completion will not occur until the first or second

quarter of 1987, and therefore, an extension of the PACD is required.

At this point in the implementation schedule, the project is moving
steadily toward achieving its stated objectives. Housing stock is
being improved and additional units have been built; loans are being
recovered from beneficiaries; some community facilities have been
constructed and others are designed; designs for the infrastructure
have been developed and most are ready to be put out for bid; and
JHP/PIU is exploring ways to resolve the land tenure issue. In
addition, the program is clearly demonstrating that there is a
potential for reducing subsidies on public housing programs through
cost recovery for distributing subsidies according to beneficiafy
ability to pay. The objectiQe on which little progress seems to
have been made is a substantial reduction of design standards to
lower costs. Finally, it is too early to tell how much progress has
been made toward the objective of adoption of upgrading as part of
nativial housing policy, though c¢learly- all involved share the
belief that it is an appropriate response to the shelter problems of

low income groups.

Successful project implementation currently depends on JHP/PIU's

ability to: (1) contract firms who can construct the infrastructure
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and community facilities, (2) maintain effective coordination with
the GOE agencies who have the authority to review and approve
designs ana to n~perate the facilities’ once in place; and, (3)
motivate the community to participate, Time1f project
implementation will also depend on the 1level of monitoring staff,
reduction. of the number of demolitions required to install the
current road and sewerage network design, and securing land for

rights of way and construction of facilities.

Are the agencies and units managing the upgrading component of ‘the

project in a coordinated and effective manner?

There is only one agency, JHP/PIU, that has the authority to manage
the upgrading project. A1l the other agencies, such as CHF; CFE,
USAID, and the units, Joint Task Groups, i.e., standing committees,
take their direction from JHP/PIU. JHP/PIU 1is responsible for
establishing and maintaining effective coordination among the
agencies, institutions and firms involved in the upgrading project.
At project start-up, JHP/PIU attempted to carry out all phases of
the/upgrading program. At present, JHP/PIU has restricted its role
to one of contracting end monitoring the execution of specific

project components.

JHP/PIU's current management style facilities project implementation

and is baseed on the realization that pfoject success is directly
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tied to the establishment and maintenance of a harmonious working

relationship with other agencies and units.

The standing committecs creoated by JHP/PIU are the principal
mechanism for maintaining good coordination. Through these
committees, representatives of the different agencies and
institutions involved in the Helwan Project are discussing and
resolving issues pertinent to the project. The committees, chaired
by JHP/PIU, constitute an important channel through which the

opinions of the different representatives are being exchanged.

Since several staff members of and technical advisors to the JHP/PIU
were once members of the agencies whose approval JHP/PIU requires
for project implementation, there are strong personal ties between
the project staff and key individuals working in these agencies,
e.g., General Jrganization for Greater Cairo Sewerage and Sanitary
Drainage (GOSSD), Cairo Wastewater Organization (CW0). Furthermore,
JHP/PIU has hired consultants on a part-time basis who presently
hg]d senior positions in the agencies responsible for approving

infrastructure designs and operating the networks after installation.

In addition, through the experience of working with contractors to
produce designs for facilities and infrastructure, JHP/PIU has
developed relationships with consultants who have a common

understanding of the requirements and objectives of the project.

5’;'/\
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This relationship provides a solid base for involving tne

consultants in the construction supervision of infrastructure.

Do all the aaencies and units invoivea snare a common set of views

on the Project's objectives under upgrading, the roles which

different actors have, reasons for successes and/or failures, and

future implerentation strategies? If not, how are the different

views affecting the chances for Project success? Can the

differences be overcome? How?

It is JHP/PIU's obligation to defire the meaning of upgrading, and
an overall implementation strategy. There is general agreement
among all agencies and institutions involved that upgrading
low-income settlements i{s an appropriate approach to urban

development in Egypt.

There is a concensus among the agencies involved in the project that
land tenure is an essential element and that the community must be
involved in the upgrading process from the beginning. There are,
however, different views on which elements and essential facilities
are required. It also remains to be decided whether cost recovery

is an acceptable objective.

JHP/PIU 1is beginning to address key issues related to the stated

objectives of the project. Until recently, JHP/PIU was totally
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involved in day-to-day operational issues and establishing an
effective mangement structure, JHP/PIU did not have an opportunity
to distance itself froﬁ the concerns of implementation and reflect
on the degree to which the stated obbectives are appropriate and

realizable.

Viewed' from those involved in the implementing and/or utilizing
project components, the community development process--reflected in
such activities as the vocational training center at Rashed, and the
HILP--is successful. To the extent that community facilities have
been built and are operating, this project component has also been
successful, The absence of the promised infrastructure has been a
disappointment to all concerned, but especially the residents of the

upgrading sites.

While CFE and the PIU share objectives of serving low-income people
and improving housing there are some differences in perceptions with
regard to implementation strategies of the HILP. The CHF and PIU
team considers the CFE to be inflexible in its lending practices.
The CFE, on the other hand, believes that existing income guarantees
are insufficient for sound banking practices. LCFE, therefore,
considers its role more as a financial service arm of JHP in HILP

rather than as a bank.

These perceptions may not affect project success in meeting

objectives but are not encouraging regarding the institutional
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replicability of the HILP by a banking institution tied to mortgage-

backed loans.

Lessons Learned

Some of the lessons learned to date have a bearing on future stages
of the effort, the design development and replicability of the

project. First, with recard %o the issue of beneficiary afford-

ability and cost recovery policy, it is important to establish a

clearer definition of target beneficiaries and to estimate their

capacity to pay for upgrading costs at the outset during the design

of the project. It is also imperative to define more precisely the

elements to be charged to beneficiaries and the extent to which they
are to be recovered. Without such clear guidelines, it is difficult

to evaluate the replicability of the project:

According to the ET's estimate, the project will certainly razover a

greater percentage of costs than is currently recovered under

current GOE housing and infrastructure programs. It is therefore an

rd

improved and rore renlicable model for providing services to

low-income arcurs., The level of subsidy for on-site infrastructure

provision could be halved in this project with 50 percent of on-site
costs recovered from low-inccme residents at the 25th percentile,
This demonstrates that it is possible to introduce cost recovery in

infrastructure sarvice programs and argues for a greater recovery of
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such on-site costs in GOE housing programs in general. A policy of
cost recovery, espécia11y from higher income groups, would allow

cross subsidy in favor of low-income groups.

A greater level of recovery, and therefore a reduced subsidy, would

have been perhaps possible if less than the traditional standards

for infrastructure had been applied. However, it is difficult to

tell whether the cost-savings on the introduction of reduced

standards may not have been offset by even areater delays 1in

implementation, given the reluctance of infrastructure authorities

to approve less than standard practices.

The lessons learned in Project Management and Implementation suggest

that introducing innovative programs and creating a new unit to

implement them, recuires more time than was originally foreseen. In

addition, management must be structured to be responsive to project

needs. The latter lesson has been absorbed over time. After much
trial and error, the JHP/PIU has come to realize that it cannot
single-handedly carry out all aspects of the upgrading program. It
haé; therefore, gradually limited its role to planning, funding,

coordinating, contracting and monitoring functions.

The amount of technical assistance reaquired to implement the project

in a tiﬁe]y manner was underestimated at the outset. At present,

the technical assistance tends to take a very literal approach to
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the contract tasks. This is due to past misunderstandings about the

functions to be performed by the technical assistance team. In this

project, it is important that technical assistance continue to be

utilized more to (1) rescond to the evolving nceds of the client.

and (2) to enccurace the client to test approaches that will have

s on the rate of imclementation and dearee of

ct

positive effec

acceptance of the procram.

The uzgrading mocel -proposed in the Project Paper, consisting of the

four corponents, apcears to be workable in .the Ecyptian setting. It

is too early in implementation to judge the Helwan upgrading project

as a possible model for future upgrading project in Egypt. Certain

aspecfs which have been operating and shown results certainly -

deserve consideration for future prqjects. The HILP and the commun-

ity development efforts to involve and familiarize beneficiaries

with various preiect compcnents fall into this category.

The approach o7 testing and evaluating programs which reauire

commuriity awarensess and involvement, such as was done for the HILP,

the” solid waste collection and the seweraae pumping trucks has

proved to be an effective way of intiroducinc "innovatiors" to the

community and aajring acceptance. This trial approach could perhaps

be tried for introducing "innovative" and less costly physical

infrastructure in future upgrading programs.

WP
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The HILP is an additional model that has merit not only for future

upgrading projects, but as a housing finance system that can

effectively reach low-income groups. "The demand for this program

has surpassed original expectations. The loans have been quickly
translated into tangible housing improvements. Some households have
actually built additional units. This demonstrates a backlog of
potential demand for housing construction and improvement credit on
reasonable terms. The HILP has successfully mobilized savings by
leveraging household resources beyond the credit amounts. An
important contrribution made by this program has been the addition of
rental units affordable to low-income groups through a combination
of the loans and household savings. TheA program is operated at
reasonable costs and represents a marked depa;ture from previous GOE
housing finance. 1t has demonstrated the viability of recovering
substantial amounts of the crst of credit even from low-income

beneficiaries.

If the HILP is to become a model for lending to low-income families,

attention should be paid to land titling issues as well as to

mechenisms for providinag alternative guarantees for loans that are

not secured by land. The program's effectiveness warrants further

support and providing mechanisms for mobilizing additional resources

so that it can operate on a wider scale.

a\
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The potential for expanding and utilizing the HILP as a means of
meeting credit requirements of Tlow~income groups may depend on
resoclution of the land-title issue. The HILP can best be extended
at limited AID/GOE cost if a financial institutioq will provide
credit from its own funds. Credit Foncier's position in this regard
is one of concern over credit being extended without the sacurity of
mortgages backed by land title. The absence of defaults on the HILP
does not seem to have convince CFE that income guarantees may be
sufficient and a viable alternative for lending to low-income groups
who rarely have land title.

One of the present constraints to the timely execution of the

bidding, contracting and construction of the infrastructure work is

the sensitive issue of demolition. The installation of roads and

sewers as presently designed whll require.the demolition ef some
houses and cesSpits. The delays to be encountered in resolving the
issue on a case-by-case basis could be completely avoided if JKHP/PIU
and AID would agree to allow the consultant and contrector enough
flexibility not to install roads and sewers where they would require
dem67ftion. This may require reclassifying some of the roads as
pedestrian walkways and exc]udipg some limited areas from having

direct connection to the sewerage system.

The efficacy of project management is directly attributable to the

extent to which the JHP/PIU can maintain a very lean, flexible

\O\’V
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structure dedicated to contracting and coordinating upgrading

activities. This structure needs to be staffed by a few key, senior
staff who can handle all areas of contract management and
construction monitoring ana iie technical specialities of water,

sewerr and roads. In addition, if upgrading programs are to be

replicated in other settlement areas, JhP/PIU needs to have the

authority to (1) retain the revenues it receives and, (2) coordinate

the work of other, local government agencies carrying out upgrading

activities.

To help JHP/PIU meet Project objectives more rapidly, USAID should

assign a full-time U.S. field engineer to work with the PIU,

prefereably at the project site in Helwan. This person would be a

field engineer who could collaborate with the PIU field engineer to
resolve technical problems that will arise in the course of
{nstal1ing the infrastructure. This engineer would also identify
major issues that need to be referred to JHP/PIU management for

discussion and decision.




ANNEX B
Helwan Uparading Project

Documents reviswed: Title, Agency/author, Date.

Document titie

*(General Lucu ients)

Project Pep=r

Final Engin=erinc Feasibility
Report (2 vols)

Project Grant ~creement

Project Implementation Plan

Project Implemantation Plan
(Draft

Important Lews and Regulations
regarding Land, Housing and
Urben Develonment in the Arab
Republic of Fagypt

Relocation and Upgrading
Community Programs for
Urben Settiements

Informal Hecusing in Egypt

Assembled Results of the Four
rRounds Housshold Budget Survey
in the ARE {1974-75)

Role of the Credit Foncier
Egyptien in the Housing and
Community Uparading Project
for Low-Income Egyptians

Ecorcmic Finance: An Analysis of
the Prespects for Increased
Activigy

Housing and Cenmmunity Upgrading
for Low=Incone Egyptians:
Finel Evaluation Repory

Naticnal Urkbon ﬁo1icy Study:
Urban Greowin and Urban Data

Income Daté on Helwan Factory
Workers: ricico (Billand to
Scandar)

Agency/author

USAID
ES Parsons

USAID

JHP/PIU/CHF
JHP/PIU/CHF

Joint Housing Teams
w/USAID & MOHR

National Center for
Social and Criminological
Research

Abt Associates

Central Agency for

Public Mobilization

and Statistics CAPMAS

Richard Pratt Assocs.

Nat'l Savings and
Loan League

Robert Mathan Assocs.

PADCO, Inc.

CHF

78
30-1X-78

VIII-78
X=-81
IV-83

VII-78

V-78

1-78
IX-78

78

I11-81

Vi-82

VII-82

14-111-82




Market Research, Helwan New
Community Residential Comparison

Housing Finance: An Analysis of the
Prospects for Increased Activity

Housing and Community Upgrading
for Low-Income Egyptians:
Final Evaluation Report

PIU-HILP Monitoring Reports

CHF Progress Reports

The Off-site Sewage Collector
Data Inventory Report/on-site

The O0ff-site Sewage Collector
Study Report/on-site

The Off-site Sewage Collector
Study Report/off-site

The Off-site Sewage Collector
Basis of Design report/off-site

*(Site specific documents)

Arab Ghoneim
1. Socio-economic survey
A. Arab Ghoneim: A case study of
an urban settlement in
Greater Cairo

B. Izbet Sidai and Arab Ghoneim:
Data Inventory Report for
Arab Ghoneim

Pe

C. Arab Ghoneim and Ghoneim
Baharia:
Data Inventory Report

2. Urban Plan
A. Izbet Sidgi and Arab Ghoneim:

Land ownership for Arab Ghoneim

Mokhtar A. Salah
Nat'l Savings and
Loan League

Robert Nathan Assocs.

PIU of the JHP
CHF /consultant to
Pro. Imple. Unit/JHP

AAW/BTE
AAW/BTE

AAW/BTE
AAW/BTE

Nat'l Ctr. for social
and Criminological
Research

AAW/BTE/SEA

AAW/BTE/SEA

AAW/BTE/SEA

B-2

81-82

111-81

V1-82

81-

111-84
Vi-84

1v-84
VI-84

79

X11-83

1-84

1-84

W



Arab Rashed
1. Socio-ecoromic surveys

A. Arab Rashed: A case study Nat'l Center for
nf an urban settlement in Social and Criminological
Greacter Cairo Research

B. Arab Rashed: Report on P.B. Sabbour
Economic Analysis

C. Arab Rashed: Social and ' P.B. Sabbour

- Economic Analysis

D. Arab Rashed: Economic Analysis P.B. Sabbour
(Draft)

Preliminary Design

A. Arab Rashed: Preliminary P.B. Sabbour
infrastructure design standards:

(2) water supply Phase I and II, (b) sewage
disposal/phase 1 and II, (c) electric distr.
system, (d) telephone system, (e) street
improvement

8. Arab Rashed: General condition P.B. Sabbour
technical specificaticns and bill of
quantities: Phase I - water supply and
sewerace, and site drainage ' '

C. Arab Rashed: Design rerort P.B. Sabbour
Phase Ii - Water Supply and
Sewerage, Street Improve. Ele. distribution
and telephone system.

0. Arab Rashed: Urban Planring P.B. Sabbour
Planning Studies and Analysis
Planning Criteria and Stds, Proposed Plan

E. Areb Rashed: Soiid haste
Compcrant
International Envr, Quality

F. Arab rashed: Stratesies for Envr. Quality
upgrading solid waste ‘
management in Cairo: International
policies and prograws

G. Areb Pashed: Trieal Household Envr. Quality
solid waste collection
program International

B-3

79

1-11-82

7-111-82

2-11-83

28-1v-82

IX-82

10-111-82

IvV-82

12-111-82



3. Tender Document

A. Arab Rashed: Tender Document P.B. Sabbour
Technical Specs. Phase 11
Infrastructure - 1st General Conditions

4, Monthly Reports

A. Arab Rashed: P.B. Sabbour
(Reports 2-21 except 1, 3, 4)
5. HILP
A. HILP Beneficiary: Limited PIU

field survey

Izbet Sidqi

1.

Socio-economic surveys AAW/BTE/SEA
A. lzbet Sidqi and Arab Ghoneim:

Data Inventory Report for Izbet Sidqi

with Appendix

2. Urban Plan

A. lzbet Sidqi and Arab Ghoneim: AAW/BTE/SEA
Land Ownership for Izbet Sidqi - vol. 1

B. Izbet Sidqi and Arab Ghoneim:  AAW/BTE/SEA
Land lse
Report for Izbet Sidqi

C. Izbet Sidgi and Arab Ghoneim: AAW/BTE/SEA
Design Report for Izbet Sidqi 3

"~ 3. Economic Analysis

A. Izbet Sidqi and Arab Ghoneim: AAK/BTE/SEA
Economic and Financial Analysis for
Izbet Sidqi

4. Documents

A. Izbet Sidqi and Arab Ghoneim: AAW/BTE/SEA
§gope of Contract: Izbet Sidqi

B. Izbet Sidqi and Arab Ghoneim: AAW/BTE/SEA
Contract I-Conditions of Contract
for Izbet Sidqi

C. Izbet Sidqi and Arab Ghoneim: AAW/BTE/SEA
Contract II:
Contract Documents and Technical
Specification - N&S Pumping Stations and
Package Sewage Treatment Plant for
Izbet Sidqgi

B-4

31-XI1I1-81/
31-VII-83
VIi-84

VI-83

X1-83

IX-83

XI1-83

111-84

84

1v-84

11-84



Ghoneim Baharia
1. Socio-economic survey AAW/BTE/SEA
A. Arab Ghoneim and
Ghoneim Baharia:
Data Inventory Report

2. Preliminary Designs . AAW/BTE/SEA
A. Arab Gheneim and
Gheoneim Baharia:
Study Report

B. Arab Ghoneim and AAW/BTE/SEA
Ghoneim Baharia:
Design Report

3. Documents
A. Arab Ghoneim and AAW/BTE/SEA
Choneim Baharia: .
Scope of Contracts

Izbet Zein
1. AILP Program
A. Prcposed Home Improvement - CRF/USAID
Loan Trial Program and Evaluation of the
Home Improvement Pilot Program in
Izbet Zein

Ghceneim E1 Eaharia, Kafr E1 Elw

Izbet Zein and E1 Bagour

1. Proposals

A. Preoposal for Consulting Serv. AfH/BTE/SEA

for Planning Studies for Ghoneim E1 Baharia,
Kafr E1 Elw, Izbet Zein and E1 Bagour:
Sewerage System for H2lwan E1 Balad
(Technical and Financial Proposals
2 volumes).

B-5
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Iv-84

X11-80
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ANNEX

Agencies visited and Individuals Interviewed during the Mid-project Evaluation
of the USAID Projezt - Community Upgrading for Low-Income tgyptians. ;

Agency
Joint Housing Projects (MOH)

Project Implementation Unit (PIU)

Credit Foncier Egyptien

Cooperative Housing Foundation

Individual .

YousseT tl| Rafie, Chairman

Ihsan Sheri, Dir., Land tentre
“and Economic Affairs

Adel Scharabas, Gen'l. Sec'y

Farouk Sadek, Legal Affairs

H. E1 Wakeel, cons., Technical
Affairs

Salah El Essawi, Hd., Finance
and Administration

Ghayatti, Hd, Evaluation

Fawzi Guirguis, Conms.,
Technical Affairs

Halim Scandar, Gen'l Mgr.

Hohammed Maher, planning dept.

Yousef Ragheb, Cons., Engineering
and Planning Dept.

Mohamed Foda, Dir., Upgrading
AReas

Emad E1 Tobki, Cons., Site
Engineer

Ibrahim Dessouki, Architect,
HILP Program

Wadie Nashed, Cons., Engr.

Nabil E1 Kholi, Social Team, HILP

Eagaa Khalif, Social TEam, HILP

Aly Abdelal, Cons., Accountant

Aly Salam Gomaa, Act'g Chmn

Alexandar Pallange, Gen'. Mgr.

Azmi Riad, Mgr. helwan Branch

Mohamed Hassan, Helwan Branch

Mohsen, Progr. Coord., SCE
Helwan Branch

Charles Billand, Team Leader

Barry Frazier, Architect

Jeffrey Stubbs, Economic and
Financial Advisor

John Driscoll, Administrative
Advisor

Sawsan E1 Messiri, Dir., Com. Org.
Program

Alber Wahba, Engineer

Salah Zaki, Inst. Dev. Spc.



United States Agency for
International Development

Ahmed Abdel Warith, Engrs._

Sherif El-Hakim & Assocs.

P.B. Sabbour

C-2

. Fred Zobrist, Office Director,

DRPS/UAD
David Painter, Project Officer
Eglal Oghia, Project Officer
Nabil Saba, Engineering

Dr. A.A. Warith, Project Dir. \

M. Hassan Morsi, Proj. Mgr.'Alan Reid,
Proj. Mgr.

Fathy Abdel Latif, Engr.

Said Fahmy Mohamed, Engr.

Yousef E1 Gamal, Engr.

Mohamed Awad, Engr.

Hamdi Kech, Engr.

Sherif M. El1-Hakim, Pres.
lahmoud H. Ahmed, Economist
Omar A. Salama, Mgr.

S. H. Hassaneum, Arch/planner

Hussein Sabbour, Pres.
Rmases Attala, Proj. Mgr.
Derrick A. Anderson, Pers.

—— — ——
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Looking ‘east across railroad at
typical public housing fram Arab
Ghoneim School.

Iooking west fram Arab
School.

Iooking south east from Arab
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