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EVALUATION OF PRESENT PROGRAMS

I. AIDED SELF-HELP {ASH) PROGRAM
A. Technical Evaluation

A history of programs or information covered in previous USAID documents

will not be repeated in this report. The emphasis will be on actual perfor-
mance to date and on any changes which have occurred since earlier reports.

The technical evaluation will cover the following areas: (1) unit produc-
tfon; (2) design standards; (3) project costs; and (3) capacity of technical
staff,

The ASH program has and 1s continuing to evolve and adapt to charcing
conditions and needs. Some of the racent changes {nclude:

) Combining of the model villages, fisheries and electoral housing
programs, with the ASH program,

° Modifying the building materials supply process. Originally, the
Building Materials Corporation (BMC) purchased and delivered all
materials to the project sites. The first change was to establish a
department within NHDA to take over purchasing and distribution.
The latest change has been to require the maximum use of 1local
materfals. Individual owners will be responsible for the acquisi-
tion of materials and encouraged, where possible, to manufacture
materials on the site,

° Some ASH schemes are hefng done successively in urban areas as part
of the Electoral Housing Prugram.

° Unit designs have been wudified to reduce costs and to hetter meet
the needs of the target population, There has also been some
1imited experimentation with smaller unfts and core houses.

It 1s felt that all of these modifications have improved the programn and
will make 1t more productive and responsive to housing needs. However, some
of the changes such as the maximum use of local materials have not yet heen
Integrated Into the program at the district level. Thus, continued effort
will he necessary to distribute new directives and assist district personnel
In thefr implementation,

1. Unft Production - As shown in Tahle 7 of the Housing Needs Study,
the combined ASH programs have been the most productive of the public sector
completing 24,973 units between 1970 and 1981 with an addi tional 18,164 units



under construction. Even though the program will not reach the original goal
of 50,000 units, production is stil impressive when compared with the 4,800
units built under public sector programs between 1971 and 1977. However,
production has recently been reduced by lack of funding and by periodic .shor-

tages of building materials. The )atter problem should be solved by the use
of locally produced materials.

2, Design Standards

° Unit Designs - In the early rhases of the program the most fre-
quently nsed plans were not well designed for traditional rural 1ife
styles and were expensive to build. Revised plans are greatly
improved and there has heen experimentation with reduced floor areas
and core house designs.

) Infrastructure - Standards appear In most cases to bhe {n keeping
with the needs of the target population. Streets are Yaterite with
open graded channels for drainage. In rural areas water supply 1s
usually from community wells, whiie toilet facilities are usually
Individual units on site. Water seal privies or double batch com-
posting toilets are the most comonly used. Since there were indi-
cations of displeasure by residents with the composting toilets,
continuing education and follow-up will be needed to insure proper
use. Designs for wurban arcas have used on-site systems where
possible,

0 Land Use - In rural areas density and Yot size are not major {ssues
since 1and 1s not expensive and residents often have gardens adja-
cent to their houses. Efforts have been made to relate plans to the
existing sita conditions and development.

The plans for urban areas, while single >torey, have a density that {s
considered acceptable for low-income urban areas. A recently
designed scheme for core houses {n Colombo has a dernsity of 45 units

per ccre,

3. Costs - Because of rapid inflation in building costs tram 1979 to
1981, the cost of 3 standard materials package has {increased from around
RS, 15,000 to 17,000 in 1979 to near Rs. 30,000 today. As a result, the NHDA
has been forced to modify designs and materfals to reduce costs, Expert.
mentatfon with local building materials fndicate that costs can be kept to
araund Rs, 20,000 to 22,000 for the standard house,

4. Capacity of Technical Staff - Attracting and keeping qualified tech-
nfcal staff haw heen and will continue to he difficult for the NHDA. $»f
Lankan professionals are attracted hy the significantly higher salaries
avallable in the local private snctor a. well as ahroad, particularly the
Middle East.



An ODA technical assistance team of two architects and one engineer with
the NIDA for the last three years has improved the planning and design capa-
bilities for the rural ASH programs. Even though the TA team will leave
before the end of 1982, the present staff jias sufficient experience to con-
tinue effective development of this program. Possihle problem areas are:

° The expertise for the rural program will te lost {f the high turn-
over rate continues.

(] [f the ASH program {s expanded into the urban areas, the technical
staff will lack cxperience 1in dealing with the more complex

probl ems,

° There 1s a lack of experience with contract adminfstration and site
supervision,

° The dissemination of technical expertise to the district levels is
not efficient.

8. Administrative/Financial Aspects

L. Program Evolution - The Rural Housing Program fis resently the
gevernment's major 1ow-income program serving primarily the rural poor. Only
1n 1979 when 1t was transferred from the Nationa) Housing Department (NHD) to
the National Housing Development Authority (NHDA) did the program begin to
have an impact. While there were anly 3,484 completions fn that year, some
18,400 units were under construction. This was due mainly to a dece-tralized
adninistration under which District Managers had the authority to select
sites, authorfze starts, and dishurse funds. However, after 1981, due to a
combination of increased program popularity and decreased funding, starts
were contrnlled by NHDA headquarters. In fact, due also to a lack of funds,
the Electoral Housing Program wa< «witched from dfrect construction to af ded
seVf-aclp in 1981 and stopped at 10 houses per electorate, {instead of con-
tiruing to 40 and 50 houses per elactorate as planned. Thus, of the 14,164
houses fn the program still under construction as of August 1982, only 3,820
belanged to the 30 house E-H schemos,

The discontinuance of the {lectoral Housing Schemes alcng with the
housing Toan program are probably the major reasons for the ¢xpected 24,000
unit shortfall fn the 100,000 unit program, 1f the housing loan program,
which had already exceeded fts goals, had heen continued, the goal might have
been reached. However, due to fund |imftatfons and poor recovery of existing
loans, the program was discont{inued,

The theme of "Yack of funds" hay run through the foregoing paragraphs,
Actually there have been substant{al budget allocations to the housing and
urban development sector (running fream 7 percent to 14 percent of the capftal
hudget). However, the Rural Houwtny Proqram has had 1o continually compete



for funds with the Urban Housing (Dircct Construction) Program. Given that
the latter had to honor f{nternationa) contractual obligations which were
often far above estimates and that hudqget funds come to the NHDA in "block"
amounts, there has been no questfon that the Urban Housing Program has had

priority claim,

This 1{s where the leverage »f AIND/HG funds can be brought to bear,
However, as far as could be ascertained, no formal allocation mechanism or
"1ink" of local funds to HG funds has as yet been establisned. In other
words, the Ministry of Local Govermment, Nousing and Construciton (MLGHC) and
Treasury officials have not agreed as yet to establish a budget {tem or {tems
for eligibie housing programs against which forefgn exchange could be dfs-
bursed. Further, while the Housing Management Study made specific recommen-
dations on productfon forms and other supporting documentatfon for HG
drawdowns on the Rural Program, key officials of the NHDA had not as y2t seen
the Management Study. Although the Direct Construction Program should bhe
completed by the end of 1983, 1t would seem appropriate now to establi{sh a
formal budget allocatfon mechanism with conditions precedent for NG
drawdowns, thus, giving the Rural Housing Program (and other eligible AID
programs) greater leverage for necessary funding In the future.

2. Cost Recovery - According to the latest "Progress Report on Rural
Housing Recoveries,” the accumulated arrears as of June 1982 were
Rs.6,465,526 (US $323,276). 1In June, only 11.4 percent of the total rent due
on all programs for the month was collected, while 4.8 percent of the total
amount due (Including arrears) was collected, The breakdown of the total
arrears by sub-progeam i« as fol lows:

Amount
1. Electoral llouses (20 houses) 113,353
2. AS.H, and £-1 (30 houses) 1,943,578
3. Model Vi1lages 4,249,823
4. Fisheries MNouses 156, 000
Rs.6,462,754

Obviously, the Model Village Program comprises the hulk of the arrears,
In sfite visits by the team, howsver, {1t was ascertained that hardly any
fanily totally constructed the houses thinselves. While they did carry out
most of the unskilled labnr, they hired «killed masons and carpenters, often
going into deht at local banks - or moncylenders - to pay for them, These
repayments therofore come firgt,



This 1s only one reason for the massive arrears. Perhaps the major cause
Is the fact that the orfentation of the program 1s sti11 on production nf
nits. The NHDA staff, especially the Nistrict Managers, have not. come
around as yet to the importance of Estate Management. In fact, an Fstate
Management Department (Rural) was only established in the NW  at the end of
1981, Although the staff {s sti11 small and has just begun .o keep records,
they are working on a debt reduction program in cooperation with the Rural
Housing staff in which coust recovery will be treated as an integral part of
overall community development and possible employment generation efforts.
It 1s felt that in order to achieve effective cost recovery, the NHDA must
better understand the priorities of the people, when they have money (e.g.,
fn harvest season) and when they don't, and gear collection programs to these
cycles, not necessarily monthly payments. A study ascertaining the spending
and borrowing habits and earning capacity of the peopie, and where housing
fits in their sets of priorfties would, therefore, be worthwhile in designing
any community development cum cost recovery program,

3. Affordability/Level of Subsidy - There has been great deal of
discussion hetween USAID and the GSL on the affordability of its shelter
solutfons and the level of subsidy fnvolved 1n the Rs.50 per month payment
under the ASH low {ncome program According to {nformation sunplied to the
team, 1t has recently been agreoid that Full capftal cost recovery will be
obtained on the USAID supported programs. This would be in the form of a
Tump sum payment at the end of 10 yoars which would be the difference bet-
ween Rs,. 18,000 and the actual cost of the unit, i.e., the huilding materials,
This agreement, however, secis not Lo have yet been otfictally communicated
to the field staff, Based on fleld trip conversations, the District Manaqgers
spoken to were unaware that full capltal cost recovery was to he attempted,

In NHDA headquarters, however, the hasic Rent Purchase Agreement.  has
recently been amended to state the followlng:

“14. Once the estimated cost has been pafd to the
satfsfaction of the owner, the National
Housing Development Authority shall execute a
decd of transfer In favor of purchaser and the
cost and expense of the transfer deed shall he
borne by the rent purchaser." (Unofficial
translation, )

While the foreqofng 1s not a clear statement that the fyll capital cost will
be recovered, 1t does give the NHOA the flexibility to define the "estimated
cost," and the payments that will satisfy 1t, Further, under the new proqram
the people will huild as much a5 passihie from Tocally avatlable materfals
and be retmbursed for two-thirds of the aquivalent ot of convontional
matorfals by the NHDA, Thic wn ot wil)l bhe far less than  the present



estimated cost of materfals, 1.e., closer to the present payment of Rs,50 per
month.

In this pre.election period and most 11kely unti) Parl{amentary elections
are held, 1t fs probably to he expected that campaigns for full cost recovery
will not be officially announced and communicated to field staff, let alone
the people. Perhaps the most important factor which will affect the ultimate
reduction of subsidies in the ASH and future GSL housing programs {s the
desire and {ntent on the part of key goverrnment officials to base future
programs on target population affordability. This {ntent was not only
expressed verbally to the Team but has been proposed 1n various papers to the
ad hoc Housing Planning and Policy Conmittee composed of representatives 1n
the Ministry of Local Govermment, Housing and Construction and related
institutions, Members of this Committee have already begun to think of prin-
ciples on which to base future policy and programs -- affordability and full
cost recovery being among them. In order to assist this Committee 1n {ts
del{berations and provide a rationale for these principles, the following
estimates of the level of subsidies under the Rural Housing Program have been
calculated. The estimates are based on the most recent cost {nformation to
the Team and should be taken as orders-of-magn{ tude.

Table 1 essentially calculates the difference between the current cost of
the units and the present value of the 30 year stream of Rs.50 monthly
payments (Rs.10% per month {n the case nf middle {ncome housing), 1.e., the
per unit revenue, The difference or unit subsidy {s then multiplied by the
nimber of unfts to estimate the total subsidy. It can be seen from the tahle
that compared to cost rrecovery at 6 percent the total program subsidy {s on
the arder of Rs.800 mi)1ion ur 25 percent greater than the projected 1983
budget for houstng, If costs were recovered at a market rate of 14 percent,
the program subsidy is nearly Rs.1 bill{an, {.e., the annual amount of former
budgets and nearly 2.5 times the projectod 1984 housing budget.

IT. SLUM AND SHANTY UPGRADING
A. Technfcal Evaluation

The program of the Slum & Shanty Upgrading Division (SSD) of the Urban
Development Authority 1s intended to improve infrastructure for existing slum
and shanty areas, In slum areas improvements are usually confined to water
supply, drafnage and sanftary facil{ties, while in shanty areas {mprovements
also include roads, footpaths, grading and community facilities as well, In
the case of shanty improvement schemes, much of the work has, therefore,
involved rep'acement and/or relocatfon of famflies to new unfts. Thus, the
SSD program has per force expanded nto areas of 1and development and housing
construction which, to a certain extent, duplicate activities of other agencies
and are beyond the orfginal scope of the project.

1. Unft Production - Table 2 shows the annual production of the $SD
from 1ts start in 1979, Projects containing Just over 1,100 unfts have been

-ﬁ-



TABLE 1

ESTIMATED LEVELS OF SUBSIDY IN THE RURAL HOUSING PROGRAM

(1)

i2! (3) (4) (5) (6) (7) (8} (9)
TYPE . OF WMITS ST TGTAL REPAYMENT PRESENT VALIE & FEPAYMENT AT: UNIT SUBSIDY  UNIT SUBSIDY  TOTAL SUBSIDY TOTAL
1978 - 1982 (2) IN CURRENT PRICES T IN Wi AT 62 AT 142 AT 63 SUBSIDY
(2) - (9) (2) - ¢5) {1) x (6) AT 143
11,000 RS.) (13 x (7}
{1,000 8.}
FU ' £ 000 . 8.0 2, 38; 8,220 18,560 22.7% 133,720 *e 750
2. m-2 1,200 & 2s0it) 1}, 800ic} 17,513 8,852 22,737 31,388 27,284 37,666
311,004 234, 826
MOTES:

{2} For total program see Tatle 7 of Housing Weeds Study. Assumes 35 low {ncome units per one aiddle income unit.

3 warerials cost of Rs.35,000 plus 15 sercent NMOA averheads.

{2} 35195 per mcnth for 30 moaths nlus downpayment of IG percent (Rs.4,000).

Source: SADCD Estimate, Septamder 1932
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completed with work in progress on another 2,381 units bringing the tota)
units involved in improvement projects to just under 3,500. This {s 40 per-
cent of the units proposed for upgrading under the program and 9 percent of

the 38,820 estimated fmprovised urban units 1n the country.

TABLE 2
SLUM AND SHANTY UNIT PROGRAM

1979 1980 1981 1982 (End of Totals
o o . August)
Slum Upgrading
Completed 0 58 k) 429 805
Under Construction 110 660 571 864
Shanty Improvement
Completed 0 0 0 302 302
Under Construction 302 1,686 1,819 1,517
Total Completed 0 56 - 318 731 1,107
Total Under Construction 412 2,346 2,390 2,381 2,381
3,468

.ore - - -e v s povmn..

Source:  Slum & Shanty Divisfon, Urban Davelopment Authority,

The difficult tasks of developing the program and getting the first projects
completed have been accomplished; but now activities need to he expanded {f
cond{tions of the urban poor aru to he improved. For example, 1n order to

wipe out the backlog of t.orovised and overcrowded housing during a 10 year
perfod, 1t will he necessary to produce or upgrade 8,552 ‘units a year (see

Table 6 of the Housing Newds Study),



2. Design Standards

° S{te Selectfon - The SSI staff has done an excellent Job of
establ{shing design criteria for the var{ed and compl {cated con-
ditions found {n upgrading projects. Project selection goes through
a three-phase process. 0Once a site has been fdentified, a complete
investigation 1s made to verify that no other projects are proposed
for the same site. Following this, a feasibility study s made to
fdentify any major technical problems, statutory requirements or
alternative uses which would exclude the area from upgradin?.
Finclly, the project 1s scheduled for implementation based on addi-
tional criterfa. Since onlr a few of the shanty areas in Colombo can
meet the criterfa to quallfy for {mprovement, the remaining areas
will require replocement sites.

° Infrastructure - Standards are desfgned to meet basic health and
sanitation needs at a minimum expenditure. In most areas services
are provided by standpipes, public toflets and shower facil{ities.
However, there have been some complaints that the standards are too
Tow,

° Land Use - The maximum acceptable density 1s 60 unfts/acre with a
preferred density of 45 unfts/acre.

3. Cost - The costs of projects differ considerably depending on
ex{sting conditions and the tyres of improvements provided. The least expen-
sfve project cost was Rs.491 per unit while the most expensive had an est{-
mated cost of over Rs.23,000 per unit. The latter cost was due to
substant{al requirements for plot regularization and family relocation. The
average cost of shanty improvement projects at Rs.10,418 {s almost double the
average cost of Rs.5,815 for slum upgrading activites. The costs of the slum
projects and most shanty projects are, thus, quite 1ow particularly when com-
pared to the cost of new direct constructfon. The feasibil ity of sYum {mpro-
vement projects, however, must be looked at more closely since costs of over
Rs.23,000 come close to the cost af new self-help units, At the present time
there 1s no cost recovery 1n the SSD projacts.

4. Capacity of Technical Staff - The SSD has the same problem as NHDA
In recrufting and keeping qualified technical staff. There are efght or nine
project officers who, with two assistants each, supervise project
implementation. Most of the staff does not come from a technical background,
Presently, there is only a part-time sanitary engineer (soon to Yeave) and
two assistant architects on staff. The Director of the SSD foels they cannot
axpand the program beyond {ts  present.  levels bhecause of staffing
difficulties.

Lack of technical staff has also created problems with project implemer-
tatfon. Several approaches have been tried or are being cons{dered
{ncluding:



e Turning {implementation over to the Common Amenffies Coard (CAB)
which has been unsatisfactory and expensive.

° Involving NGO's, which has worked well but has 11imited application,
) Using the Engineering Services of UDA,

° Setting up a divisfon in SSD to handle tendering and construction
supervision,

It 1s felt that none of the ahove approaches 1s fully satisfactory
because they efther remove control from the plasning agency or create new
personnel and staffing problems for the SSD. There are three other areas
where staffing problems could result.

o The development of sites and services schemes and new house
construction as replacement for shanty areas.

° The starting of a housing 1o=n program which {s under consideration.

0 The cxpansfon of the program into other urban centers outside of
Colombo,

B. Administrative/Financial Aspects

1. Program Evaluation - This section gives a brief assessment of (a)
the present actual organfzation and staffing of the SSD, (b) an outline of
what 1t presently does, (c) a summary of recommendations made by various
missfons and persons regarding the future of the SSD, and (d) an outline of
what the SSD 1tself thinks about the above as well as 1ts own felt needs and
priorities.

To take (c) first: a general consensus among forefgn aid and foreign
consultant missfons, as well as at least one Sri Lankan evaluator, has been
that the SSC {s fn an anomalous position in the UDA, a planning agency whose
matn cmphasis {s on the development of major adninistrative and commerc{al
complexes 1n Colanbo and other urban centers on the island. It has been

enerally recomnended that SSO should be attached to the NHDA and that while
t should retafn a separate fdentity, it should be closely affiliated to the
ASH program, with which it {s seen as having increasingly common concerns.
Another factor 1nf1uenc1n? this reconmendation has been that SSD's funding
for 1ts programs is channelled through NHDA.

Other general reconmendations have heen that:

° SSD should become the implemantiing as well as the planning organi za-
tion for slum and shanty upgrading;



o  Staff, adninistrative support and funding should be increased (there
are no suggestions as to exactly how much);

@  The SSD should develop mechanisms for recovering costs on:

- land titles gfven;
- materials loans; and

- capital cost of unfts conatructed plus a small amount of
interest.

How do these recommendatfons fit in with the SSD's present activities and
achievements to date? With respect to the first recormendation, thz AID
Housing ‘Management Study stated that a spacific study should bhe carried out
on the implications of SSD joinfng NHDA. This study has not been carried out
as yet. However, the assumption that SSD will necessarily function better
under the NHDA might be questfoned. In the first place, the SSD grew
"historically” out of the same organization (the Colombo Master Plan Bureau)
as did the UDA. While it may have been and may st{1l be true that the SSD {s
anomalous 1n such an organizatfon as the UDA, {ts position and relationships
within this body appears to have deviloped and strengthened over the last
three years. The SSD has a good working relationship with a supportive and
comitted Chafrman; 1its other most important relationships within the
organ;fation -- land acquisition and finance -- are also working fairly
smoothly.

In temms of a closer affilfation with the ASH program, this 1s desirable
but could be developed more particularly through an fntegrated and cohesive
hous{ng policy. Close relationships between ASH and SSD top management
already exist,

The separation of {mplementation from the planning activities of SSD has
also been categorized as undesfirable. It has particularly been recommended
that SSD phase out the use of the CAB in impl ementation of their projects.
In fact, SSD has recently recefvad authorfity to carry out their own ten-
dering, which wi1l no doubt result in the elimination of the CAB from most of
their projects as they recognfze the extra costs that use of the CAB entails.

The implementation capacity of the SSD 1s now greater than 1t used to be,
although there are still soms very {important gaps. Thefir {nvolvement 1in
physYcal upgrading fs primarily supervisory, as they have no buiiding or
infrastructure construction capacity themselves. They are involved in socio-
economic welfare programs, but evan this area {s weak. The whole section
needs organfzing and expanding as well as strengthening of {ts relationships
with bot vernment and non-government soctal wel fare, community develop-
ment, and health and employment creation groups. The NGOs working on $SD
projects, on the other hand, arec directly involved 1n all aspects of
upgrading,



An additional problem from the SSD's point of view {s the multiplicity of
organizations carrying out infrastructure upgrading -- CAB and the CMC both
carry out upgrading {ndependently from the SSD. Many community development
organizations also carry out a multiplicity of activities 1n an uncoordinated
fashion,

The SSD would, of course, 1ike to have the increase in staffing, admin-
Istrative support and funding that has been recommended, but it has i1ts own
prior{ties based on 1ts experience and knowled?e of {ts capacities. First of
all, establi{shment of clear government and-pol{tical support for the slum and
shanty upgrading program 1s a priority of the SSD. The development of a
comprehensive and {ntegrated housing policy clearly delegating areas of
responsibi1ity {s also seen as a priority.

The highest priority within the SSD {tself is seen as an {increase in
technical staff. The division has had problems in s nding 1ts budget partly
due to a lack of technical capacity (about Rs.20 mi{111on out of a targetted
Rs.32 mi111on will have been spent by the end of FY 1982).

An increase 1n socio-economic program capacity 1s seen as following an
increase 1n technical capacity, and onuy then would an increase {n funding be
desfrable. This approach seems pract{cal and realistic, although the SSD
foresees problems, and has had problems, in obtaining and keeping ?ood tech-
nical staff without at least an fncresse in the prestige and priority of the
SSD program,

To sum up, while by no means fully equipped or capable of dealing with
the task fn hand, the SSD has been making progress in estab1ish1n? 1tself and
expanding {ts activities and capacities. As {t {s nearing the point where 1t
could be organized to take on a great deal more responsibilties, any
necessary studies! should be carried out very soon, before the SSD becomes
too firmly entrenched 1n {ts present situation.

2. Affordability/Level of Subsidy - The present Slum and Shanty
Upgrading Program 1s completely affordable to the target population primarily
because there are no charges, {.e,, the level of subsidy 1s 100 percent.
However, {f this program is expanded 1n the 1983-87 Plan as {ntended, 1t must
be ptt on a far more rational, sel f-financing basis. The present workload
covers roughly 10 percent of the total slum and shanty areas in Colombo which
seoms to be the present capacity of the Division,

Since there will have to be substantial cost recovery under any expanded
program, the Team investigated one of the NGO's shanty upgrading exercises on
the theory that shanty dwellers are often able and willing to pay more than

1 As recommended 1n the AID Housing Management Study.
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Goverrment charges on fts forma) schemes. While the self-help construction
process of Kirillapone has been used as a model for the ASH program, other
aspects of the project could certainly be used as a model for an expanded
slum and shanty upgrading program. For example, present {nhabftants are
taking loans at 3 percent for 16 years to repay the materials and lahor for
their houses, Repayments for the loans average Rs.98.50 per month, Out of
the 44 famil{es who have taken the loans, only 3 families are over 3 months
in arrears, while 8 families are 2 to 3 monlhs in arrears -- some of which
could be due to tardy processing by the Penples' Bank. However, in a 1979
survey of residents, fully 86 percent stated they could not pay over Rs.75
per month (Rs.100 per month {n 1982 at a 10 percent rate of increase).

There has been intensive technfcal ass{stance and comprehensive develop-
ment, including training and employment generation, in Kiri{11apone. .lowever,
the project was established as a demonstration to éovernment. Thus, 1t seems
worthy of further {nvestigation to ascertain which components could be repli-
cable in a wider, more cost effective urban basis. For example, 1f survey
and title registration techniques could be streaml{ined, occupants could be
charged for the serviced or upgraded glot to which they would have 1legal
tenure. At an average cost of Rs.5,815 at 3 percent for 30 years, monthly
payments would be Rs,25, and for shanty upgrading (average cost of
Rs.10,418), Rs.44 per month. These should be well within the paying capacity
of most famil{es; however, socio-economic surveys would have to veri{fy com-
munity affordabfl{ty,

J1I. DIRECT CONSTRUCTION PROGRAM

A. Technical Evaluition

Since the Direct Construction Program of NHDA s not funded by the HG
loan, the team had orfgfnally not planned to review its programs, but on
discovering 1ts influence on other housing activitfes 1t was deci{ded an eva-
Tuation was necessary, Unfortunntclr. the Team was not able to obtain
dﬁtaiied cost and budget data on the lirban Housing Program requested from the
N DA.

1. Unft Production - The output of the Direct Construction Program bet-
ween 1978 and 1982 1s shown in Table 7 of the Housing Needs Study. At the
end of August 1982, 10,005 units had been completed with an additional 4,011
units under construction. The last of these units should be completed by
June of 1983, An additional 3,000 mostly luwury units were started but sold
to private developers before completion.

The productfon of Jjust over 14,000 units 1s less than half the original
goal of 36,000 unfts but, because of high standards and cost overruns, the
program has used a hfgh percenta?c of NHDA available funds. The Publfc
Investment Program does not 1{st funds for direct construction after next
year, but staff indicated that they had sites and project plans prepared {f
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additional funds could be obtained. According to the NHDA's estimated budget
for 1983, the total 1{ability for the Urban Housing Program {s Rs.318.89
mi1l1ion with Rs.6.71 millfon being carried over to 1984, Moreover, the
Minfstry of Finance and Planning has reserved Rs.371 mi11{on (including Rs.40
million for land acquisfition) for Urban Housing 1n 1983 and another Rs.140
million in 1984, Thus, while adequate funds have been reserved, the question
{s whether construction will actually be complete by the end of 1983,

2. Design Standards

0 Unit Designs - The sizes of units and percentage breakdown {n two
large projects visited by the team are 1isted beiow:

400 ft2 - Yow-{income - 80 percent
800 ft2 - midde-1ncome - 15 percent
1200 ft2 - upper m{dd) e-income - § percent

The sfte visit {indicated that there were only minor differences in
finishes of the different sized units.

° Infrastructure - Standards are very high with paved streets,
sidewalks, individual water and electrical connections, piped sewer
systems and extensive landscaping. A1l areas of the project are
developed to the same level,

] Land Use - The largest scheme visited had a density of 33.5 units
per acre. This {s lower than the planned ASH projects because of
wider streets and more open space. The low density also contributes
to the higher cost per unit,

3. Costs - The Team's 1nformatfon on costs 1s quite 1imited but {ndica-
tions are that they are four Ef s{x times higher per unit than for ASH units.
The total cogt for a 425 ft¢ unit {n one project visited s Rs.98,000 or
Rs.230 per ft<, The Team was told that units {n other projects cost between
Rs.250 and RS.300 per ftZ2, At these costs an Ly unit of the ASH program
would cost Rs. 107,500 to Rs.129,000 rather than Rs.22,000,

Major problems could arise when the NHDA tries to efther rent or sell the
400 ft< unfts, They will be much too expensive for 1ow-{ncome families and
yet nut acceptable to the familfes who can afford them becsuse of the small
size, This results mainly from the fact that no differentiation was made in
development and design standards between the dffferent types of units,

4. Capacity of Technical Staff - The Direct Construction program has

the same problems as other agencies In recruiting and keeping qualified
staff. For example, they have had two sets of senior engineers during the



last year. They try to keep a staff of 12 engineers and 12 inspectors to
follow constructfon actfvities even though the desfgn and supervision are
contracted out to private consulting firms for most of the projects.

Four small projects have been designed "{n-house" using the services of
the Arch{tectural and Quantity Surveying sections of NHDA which work with
both the Direct Construction and ASH Programs.

The Staff appears to lack experfence in contract adninfstration. The
or{ginal contracts which were cost plus fixed fee with no upset 1imit have
resul ted i{n many of the problems the program has today.

B. Administrative/Financial Aspects

1. Progrem Evaluation - The management of the Direct Construction
Program {s handled by the DGM (Building and Development) with ass{stance of
his staff which consists of: IManager-Engineering, 3 Senfor Project
Engineers, 8 Junfor Engineers and 12 Inspectors. Since the majority of the
projects are designed and supervised hy private consulting fims, the primary
staff responsibilfties are coordination and review, The almost total preoc-
cupation at present {s to complete the ongoing projects with 1{ttle thought
or {nvolvement fn establishing policy or prices for the disposition of the
projects when they are finfshed. This {s understandable since the present
staff was not involved in the original programming. If there are any add{-
tional direct construction rrojects fn the future, the engineering section
should participate in detailed feas{hil{ty studies and cost reviews before
construction is started.

The NHDA organfzatfon chart shows the Archftectural Division as being
responsible to the Building and Development Divison. In reality the
Architectural Divisfon 1s {nvolved more with the ASH program doing all the
s{te planning and building desfgn. If the Direct Construction Program f{s
discontinued, 1t will be necessary to reorganfze or at least redirect the
focus of the Building and Development Divisfon to work on dffferent t ges of
programs, Table 6 of the Housing Needs Study shows that over 45,000 new
housin? units must be added to the urban stock annually, The expertise of
the Building and Development Divisfon Staff could be used 1n formulating an
effective housing program that 1s affordable and would help to meet these
housing needs.

2. Affordsdility/Level of Subsidy - Since adequate cost data of the
Direct Construction Progran was unavaflable to the Team, Table 3 {s based on
sumary cost data found fn the USAID Housing Subsfdy Study. It can be seen
from column (4) of the table that at 9 percent of {interest, the monthly
payment 1s Rs.925 requiring en income of Rs.J,700 at 25 percent for housing.
Accordin? to an updated distribution of urban family income (see Table 10 {n
the Housing Needs Study), such an fncome would be well into the upper 20 per-
cent of famflies {n 1983, At 6 percent {nterest the monthly payment {s



Rs.690 which would require an {ncome of Rs.2,760 putting the farily at
roughly the 73 percentile,

TABLE )

ESTIMATED LEVEL OF SUBSIDY IN THE URBAN HOUSING PROGRAM

(1) (2) (3) (4) (5) (6)
Total Estimate
Monthly Inftia) Subs1dy
No. of Approx. Down Pmt. @ Subsidy @ 1) x (5)
Units Cost. Payment 93/30 Yra, 143/30 yrs. Rs.10,000)
14,000 125,000 10,000 925 36,900 516,600

Source:  PAUCO Estimates, September 1982,

In addition, assuming the units are sold at 9 percent for 30 years, and
Rs.125,000 represents a rough estimate of the average cost of all units, the
equivalent Inftial {interest subsidy comnlred to a market rate of 14 percent,
s Rs.36,900 er unit. Multiplied by the total number of units presently 1in
the progran, the program subsfdy 1s Rs.516.6 mi111on. To the extent that not
all costs are {inciuded, 1.e., land, 1infrastructure, overhead, etc., this
smount {s understated. It {s, however, roughly equivalent to the budgeted
amounts for ur'an housing 1n 1983 (Rs.371 mi114on) and 1984 (Rs, 140 milldon).



