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EVALUATION (W PRESENT PROGRAMS
 

I. AIDED SELF-HELP (ASH) PROGRAM
 

A. Technical Evaluation
 

A history of programs or infonoation 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 change, which have occurred since earlier reports.
The technical evaluation will cover the following areas: (1) unit produc­
tion; (2) design standards; (1) project costs; and (4) capacity of technical 
staff.
 

The ASH program has and is continuing to evolve and adapt to charning
conditions and needs. Some of the recent changes include: 

* 	 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 to establish awas 
department within NHDA to take over purchasing and distribution.
The latest change has been to require the maximum use of local 
materials. Individual owners will be responsible for the acquisi­
tion of materials and erncouraged, where possible, to manufacture 
materials on the ,;Ite. 

* 	 Sone ASH schemes are belri lone successively in urhan areas a!; part
of the Electoral Housing Prugrain. 

* 	 Unit designs have been wodified to reduce costs and to bettpr meet
the needs of the target populiti on. There has also Itmtri samelimited experimentation with smalle r uni ts and cor- houses. 

It Is felt that all of these mndifications have improved the program andwill make It more productive and re'sponsive to tiousing needs. However, some
oif the changes such as the maximumi, use of local materials, hav not yet beenIntegratWd Into program the district level.the at 	 Thus, continiv-d effort
will be necesary to distribute, now ,llrrctlvs and assist. district personnel
In their Imp1,entation. 

1. Unit Production - As shown In Table 7 of the Housing Needs Study,the combined ASH programs have been the most productive of the public sector
completing 24,973 units between 09711 	 and 1981 with an additional 18,164 units 
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under construction. 
Even 	though the program will not reach the original goal
of 50,000 units, production is still impressive when compared with the 4,800units built under public sector programs between 1971 and 1977. However,production has recently been reduced by lack 	of funding and by periodic shor­tages of building materials. The latter problem should solved bybe the useof locally produced materials. 

2. 	 Design Standards 

* 	 Unit Designs - In the early phases of the program the most fre­quently ,ised plans were riot well designed for traditional rural lifestyles and were expensive build. Revisedto 	 plans are greatlyimproved and there has been experimentation with reduced floor areasand core house designs. 

* 	 Infrastructure - Standards aplur In most cases to be in keepingwith the' needs of the target population. Streets are laterite withopen graded channels for drainage. In rural areas water supply isusually from coimunity wells, while toilet facilities are usuallyindividual units on site. Water seal privies or doiuble batch com­posting toilets are the most cnmmonly used. 	 wereSince there indi­cations of displeasure by residents with the composting toilets,continuing education and follow-up will be needed to insure properuse. Designs for urban areas have used on-site systems where
possible. 

* 	 Land Use - In rural areas density and lot size are not major issuessince land is not expensive and residents often have gardens adja­cent to their houses. Efforts have been made to relate plans to theexisting site conditions and development. 

The plans for urban areas, while single btorey, have a density that isconsidered acceptable 
 for low-income 
 urban areas. A recently
designed scheme for housescore In Colombo has a density of 45 units 
per ccre. 

3. Costs .. ecause of rapid inflatinn in building costs from 1979 to
1981, the cost of i standard materials package has increased from 
 arounidRs.15,000 to 17,000 in IQ7Q to near Ri.10,000 today. As a resul t, the' NIIAhas heen forcd to modify desifins and materials to reduce costs. Experl.mentation with local building miterials indicate that costs can be keptirirund Rs.20,0Ofl to 27,000 for the standard house.	 
to 

4. Capacity of Technical Staff - Attracting and keeping qualified tech­nical staff hi,.. hen ,ind will continm,' to he difficult for NHDA.the SriLankan professionals are attra(:ted by the significantly higher salariesavailatlf' in Hih, local private ector a, well as abroad, particularly the
Middlo, East. 
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An ODA technical assistance team of two architects and one engineer with
the NIIDA for the last three years has improved the planning and design capa­
bilities for the rural ASH programs. Even though the TA team will leavebefore the end of 1982, the present staff has sufficient experience to con­
tinue effective development of this program. Possible problem areas 
are:
 

0 	 The expertise for the rural program will be lost if the high turn­
over rate continues. 

* 	 If the ASH program is expanded into the urban areas, the technical 
staff will lack experience 
 in dealing with the more complex

probl ems. 

* 	 Therv is a lack of experience with contract administration and site 
supervi sion.
 

* The dissemination of technIcal expertise to the district levels is 
not efficient. 

R. Admilnstrative/Financlal Aspects
 

1. 	 Program Evolution - The Rural Housing Program is presently the
government'r, major low-income proqrm serving primarily the rural poor. Only
in 1979 when it was transferred from the National Housing Department (NHD) tothe National Housing Development Aothority (NHDA) did the program begin tohave an impact. While there were only 3,40qh completions in that year, some
18,400 units were under construction, This was due mainly to a dece'tralized

administration under which Distr'ct Managers had the 	 authority to select
sites, authorize starts, and dishurse fund.. However, after 1981, due to a
combination of Increased prograin l)pularity and decreased funding, starts 
were controlled by NHDA headquartprs. In fact, due also to a lack of funds,
the Electoral Housing Program wa. -;witched from direct construction to aided 
self-',ielp in 1981 and stopped (1 housesat per electorate, instead of con­
tinuing to 40 and 50 houses per electorate as planned. Thus, of the IH,164
houses in the program still under construction as of August 1q82, only 3,820
belonged to the 30 house E-H schenme%. 

The discontinuance of the Electoral Housing Schemes alcng with the
housing loan program are probably the major reasons for the expected 24,000
unit shortfall In the 100,000 mnit prograi.. If the housing loan program,which had already exce,,ded its (joals, had been continued, the goal might have 
been reached. However, due to fund limitations and lp)or recovery of existing
loans, the prngrvn was discontinued. 

The theme if "lack of fund," Ihi,, run through the forr.,oing paragraphs.
Actually ther,, have een .htat,iil udqe t allocattons to the housI nq and
urban develojImren t sector (runninIl fr(mi 7 perrent to 14 perc'on! of the cAlpItalbudget ) h.owover, the Ruril lInui,li Prnq?,m has hal to cnnt nually rompltn 



for funds with the Urbin Housing (Direct. Construction) Program. Given that
the latter had to honor international contractual obligations which wereoften far above estimates and that hudget funds come to the N1IDA in "block" 
amounts, there has been no question that the Urban Housing Program has had 
priority claim. 

This is where the leverage )f AID/HIG funds can be brought to bear.
However, as far as could be ascertained, no formal allocation mechanism or"link" of local funds to HG funds has as yet been established. In other
words, the Ministry of Local Sovernment, Iousing and Construciton (MLGHC) and 
Treasury officials have not agreed as yet to establish a budget item or items
for eligible housing programs against which foreign exchange could be dis­hursed. Further, while the Housing Management Study made specific 
recommen­
dations on production forms and other 
supporting documentation for HG

drawdowns on the Rural Program, key officials of the NHDA had not as y'?t seen

thu, Management Study. Although the Direct Construction Program should he
 
completed by the end of 1983, 
it would seem appropriate now to establish a
formal budget ,flocation mechanism with conditions 
 precedent for HG
 
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 wereRs.6,465,526 (US $323,276). In June, only 11.4 percent of the total rent due 
on all proqrams for the month wa., collected, while 4.8 percent of the total
,Imount dule (incliuding arrears) was coll(,cted. The breakdown of the total 
arrars by subh-prn ram Ik as fnllijrws: 

Amount
 

1. Electoral IhIuijes (?O houses) 113,353
 

2. A.Sl. and IT-If (30 houses) 1,943,578 

3. Model VillI ?; 
 4,249,823
 

4. Flsherier Houses 156,000
 

Rs.6,462,754
 

Obviously, the Model Village Progri comprises the hulk of the arrears. 
In site visits by the team, however, It was ascertained that hardly anyfamily totally constructed the houses th,,nsolves. While they did carry Out 
most at the iinskilled labor, they hired .killed masons and carpenters, oftengoing Into debt at local banks - or moneylenders - to pay for them. These 
repayments therefo)re com first. 
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This Is wily one reason for tit! massive arrears. Perhaps the major cause 
Is the fact that the orientation of the program is still or production nf 
units. The NHDA staff, especially the )Istrict Manaoer,;, have riot crie 
,iround as yet to the importance of Estate Management. In fact, an Fstate 
Management Department (Rural) wa. only established In the N111 at the end of
1981. Although the staff is still small and has Just begun -o keel) records,
they are working on a debt reduction program in cooperation with the Rural 
Housing staff in which cost recovery will be treated as an integral part of 
overall community development and possible employnent generation efforts. 
It is 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.,
in harvest season) and when they don't, and gear collection programs to these
 
cycles, not necessarily monthly pjyments. A study ascertaining the spending
and borrowin'j habits and earnino capacity of the people, and whe.-e housing
fits in their sets of priorities would, therefore, be worthwhile in designing 
any community development cumn cost recovery program. 

3. Affordability/Level Suhsidy There been dealof - has great of 
discussion htween USAID and the ,SI. on the affordability of its shelter 
solutions and the level of suh. I dv Involved in the 1s.50 per onth payment
under the AII low income program Accordilnq to Informatlo, su)pl led to the 
team, it h, recently been aIrrevl that full cipital cost. recovery will be 
obtained on the USAID iupported proqramns, This would be In the for of a 
Suilnp 	 sum payment at the end of :It years whi ch would be the difference bet­

ween 	 Rs.18,000 and the actual cost (f the unit, i.e., the huilding materials. 
This agreement, however, seem!, not U? haw, yet been officially coirnunicated 
to the field stAff. Based on fli,,d I rip conversations, th#' Oistrict Managers
spoken t) were unaware that fill 1, Ital rot. recovry was to hIi ittf.41pted. 

In NHDA hpadquarters, howevo,, the hasIc Rent Puirchast, Agretmennt. has 
recentl y been amended to stato the, followlngi: 

"14. 	 Once the estimated cost has been paid to the 
satisfaction of the owner, the National 
Housing Development Authority shall execute a 
deed 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 foreqolng is not a clear %tatenent that the full ripital cost will 
be recovered, It does give the N110A the flexibility to-effne the "etimated 
,ost," and th,, payments that will ,atisfy It. Further, unde' the nei.f progrvn
the people will build a,' much .I,; wirslhIl from locally available' matorial,;
,ind he retenhuri'id tor two-thIril,, f) the' ,qu i valeont vo' 4 t.acoivo cm l11 
nlitilerial .s by t.he N110A. Thi ,# ,ii, , t will h, tar 1f,',- thain th' hre,;unt 
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estimated cost of materials, i.e., closer to the present payment of Rs.50 per
month. 

In this pre. election period and most likely until Parliamentary electionsare held, it is probably to be expected that campaigns for full cost recoverywill not be officially announced and comimunicated to field staff, let alonethe people. Perhaps the most important factor which will affect the ultimatereduction of subsidies in the ASH and future GSL housing programs is thedesire and intent on the part of key government officials to base futureprograms on target population affordability. This intent was not onlyexpressed verbally to the Team but has been proposed in various papers toad hoc Housing Planning and Policy Conimittee composed of representatives 
the 

the inMinistry of Local Government, Housin§ and Construction and relatedinstitutions. Members of this Committee have already begun to think of prin­ciples on which to base future policy and programs -- affordability andcost recovery being fullamong them. In order to assist this Committee in itsdeliberations and provide a rationale for these principles, the followingestimates of the level of subsidies under the Rural Housing Program have beencalculated. The estimates are b.sed on the most recent cost I nformation tothe Team and should be taken as orders-of-magnitude. 

Table I essentially calculates the difference between the current cost ofthe units arid the present value of the 30 year stream of Rs.50 monthlypayments (Rs.105i per month 
unit 

in the case nf middle income housing), i.e., theper revenue. The difference or unit subsidy is then multiplied by thenumber of units to estimate the total subsidy. It can bethaft compared to recovery at 
seen from the tablecost 6 percent the total program subsidy isthe order of rs.80 million or percent than 

ol 
hudqet 

25 greater the projected 1983for housing. If costs were recovered at a market rate of 14 percent,the program subsidy is nearly Rs,1 billion, i.e., the annual amount of fomer
budgets 
 and nearly 2.5 times the projected 1984 housing budget. 
I1. SLUM AND StHANTY UPGRADING 

A. Technical Evaluation 

The program of the Slum & Shanty Upgrading Division (SSD) theof UrbanDevelopment Authority Is intended to improve infrastructure for existing slumand shanty areas. In slum areas improvements are usually confined to watersupply, drainage and sanitary facilities, while in shanty areas Improvementsalso Include roads, footpaths, grading arid community facilities as well.the case of shanty improvement schemes, much 
In

of the work has, therefore,involved replicement and/or relocation of families to new units. Thus, the
SSD program has jer force expanded into areas of land development dnd housing
construction whicF.-T -'ertain extent, duplicate activities of other agenciesand are beyond the original scope of the project. 
1. Unit Production - Table 2 shows the annual production of the SSDfrom its 
start in 1979. Projects contnining Just over 1,100 units have been 
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TABLE 1 

ESTIMED LEVELS OF SUBSIDY In THE MAL HOUSING PROGRAM 

Z (13) (4) (5) (6) (7) (8,% (9) 

TPE NO. OF 
1978 -

UNITS 
19V ) 

COST TOTAL REPAYMENT 
TV CRREXT PRICES 

PRESENT VALUE 
61 INTEREST 

X WEPAYWIKET AT: 
i ikTEQFST 

UNIT SUBSIDY 
AT 61 

UNIT SUBSIDY 
AT 14? 

TOTAL 
AT 61 

SUBSIDY TOTAL 
SUBSIDY 

(2) - (4) (2) - !5) (1) x (6) AT 14? 
,1.000 RS.) (1) x (7) 

1000 its.) 
44,Z".C 4e,56LJ 22.7 -

Z. N - ? 1.200 O " 04 41, 8 0 I C ; 17.513 8,862 22.737 31,388 27,2A4 37.6" 

31, 004 4._,426 

NOTES: 

Fror total peogra see Tatle oof Hous1ng eeds Study. Assumes 35 low income units per one middle income unit. 
Naterials cvst of Rs.3S.O00 Ous 15 percent NHDA, overheads. 

'* - IS.1CM5per mnth for 30 t.%n lus Wnpay)et of 10 percent (Rs.4.000). 



completed with work in progress on another 2,381 units bringing the totalunits involved in improvement projects to Just under 3,500. This is 40 per­cent of the units proposed for upgrading under the program and 9 percent ofthe 38,820 estimated improvised urban units in the country. 

TABLE 2
 

SLUM AND SHANTY UNIT PROGRAM 

1979 1980 1981 1982 (End of 
 Totals
 ... . ..... August) 

Slum Upgrading 

Completed 
 0 58 318 429 805 

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 SC 318 731 1,107
 

Total Under Construction 412 2,346 2.390 
 2,381 2,381
 

3,468 

Source: Slum A Shanty Division, Urban Developmient Authority. 

The difficult tasks of developing the program and getting the first projectscompleted have been accomplished; but now activities need to he expanded Ifconditions of the urban ooor are to tw improved. For example, In order towipe out the backlog of ,.orovised and overcrowded housing during a 10 yearperiod, it will he necesspry to producf, or upgrade 8,552 units a year (seeTable 6 o! the Housing Ne~rds Study). 
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2. Design Standards
 

0 	 Site Selection - The SSI) staff has done an excellent job 	 of
establishing design criteria for the varied and complicated con­ditons found in upgrading projects. Project selection goes through
a three-phase process. Once a site has been identified, a complete
investigation ismade to verify that no other projects are proposed
for the same site. Following this, a feasibility study ismade toidentify any major technical problems, statutory requirements or
alternative uses which would exclude the area from upgrading.
Finelly, the project is scheduled for implementation based on addi­
tional criteria. Since only a few of the shanty areas In Colombo canmeet the criteria to qutil ify for improvement, the remaining areas
will 	require replhcement sites. 

* 	 Infrastructure - Standards are designed to meet basic health and
sanitation needs at a minimum expenditure. Inmost areas services 
are provided by standpipes, public toilets and shower facilities.
However, there have been some complaints that the standards are too
 
low.
 

* 	 Land Use - The maximum acceptable density is 60 units/acre with a 
preferred density of 45 units/acre. 

3. 	 Cost - The costs of projects differ considerably depending onexisting conditions and the types of improvements provided. The least expen­
sive project cost was Rs.491 per unit while the most expensive had an esti­mated cost of over Rs.23,000 per unit. The latter cost was due to
substantial requirements for plot regularization and family relocation. The 
average cost of shanty improvement projects at Rs.10,418 Isalmost double the average cost of Rs.5,815 for slum upgrading activites. The costs of the slumprojects and micst shanty projects ar i, thus, quite low particularly when com­pared to the cost of new direct construction. The feasibility of shin impro­vement projects, however, must be looked at more closely %ince costs of overRs.23,000 come close to the cost of new self-help units. At the present time
there is no cost recovery in the SSO project.s. 

4. Capacity of Technical Staff - The SSD has the same problem ns NHDAIn recruiting and keeping qualifled technical staff. There are eight or nine
)roject officers who, with two assistants each, supervise projectimplementation. Most of the staff does not come from a technical background.Presently, there Is only a part-time sanitary engineer (soon to leave) and 
two assistant Architects on staff. rhe Director of the SSI) feels they cannotexpand the program beyond 1,; present level s hecaijsf, of Staffing
difficul ties. 

Lack of technical staff has alsn created problems with project Impleme­
tation. Several approaches have been tried or are 
 being considered
 
Including:
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0 Turning implementation over to the Common Amenities C ard (CAD) 

which has been unsatisfactory and expensive.
 

* 
 Involving NGO's, which has worked well but has limited application.
 

* 	 Using the Engineering Services of UDA.
 

* 	 Setting up a division In SSD to handle tendering and construction 
supervi sion. 

It is felt that none of the above approaches is fully satisfactory
because they either remove control from the plaoning agency or create new
personnel and staffing problems for the SSD. There are three other areas 
where staffing problems could result. 

0 	 The development of sites and services schemes and new house 
construction as replacement for snanty areas. 

* 	 The starting of a housing lomn program which is under consideration. 

* 	 The expansion of the program into other urban centers outside of 
Colombo. 

0. Administrative/Financial Aspects
 

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

To take (c) first: a general consensus among foreign aid and foreign
consultant missions, as well as at least one Sri Lankan evaluator, has been 
that the SSD Is In an anomalhu% position in the UDA, a planning agency whose
main emphasis Is on the development of major administrative and commercial 
complexes In Colanbo and other urban centers on the island. It has been 
generally reconnended that SSD should 1 ittached to the NHDA and that while 
t should retain a separate identity, it should be closely affiliated to the 

ASH program, with which it Is seen as having increasingly common concerns. 
Another factor Influencing this recommendation has been that SSD's funding
for its programs ischannelled through NHDA. 

Other general recoiimendations have been that: 

0 	 SS0 should become the ImplemniNg as well as the planning organiza­
tion for slum and shanty upgrading; 
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e Staff, administrative 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 given; 

- materials loans; and 

capital cost of units constructed plus a small amount of 
interest.
 

How do these recommendations fit in with the SSD's present activities andachievements to date? With respect to the first recommendation, the AID
Housing -Management Study stated that a specific study should be carried outon the implications of SSD Joining NItDA. This study has not been carried outas yet. However, the assumption that SSD will necessarily function betterunder the NHDA might be questioned. In the first place, the SSO grew"historically" out of the same organization (the Colombo Master Plan Bureau)as did the UDA. While itmay have been and may still be true that the SSD isanomalous In such an organization as the UDA, its position and relationshipswithin this body appears to have devloped and strengthened over the lastthree years. The SSD has a good working relationship with a supportive andcommitted Chairman; other
its most important relationships within the
organization -- land acquisition and finance -- are also working fairly
smoothly.
 

In terms of a closer affiliation with the ASH program, this is desirablebut could be developed more particularly through an integrated and cohesivehousing policy. Close relationshipq between ASH and SSD top management
al ready eTsit 

The separation of implementation from the plaiining activities of SSD hasalso been categorized as undesirable. It has particularly been recommended
that SSD phase out the use of the CAB in implementation of their projects.
In fact, SSD has recently received authority to carry out their ten­dering, which will ownno doubt result in the elimination of the CAB from most oftheir projects as they recognize the extra costs that use of the CAB entails. 

The implementation capacity of the SSD Is now greater than it used to be,although there are still some very important gaps. Their Involvement inphysical upgrading is primarily supervisory, as they have no buildingInfrastructure construction capacity themselves. They are involved in socio-
or 

economic welfare programs, but even this area is weak. The whole sectionneeds organizing and expanding as well as strengthening of its relationshipswith both government and non-government social welfare, community develop­maent, and health and employment creation groups. The NGOs working on SSDprojects, on the other hand, are directly Involved in all aspects ofupgrading.
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An additional problem from the SSD's point of view is the multiplicity of
organizations carrying out infrastructure upgrading -- CAB and the CMC both carry out upgrading independently from the SSD. Many community developmentorganizations also carry out a Mul tiplicity of activities in an uncoordinated 
fashion. 

The SSD would, of course, like to have the increase in staffing, adnin­istrative support and funding that has been recommended, but it has its ownpriorities based on its experience and knowledge of its capacities. First ofall, establishment of clear governent and-political support for the slum andshanty upgrading program is a priority of the SSO. The development of a
comprehensive and integrated housing policy clearly delegating ofareas 
responsibility is also seen as a priority. 

The highest priority within the itself seen an inSSD is as increase
technical staff. The division has had problems in spending its budget partlydue to a lack of technical capacity (about Rs.20 million out of a targettedRs.32 million will have been spent by the end of FY 1982). 

An increase in socio-economic program capacity is seen as following an 
increase in technical capacity, and only then would an increase in funding bedesirable. This approach seems practical and realistic, although the SSD
foresees problems, and has had problems, in obtaining and keeping good tech­nical staff without at least an increase 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 in hand, the SSD has been making progress in establishing itself andexpanding its activities and capacities. As it is nearing the point where itcould be organizod to take on a great deal more responsibilties, anynecessary studies' should be carried out very soon, before the SSD becomes 
too firmly entrenched in its present situation. 

2. Affordability/Level of Subsidy - The present Slum and ShantyUpgrading Program is completely affordable to the target population primarily
because there are no charges, I.e., the level of subsidy is 100 percent.However, if this program is expanded in the 1983-87 Plan as intended, it mustbe pvt on a far more rational, self-financing basis. The present workload 
covers roughly 10 percent of the total slum and shanty areas in Colombo which 
seems 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 

As recommended in the AID Housing Management Study. 
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Governent charges on Its formal schemes. While the self-help construction 
process of Kirillapone been as a model for the ASHhas usead program, otheraspects of the project could certainly be used as a model for an expanded
slum and shanty upgrading program. For example, present inhabitants aretaking loans at 3 percent for 15 years to repay the materials and labor for
their houses. Repayments for the loans average Rs.98.50 per month. ofOutthe 44 families who have taken the loans, only 3 families are over 3 monthsIn arrears, while 8 families are 2 to 3 months in arrears some of-- which
could be due to tardy processing by the Peoples' Bank. However, in a 1979survey of residents, fully 86 percent stated they could not pay over Rs.75 per month (Rs.100 per month in 1982 at a 10 percent rate of increase).
 

There has been intensive technical assistance and comprehensive develop­ment, including training and employment generation inKirillapone. lowever,
the project was established as a demonstration to Governent. Thus, it seems 
worthy of further investigation to ascertain which components could be repli­cable in a wider, mort cost effective urban basis. For example, if surveyand title registration techniques could be streamlined, occupants could be
charged for the serviced or upgraded plot to which they would have legaltenure. At an average cost of R6.5,815 at 3 percent for 30 years, monthly
payments would be Rs.25, and for shanty upgrading (average cost ofRs.10,418), Rs.44 per month. These should be well within the paying capacityof most families; however, soclo-economic surveys would have to verify com­
munity affordability. 

111. DIRECT CONSTRUCTION PROGRAM
 

A. Technical Evoluation 

Since the Direct Construction Program of NHDA Is not funded by the HG
loan, the team had origi'nally not planned to review its programs, but ondiscovering its influence on other housing activittes it was decided an eva­luation was necessary, Unfortunately, the Team was not able to obtaindetailed cost and budget data on the lIrban Housing Program requested from the 
NHDA. 

1. Unit Production - The outpiit of the Direct Construction Program bet­ween 1978 and 1982 is shown in Table 7 of the i4ouuing Needs Study. At theend of August 1982, 10,O0S units had been completed with an additional 4,011
units under construction. The last of these units should he completed byJune of 1983. An additional 3,000 mostly luxury units were started but sold 
to private developers before completion. 

The production of just over 14,000 units is less than half the originalgoal of 36,000 units but, because of high standards and cost overruns, the program has used a high percentage of NHtOA available funds. The Public
Investment Program does not list funds for direct construction after next 
year, but staff Indicated that they had sites and project plans prepared If 
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additional funds could be obtained. According to the NHDA's estimated budget
for 1983, the total liability for the Urban Housing Program is Rs,318.893
million with Rs.6.71 million being carried over to 1984. Moreover, the
Ministry of Finance and Planning has reserved Rs.371 million (includini Rs.40
million for land acquisition) for Urban Housing in 1983 and another Rs.140
million in 1984. Thus, while adequate funds have been reserved, the question
iswhether construction will actually be complete by the end of 1983.
 

2. 	Design Standards 

Unit 	 Designs - The sizes of units and percentage breakdown in two
large projects visited by the team are listed below: 

2
400 ft - low-income - 80 percent 

800 ft 2 - middle-income - 15 percent 

1200 	 ft 2 - upper middle-income - 5 percent 

The 	site 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. All 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 Is 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 information on costs is quite limited but Indica­
tions are that they are four tp six times higher per unit than for ASH units.
The total cokt for a 425 ft' unit in one project visited Is Ri.98,000 orRs.230 per ft'. The Team was told that units Inother projects cost betweenRs.250 and RS.300 per ft. At these costs an L4 unit of the ASH program
would cost Rs. 107,500 to Rs. 129,000 rather than R,.22,000.
 

Mor problems could arise when the NHDA tries to either rent or sell the
400 ft' units. They will be much too expensive for low-income families andyet nut acceptable to the families who can afford them because of the small
size. This results mainly from the fact that no differentiation was made in
development and design standards between the different types of units. 

4. Capacity of Technical Staff . The Direct Construction program has
the same problems as other agencies In recruiting and keeping qualifiedstaff. For example, they have had two sets of senior engineers during the 
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last year. They try to keep a staff of 12 engineers and 12 inspectors to 
follow construction activities even though the design and supervision are 
contracted out to private consulting firms for most of the projects. 

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

The Staff appears to lack experience in contract adinistration. The 
original contracts which were cost plus fixed fee with no upset limit have 
resulted In many of the problems the program has today. 

B. Adninistrative/Financial Aspects 

1. Program Evaluation - The management of the Direct Construction 
Program is handled by the DGM (Building and Development) with assistance of 
his staff which consists of: lManager-Engfneering, 3 Senior Project
Engineers, 8 Junior Engineers and 12 Inspectors. Since the majority of the 
projects are designed and supervised by private consulting firms, the primary
staff responsibilities are coordination and review. The almost total preoc­
cupatton at present is to complete the ongoing projects with little thought 
or involvement in establishing policy or prices for the disposition of the 
projects when they are finished. This is understandable since the present
staff was not involved in the original programming. If there are any addi­
tional direct construction projects in the future, the engineering section
should participate in detailed feAsibility studies and cost reviews before 
construction is started.
 

The NHDA organization chart shows the Architectural Division as being
responsible to the Building and Development Divfson. In reality the 
Architectural Division is Involved more with the ASH program doing all the 
site planning and building design. If the Direct Construction Program is 
discontinued, it will be necessary to reorg.nize or at least redirect the 
focus of the Building and Development Division to work on different types of 
programs. Table 6 of the Housing Needs Study shows that aver 45,000 new 
housing units must be added to the urban stock annually. The expertise of
the Building and Development Division Staff could be used in formulating an 
effective housing program that Is affordable and would help to meet these 
housing needs.
 

2. Affordability/Level of Stobsidy - Since adequate cost data of the 
Direct Construction Program was unavailable to the Team, Table 3 is based on 
sumary cost data found in the USAID Housing Subsidy Study. It can be seen 
from column (4) of the table that at 9 percent of interest, the monthly
payment is Rs.92'5 requiring an income of Rs.3,700 at 25 percent for housing.
According to an updated distribtitin of urban family Income (see Table 10 In 
the Housing Needs Study), such an income would be well into the upper 20 per­
cent of families In 1983. At 6 percent Interest the monthly payment Is 
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Rs.690 which would require an income of Rs.2,760 putting the family at 
roughly the 73 percentile.
 

TABLE 3
 

ESTIMATED LEVEL OF SUBSIDY INTHE URBAN HOUSING PROGRAM
 

(1) (2) (3) (4) (5) (6) 

Total Estimate 

No. of 
Units 

Approx. 
Cost. 

Down 
PaZment 

Monthly
Pat. * 
9%/30 Yrs. 

Initial 
Subsidy 
14%/30 yrs. 

Subsidy 
S) x (i) 
R1.10 000) 

14,000 125,000 10,000 925; 36,900 516,600 

Source: PAUCO Estimates, September 1962.
 

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 Initial interest subsidy compared to a 
market rate of 14 percent,
Is Rs.36,900 3er unit. Multiplied by the total number of units presently In
the programn, the program subsidy Is Rs.516.6-million. To the extent that notall costs are inc*uded, I.e., land, Infrastructure, overhead, etc., thisamount is understated. It is, however, roughly equivalent to the budgeted

amounts for ur'an housing In 1983 (Rs.371 million) and 1984 (Ri.140 million).
 

015.
 


