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I. UPOSE OF THE REPORT
 

This report exmines the potential for increased privatization of
development initiatives in the countries of the developing world. As
contracted by the Bureau .2or Program and Policy Coordination of USAID, an
investigation was conducted by Free Zone Authority, Ltd. (FZA) into the
alternatives that exist to continued reliance on public sector institutions
for financing and delivery of community services in less developed countries 
(IDCs). The project called for art examination of the literature available on
self-assessing assciations and identification of elements in their
operations that might be implemented more widely in LDCs. In addition, the
project entailed an investigation into the applicability of challenge grants
as a means of catalyzing and sustaining community participation in the
establishment and maintenance of basic services. 

In the course of the project, research was conducted to determine whattypes of voluntary community associations servicing law-income residents were 
currently in operation in LDCs. Staff consultants performed field work in
India and Thailand to derive first-hand knowledge f the experiences of
privately financed development projects and their prospects for the future.
Project members also reviewed data relating to the work of private non-prof itorganizations in providing funds and technical assistance to community
associations. Interviews were condcted with individuals f rcm the Pan-

American DevelopmenL Foundation, Oooperative Housing Foundation,

InterAmerican Foundation, Partnership for Productivity and other pri-tate

sector development organizations. World Bank regional urban policy experts

were contacted and contributed valuable insights as to the current housing

crisis in developing ccutries and the possible role of the private sector

fran the perspective of an international financial institution.
 

Community associations, cooperatives, self-help housing projects and
other 
grassroots initiatives have proven to be workable alternatives to an 
overburdened "formal" public sector. The evidence produced in this study

indicates that with proper inducements, the roles of these organizations can

be expanded to encompass responsibilities tha.t are rnw within the domain of

the public sector. Road maintenance, garbage collection, local

transportation and other services have all been successfully performed by
low-income community associations in those cases where the organization was 
well managed. 

Given the brief history of many of these projects, and their ofteninclement politial and economic settings, conclusions must be qualified
regarding their permanence and transferability to other settings.
Nevertheless, the findings of the research clearly show that low income
residents can bring a great deal of motivation and cooperation to projects in
which the benefits are readily visible and attainable. 

At a time of great fiscal strains for LECs, governments that overlookopportunities to stimulate greater self-sufficiency on the part of urban and
rural conmunities seem to be needlessly holding back both their prospects for
fiscal recovery and for improvements in basic living conditions by their 
people. 



This chapter introduces two concepts that are fundamental to an
appreciation of the opportunity to strengthen grass roots self-sufficiency in 
LDCs. 

A. CHLLEWE GRANTS 

Challenge grants have been employed by a broad spectrum of governmental
and private institutions as a mechanism for leveraging resources in the 
realization of development goals. In essence, challenge grants are offers 
to contribute resources to a development initiative provided the recipients
make contributions for the same purpose. 

Normally challenge grants elicit matching commitmeits of resources fran
their recipients on only a one-time basis. As a one-shot stimulus, they

have traditionally done little to promote the sustained operation of
 
programs they support.
 

Tis fact does not appear to be an inherent limitation of challenge

grants. As explored later in this reprt, challenge grants may be
 
specifically targeted to catalyze adoption of permanent self-assessing

mechanisms in urban and rural communities.
 

B. SEF-ASSESSIM ASSOCATICS 

In recent years, propertyowners' associations have proven to be a

powerful private sector mechanism for financing and delivering community

services in both developed and developing countries. Although voluntary
organizations often have great diffiulty in mobilizing residents to support
basic facilities and services in their community, self-assessing associations 
are able to do so in a variety of settings. 

In these associations, service provision is normally secured through
deed-based agreements that bind propertyawners to regularly contribute
 
support for the activities of their association. Mhe scope of the

association's responsibility for activities is determined by member vote. 
In contrast to public services, privately-fixanced services tend to be
undertaken on a more consistently responsive and econanical basis for 
residents of these areas. 

Self-assessing associations come in a variety of forms. The two types
that can best be employed in la-income settings are discussed below: 

Homeowners' Associations The honeowners' association is an organization
of propertyholders within a particular neighborhood who are bound by deed­
based covenants to maintain common facilities and services. These covenants
include a commitment Ly nmbers to pay periodic dues for support of 
association functions. In the past two decades, the number of U.S. 
homeowners' associations has increased dramatically, from 600 to the more 



than 25,000 currently in operation. The majority of these associations arefound in plamed residential developments where the concept of comonly­
maintained properties and self-firanced basic service delivery is a sellingpoint for middle and upper class hame buyers. But economically distressed
neighborhoods are increasingly turning to them useful toolas a for improving
local conditions. 

Haneowners' associations can perform a variety of functions, reflectingthe needs of the comunity and the size of the annual membership fee. Sane
associations have taken over virtually all of the functions normally provided
by local government including water and sewerage systems, street maintenance,
garbage collection, security and fire protection and emergency medical
service. (Rather than incur the problems of providing such services on their 
own, haneowners' associations generally shop about for private, contract
 
providers.)
 

Failure to contribute to association-determined activities can subject
members to a substantial penalty. Although associations frequently are

flexible about the timing of fee payments, they have the power to force the
sale of property to collect on seriously delinquent fees. This potential

power-while seldom exercised-ensures an exceptionally broad base of fee­
paying members.
 

Associations have also proven to be effective in mobilizing improvement

efforts by residents on their own property. Most association contracts

specify that resident members are responsible for the upkeep of the exterior

of their hones and, if certain standards are not met, give associations the

right to enter the property, make the necessary improvements and bill the
 owner for the repairs. Consequently, homes that might otherwise be allowed
 
to deteriorate are attractively maintained and the property- values of the
 
development are protected.
 

In addition to their proven success in new middle and upper class

residential developments. propertyowners associations have recently been

instituted in urban areas as a means of revitalizing distressed low-income

neighborhoods. Resident cooperation in neighborhood crime watches and

streetside clean-up efforts as well as group intiatives to develop common
parks and recreational facilities are among the nunerous positive results of

these organizations. As in the planned residential developnents, all members
 are obligated to pay self-assessed fees to maintain the property and

services.
 

Residential Housing CooReratives The housing cooperative is themost comprehensive form of shared property ownership. A resident of a
cooperative does not own his own unit, instead he owns share cf stock ina
the nonprofit corporation that owns the housing complex. Title to land and
buildings is vested in this corporation and the ownership of shares of its
stock entitles the residents to the rights and privileges of a proprietary
lease for a specific housing unit. Perhaps the most important element of the
cooperative structure is that responsibility for the entire complex is shared
by all the members. Consequently, all members are liable for the operating
expenses and the taxes on the property as well as the financial
responsibility should any member default on his payment obligations. 



The cooperative concept has been widely utilized in developnent effortsthroughout Latin America, Africa and Asia. Oooperatives have perhaps been 
most successful in rural environments where traditional familial andcomunity support networks are still intact. In some cases, the structure ofcooperatives has resulted in administrative and financial problems for the

membership, since if one individual fails to contribute his share the

contributions of the remaining members must be propottionately increased. Itis this "free rider" problem that haneowners' asociations successfully
address. By incorporating enforcement mechanisms in their operational
design, the vitality of the organization is given structural support. 

* * * 

For the most part, both hanewnezr.s' associations and cooperativesrequire financial smport fran their members. In recent years, however,
experiences with other forms of self-assessment have been growing. Because
these tyes of self-assessent normally emphasize nonfinancial rather thanfinancial commitment of resources, they are especially appropriate for
association functions in low-income areas. 

The most notable example of irr-kinid contributions is found in self-help
or "sweat euity" housing where residents contribute labor on an
uncompensated basis to build housing and/or comunity infrastructure.
Although sweat equit has been r.cognized as a viable one-time means of
shelter provision in developing ccuntries, the possibility also exists forhaving residents make regular contributions of efforts tcward maintaining
infrastructure and/or assisting in the delivery of needed services. This 
report presents possible incentives for residents to actively lend such 
supports to ongoing activities of the association. 



III. 0NTT! : TE NEED FOR S ER SEF-HELP CAPZILIIES 

A. THE PRM3LEM 

In small villages and large cities alike, people of developing countries
in recent years have experienced increasing difficulties with the delivery ofbasic services. Swelling populations, diminishing public sector resources,
and sluggish institutional systens for service provision have seen residents 
of many ccimunities losing ground. 

The effects of such deterioration bode ill for prospects of development,
particularly in urban areas. The immeatiate toll is evident in declining

living conditions, as streets and sanitary systems go unreraired, refuse

collection becomes more sporadic, and crime rates rise. For the medium 
 term,the prospects are also grim: failure to maintain community infrastructure
and basic services can retard or destroy the climate for econanic
developnent, which alone offers a self-sustaining way out fran poverty. In
rural areas, mary of the world' s poor have also remained subject to
unresponsive public sector and parastatal organizations which are, naminally,
dedicated to meeting their needs. 

These problems have arisen not f ran a lack of public sector
institutions, nor even primarily from a lack of resources for governmental
institutions. They instead have primarily arisen f ran failings in the

delivery systems established to meet needs for infrastructure ani public

services. Frequently, the public sector bureaucracies responsible are "user

insensitive" to broad parts of the population. For example, a recently

completed study of the informal sector in Peru, noted that about 
85 percent
of Lima's mass tranportation passengers make use of "underground" bussystems./l The failure of the city to provide adequate service to the
 
poorest sections of 
the city, despite the great demand, has fostered thedevelopnent of private, self-supporting alternatives. The poor often view
bureaucratic institutions as more concerned for institutional well-being
than for meeting community needs. Lacking accountability to their
ostensible clienteles, bureaucracies often becone instruments of patronage
and political Empire building. 

Growing fiscal constraints have also brought present public service
delivery systens under challenge because governnental services tend to beunnecessarily expensive. Featherbedding problems are rife in public sector
institutions of developing countries. Examples include the municipal busservice in the city of Calcutta, which, despite having the best routes 
available in the city relative to the unsubsidized private system, is
subsidized by the government at US$ 12 million a year. The transit system
is greatly overstaffed; in 1980 it had 50 employees per bus, one of the 
highest such ratios in the world./2 

The pathologies of public service delivery systems often have anotheradverse fisca] aspect as well. Rather than price services on a cost­
recovery basis, bureaucracies frequently underprice tothem the point where 
revenues for maintenance and repair of aging water, sewer, and roads systems 

L) 



are woefully inadequate. The underpricing is usually justified on politicalgrounds as benefiting the poor, but in reality helps to promote in-migration
to cities that further strains public infrastructure. Moreover, thebenefits of service delivery often become politicized, as politicians ration
the underpriced infrastructure and service delivery benefits to their
allies-or exact "side payments" from members of the public desiring accessto the services. Poor neighborhoods seldom fare as well as more a-luent 
areas whn services are allocated for these reasons. 

In sum, there is a large shortfall in the performance of the official,institutionalized world-the formal sector-in meeting basic service and
infrastructure needs of poor residents in developing countries. Sanecountries have recognized the problems, implementing approaches that attempt
to increase the responsiveness, effectiveness, and efficiency of public

sector service delivery systems. Several efforts of this sort are
 
summarized below.
 

B. ODNVETIONAL APPROACHES 

In response to the problems noted above, public sector institutions

have shown an increasing willingness to adopt innovations. These reforms

include attempts to increase government responsiveness through citizen

participation, independent monitoring of service delivery, and the
incorporation ot more businesslike procedures in the operation of public

services.
 

In the low-income housing programs of the World Bank., coordination andcooperation between the government and the comunity participants have been
emphasized. More and more often, efforts are being made to include residents
in the decision-making process in the initial stages of the program and
elicit valuable input regarding project design through local representation
 
on advisory panels and implementation teams. 

Although this approach may help in developing programs more attuned to
the needs of those being served, there are several problems with the process
as it has been implemented to date. The small scope cZ many of
participatory projects does not allow the employment of economies of scaleand, at times, the actual construction of buildings and infrastructure isplagued by inefficient use of finances and materials. In some instances,
involvement of the residents in the decision-making process results in 

the 

additional expense due to their inexperience and the difficulties inherent
in cooperative management. In the course of project execution, additionalproblems may arise. Appointees may not be legitimately representative of
the interests of the comuunity or may be unable to fundamentally influence 
the proceedings. 

Gcvernments have also attempted to improve the performance of publicsector institutions by implementing independent monitoring and evaluation 
systems. The introduction of such verifiable and measurable indices,
however, is seldom popular with the bureaucracies or with groups that have a
stake in existing service delivery systems. 

* * * 



Progress can be made in reforming the public sector institutions ifoutside pressures to conduct operations in a more efficient manner aremaintained. To the degree that such external pressures subside, thebureaucracies are likely to revert to their previous ways. Public sectorservice delivery monopolies over time have few strong internal incentives toconduct their operations in the most econanic and user-sensitive ways
possible. 

(onsequently, attempts to reform public sector irstitutions may shcw meager results over time, when weighed against the efforts expended. It maybe more productive to turn instead to private organizations that are capableof assuning responsibilities for a wide range of basic facilities andservices. A strategy that enlists the self-help powers of residents holdsout a prcnise of improving living conditions in developing countries, whileeasing the fiscal burden of supporting costly--and often ineffective-public
sector service delivery organizations. 



IV-1 Self-elp: A New Strategy 

IV. A ERTH TCWARD SELF-SJFFaENCy 

A. OW'IEW 

The shortcomings of public sector development strategies have
encouraged the adoption of alternative approaches which feature mobili­
zation--on a lasting basis-of grassroots support for community ifprovement 
programs. In large measure, however, the potential benefits from such
 
initiatives have yet to be realized.
 

Tis chapter reviews cbstacles that hold back community self-help
capabilities at present, and describes a-strategy to strengthen community
associations on an enduring basis. In presenting key elEMents of the 
strategy, it surveys experiences in developing nations with self-assessing
associations and with "challenge grant" catalysts for self-help. Finally,
the chapter examines opportunities for private enterprise and for
international development institutions to aid in the strategy's
implenentation. 

B. A STRATEY FOR OVERCDMINM CBSTACLES I SELF-HELP 

Two types of barriers at present hold-back self help organizations in
developing countries. The first type of obstacle is internal to the self­
help groups; the second is imposed from outside-principally by public 
sector institutions. 

In the following section, these respective problems are briefly
reviewed, and a strategy is presented for overcoming the most difficult of
the constraints. The strategy consists of offering "challenge grants" for
residents of targeted areas to overcome internal barriers that frequently
frustrate self-help efforts. Challenge grants fram the public sector 
generally need not entail new spending. Instead, they remove
 
(goverrmentally-created) extern constraints upon organized self-help

efforts, once a community group has adopted mechanisms for overcoming the
 
i obstacles.
 

1. Overcoming Internal Obstacles 

The major internal obstacle limiting community self help capabilities
is the difficulty of mobilizing residents to support activities of mrutual 
benefit on a lasting basis. Problems of apathy, unequal burden sharing, andinefficient group decisionmaking all hinder voluntary organizations seeking
to improve ounditions. 

Fortunately, there is reason to hope that such problems can be 
overcome. Progress has been made by developing countries to resolve a
number of these problems. Recent developments in industrialized countries 
may also be transferable. These experiences can, if integrated, form part
of a powerful new strategy for mobilizing community self-help efforts. 
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The following section describes ways of removing internal barriers to
the start-up and functioning of private self-help organizations in 
developing countries. 

a. Mobilizing Activists. A fundamental obstacle in launchingcommunity self-help efforts is athe difficulty of attracting critical mass
of participants. Unless there is an exceptionally charismatic group leader,
or an overriding external stimulus, neighborhood residents seldom mobilize 
to start up a self-help organization. Concerns over the durability ofcooperative self-help efforts are a primary reason for nonparticipation;
rather than invest time or resources in an enterprise with little apparent 
staying power, most residents prefer fron the outset to stay on thesiei iMes. 

To overcome this problem of mobilizing individuals, a powerful tool is
available-the "challenge grant." As described in Chapter II, these are
public or private sector grarts which are made conditional upon a matching
commitment of funds or in-kind resources by the recipient. Public sectororganizations can offer their resources on such a basis to stimulate
 
residents of targeted areas new
to form self-help organizations.
Goverrnental bodies, when disbursing resources, can give preference to

neighborhoods that mobilize residents in self-assessing groups.
 

Challenge grants have proven to be effective motivating tools for self­help organizations in the developing world. Bogota,Er exarple, ColarJbia 
has implemented a highly-successful method of stimulating community

improvement efforts. The municipality has adopted a standing offer for

neighborhoods desiring 
to have roads paved. Under the system, known as
"Colanbian valorization," the cost of public works is allocated to affected
properties in proportion to the benefits conferred. In low-income areas,the governent gives priority road paving projects thoseto in neighborhoodsthat contribute a portion of the costs and the labor required. 

Under the terms of the Colombian challenge grant, the city requires theneighborhood residents to contribute 30 percent of the paving costs, and to
 
donate sufficient labor to create the necessary 
ditches alongside the roadbed. In addition to the use of valorization to extend the city's road
 
system, a program 
to expand the sewerage system is currently being supported
in the same way. In an article pubi ished in Land Econonics, Professor
William Doebele of the Harvard Graduate School of Design reports the the program appears to have aided the poor by contributing to an arterial street 
system that has permitted a dispersed pattern of urbanization and ease ofmovement by public transportation./1 By providing improved access to places
of employment fram more remote locations with lower land values, the poor
are now better able to afford adequate housing. The valorization program
has been instrumental in enlarging the choice and accessibilty of lower­
income groups to jobs and to residential building sites. 

Challenge grants have also been used effectively by state-supported
organizations. The Pan American Develop ent FOundation has undertaken 
challenge grant programs with the National Developnent Eundations ofBarbados and St. Lucia in the Eastern Caribbean. These challenge grants are 
utiLized as fund-raising mechanisms to inspire increased financial support 
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by the country's foundation membership and to catalyze financial
 
contributions fran alternative private 
surces. 

b. Maintaining Continued Support (Burden-Sharing). Even where a
sufficient number to start anof activists exists organization, it is
extremely difficult for most voluntary groups to maintain their mamentum.

Voluntary organizations start with enthusiasn,
a fl:Tsh of but often quicklyfind the1 r active members dwindling in number. High rates of burnout are 
common because the associations ;re unable to spread the burdens of

supporting improvement 
 efforts among a broad base of beneficiaries. Active
members of the organization grow discouraged over the apathy of their non­
involved neighbors, who take a free ride 
on the group's efforts. 

The problem of burden-sharing afflicts self-help organizations
everywhere. But it is especially severe in developing countries, where
small propertyowners have few financial resources to contribute even if theyare motivated to participate. An additional obstacle endemic in LDCs theis
attitude of urban residents who cannot afford to own hanes-as tenants, they
may feel they have little stake in their communities. onsequently, their
enthusiasa for supporting coamunity self-help organizations may be 
restrained. 

To resolve the problem of burden-sharing, challenge grants can be
adapted to create a lasting basis for community self-help. The mechanism
for doing so is to make the grants contingent upon adoption of self­assessing agreenents by a majority of property holders and residents on a
block. 

TWo types of self-assessing agreenents can be forged: self assessing
agreements for propertycwners, and for tenants. 

Sharing burderns aog ipro~ertyowners., The most powerful self-assessingmechanism is the deed-based covenant. As described in Chapter II, the 
covenant operates by obligating propertyholders to share, on an ongoing
basis, the burdens of activities of the community associations. The 
covenants are generally used to ensure regular financial support by
association members for infrastructure, services, and amenities ofbenefit to all. Failure by a member to contribute to association­
determined functions can subject the propertyowncr to legally backedassociation fines, as well as strong social pressures. An example of
the use of covenants to sustain self-assessing associations is found in
Davao, the Philippines, where 782 households in Dxvao Village are 
required by covenant to contribute a self-assessed fee annually to theassociation's com.iunity improvement efforts, including sanitation 
services, a bus service, the community water system, street lights, and
recreational facilities. Failure to pay the self-assessment subjects amember to a fine of $278, which if also unpaid gives the association 
the legal right to repurchase the housing unit fran the at aowner 

discounted price (see Case Studies)./2
 

Agreemnents among propertyholders can also ensure contributions of non­
financial self-assessments in lieu of money. In Peru, for example,
residents of squatter settlements are obliged by their community
organizations to contribute fees for the support of cormnunity 
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facilities, including water, sewerage, and lighting systems. If a
propertyholder does not have sufficient resources for the fee, the
organization can require the individual to contribute his or her labor 
to construction projects, according to Maria de los Angeles Murillo of 
Peru' s Institute for Liberty & Community./3 

Whether an association's support comes through fees or in-kind 
contributions, the strength of challenge grant benefits to property­
owners should be made proportional to the extent of participation by
propertyowners in a self-assessing agre.ment. Neighborhoods that count 
less than 50 percent of their propertyowners as continuing members of
the association might receive few if ary benefits. Higher levels of
participation would be rewarded with commensurately greater advantages. 

Sharing burdens a renters. No less than propertyholders, tenantsare sensitive to inducements. Challenge grants can be made conditional 
upon active support by tenants for neighborhood improvement efforts,
As with propertyowners, the contributions f rm tenants can take the 
form of either fees or labor. 

Firancial contributions by tenants to community improvenent
efforts do not appear to be ccmmon in developing countries, although
landlords renting out properties within homeowners associations oftenspecify that their tenants are responsible for payment of association 
fees. A more common occurrence is that low-inc-ne tenants contribute 
their time rather than money. 

An example of how associations can mobilize tenants as well as
propertyholders is found in the squatter settlements of Pakistan. 
In Karachi, residents have organized to build a sewerage system through
their own efforts. According to Father Jorge Anzorena, a technical 
group, working in a large slhn area of about 400,000 people, has beenable to mobilize in only two years about 7000 families around 
construction of a sewer system. "Groups of 20 families were 
responsible for small sections, and little by little th3se 7000
families made a sewer system-which I think is unique in the world--by
themselves," he says. "Now another 2000 families are waiting to build 
a sewer system in their area. ... TIhis is a start towards developing a 
system that is centralized at the bottom, which is able to maintain 
services more cheaply. "/A 

Yet actions by rarters to improve community conditions yield a dilemma: 
to the extent tney succeed in improving living and working conditions, 
property values-and hence rents-tend to rise proportionally. As
Sponon Pcmchokchai, of hailand's Building Together Association, notes 
of community self-help efforts: "house renters may not get any

substantial benefits. ... [T]he provision of utilities and

infrastructure may provide 
a reasonable condition to houselords to 
increase rent. ",/5 

Accordingly, challenge grants to stimulate participation in community
self-help efforts must deal head-on with the problem of rising property
values. They should strive to convert rising land values into abenefit rather than a problem for house-renters. 
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TWo method , exist for overcoming this problem. Both rely upon
capturing a portion of the rising property values in ways that benefitthe least advantaged residents of an area. The first, and simplest
approach, consists of applying revenues from selected parcels to 
support the actvities of the associations. As the neighborhood becomes more attractive, the value of such comnonly-owned properties grows in
proportion. Revenues from the lease or sale of such properties can bededicated to infrastructure maintenance, service delivery, or revolvingloan funds or other programs that assist renters in purchasing
properties of their own. An example of this approach is found in
Thailand's Buiding Together Association. The organization haspioneered a financing mechanism by which costly infrastructure anddevelopment initiatives can be undertaken without increasing either
financial or inkind self-assessnents by association members. Theapproach relies upon generating revenue for infrastructure developnent
in a community by selling 15 "shophouses" at market prices to
commercial enterprises that will serve community residents. "There aretherefore cross subsidies but not direct subsidies in this project, and
it is hopea that this pattern of development will make it possible to
achieve such projects in large numbers in the future," reports The 
Nation, Thailand's largest English-language newspaper./k 

Alternatively, the same result can be achieved by encouraging
propertycwners to set aside a portion of their self-assessed fees for
hiring cooperative tenants to work on neighborhood improvement
projects. As a condition of receiving a governmental challenge grant,for example, propertycwners might be required to establish such a
mechanism. The work performed by cooperative tenants would have the 
further etfect of enhancing neighborhood property values, to the 
benefit of propertyowners in the association. 

The use of such mechanisms for safeguarding the interests of low-incometenants is especially critical in cases where governments formalize the
claim of squatters to their homes. World Bank housing specialist
Bertrand Renaud reports that legitimization of property titles insquatter settlements can have a particularly impressive effect, raising
property values by 400 percent to 700 percent. Other sources, such as
Peru's Institute for Liberty & Democracy, have found appreciation inproperty values of more than 4000 percent follcwing governmental
recognition of squatters' titles./7 

c. Group Decision-Making. A recurring problem with decision-making
conunity organizations is the difficulty of closely following the wishes of

in 

residents without unduly impinging upon the efficiency of the organization.
Polling members on all significant issues is a time-consuning and arduoustask, and may yield unrepresentative results when small but organizedfactions go to the polls in higher proportions than the public at large. 

Yet the traditional alternative-a strong central authority-tends to
be far worse. Although it may yield a less cumbersome decision-making 
process, delegating substantial power to individuals can give rise to
despotism at commnunity as well as national levels. Involvement of a large
number of residents in the decision-making process is usually a key to both 

IV 
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the perceived legitimacy of the organization and the ultimate success of its 
initiatives. 

For groups to read decisions on a member-responsi-;e and efficient

basis, procedures must be established to ensure the sensitivity cf the
decision-making process to member needs, while giving wide discretionary 
powers to community leaders in deciding the optimal tactics for achieving
the results. The procedures for making decisions should be simple and
 
applicable to a wide range cf settings.
 

Basic tools are available for community associations to reflect

the wishes of their members, without suffering needless ineffiencies in

their tactical decision-making. The approach presented below gives
substantial latitude to managers of community associations, yet safeguardsthe interests of residents by creating a watchdog unit with the power to
call referenda on controversial decisions by the manager. To discourage
promiscuous use of the referenda, the members of the watchdog unit would beobliged to present an specific alternative to the mager's action, and to 
,ay a financial penalty to the manager if their proposal lost. O(nversely,
if the membership selected the alternative proposal over the association
manager's decision, the manager would be obligated to pay nebers of the 
watchdog unit. 

The above approach would ensure sensitivity of the association'scommunity improvement program to residents' needs. The following is a step
by step outline of how the system might be established and hw it would 
function. 

- the self-assessing organization. The first step would be for
community activists to hold an organizing meeting. A formal
leadership, notably an association manager, should be elected 
immediately to guard against the breakup of the association into
factions competing for control. After deciding on basic priorities,
the organization should select a "watchdog" group to potentially
challenge association manager's decisions. Finally, the group should
determine basic benefits and obligations of membership for residents,
including the initial year's financial and/or inkind fees. 

- ep €ovenan and establish internal incentive systems. A basic 
membership contract should be prepared for propertyholders and 
renters, specifying the rights of members to set policy, the nature
of self-assessments, and penalties for failing to honor the
menbership agreement once signed. The association manager should 
also be given a compemsation agreement keyed to his or her success inbuilding and maintaining a base of active association members, with apenalty if his or her decisions were overturned in membership
referenda. Similarly, a compensation agreenent should be reached
witi members of the watchdog unit. Aside frcm a minimal fee, this
compensation package should include bonuses if the watchdog group's
alternatives were approved in referenda-and penalties if their 
alternatives were disapproved. 

- L member and survey rneeds. Under the guidance of theassociation manager, representatives of the new group would circulate 
among residents of the area, explaining the self-assessing agreenents 
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to all prospective members of the association. Memberships would be
actively sought. Concurrently, new members would be surveyed
regarding their priorities for near term, medium* term, and long-term
inf rastructure/service delivery improvements. 

- t e action prTgram. lhe association manager and the watchdog
unit would then tabulate the survey findings and prepare a summary of
the results. The association manager would present the survey
results to task groups under his control, which would be charged with 
developing a suitable course cf action in each area of priority need.
The action plans could include a mix of contracting infrastructure or
service delivery responsibilties to outside providers, or mobilizing
residents' in-kind labor, or both. The watchdog group would be
apprised by the association manager of the reasoning behind each 
major element of the action plan.­

- Investigate alternatives. Were the watchcog group to have serious
questions about the association manager's program, it would be 
empowered to give private contractors copies of the survey findings
and invite them to prepare an alternative program. After reviewing
various proposals, the watchdog group would decide whether or not to 
pit one of the alternatives against the association manager's
decision in a referendm. 

- Hold referenda. If the watchdog group wanted to challenge the
decision (or any other action) of the association manager, it would 
present to association members a choice between the manager's
decision and the alternative of the watchdog group's preference.
Voters would then be asked to decide between them, with each voter
specifying the payment or sweat equity contribution he/she would make 
to the association to avoid having the less attractive alternative 
win. New research into voting systems strongly points to the
desirability of measuring voters' feelings about the relative 
attractiveness of the alternatives./8 

Responsive and effective decision-making procedures have been
established in several participatory development projects. For example, in 
Lusaka, Zambia, project participants made decisions regarding financing,
physical infrastructure, and road placement and construction. Another
association of low-income residents in Haiti, CITECIMON, entirely supported
by volunteers, has supplied education facilities for the local community and 
handles all street maintenance. 

The scope of the initiat , es successfully executed by these groups can
be quite broad, encompassing education, health, transportation and 
infrastructure construction. five-year period theWithin a cmmunity
organization of the Villa El Salvador squatter settlement (located outside 
Lima, Peru) conceived, implemented and supervised an array of projects 
including a self-managed community bank, a community health center, a public
transportation service, and a construction supply company and contracting
business for building community facilities. (The experiences of Villa El
Salvaaor are discussed in detail in the Case Studies.) 
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2. Overcoming External Constraints 

The second half of an effective strategy for stimulating community

self-help consists of remcving external obstacles to self-assessing

associations. Even in cases where a community organization reduces problems
of nonparticipation and cumbersome decisionmaking to manageable levels,
adverse policies ty governmental bodies can cripple self-help capabilities, 

The following problems represent the principal ways in which public
sector actions may be inimical to community self-improvements. The proposed
responses to these problems entail a change in governmental actions from
hostility to support. They reflect AID policy guidelines calling for the
removal of bureaucratic service delivery systems and the reduction of 
regulatory, tax, and other public sector constraints upon the private
 
sector.
 

a. Risk of Demolition. Perhaps the most severe deterrent to self-help
efforts in mazy poor communities is the risk of physical destruction by the 
government. Squatter settlements, occupying sites illegally, often are at 
risk of being bulldozed or burned. A coordinator of the Building Together

Project in Thailand notes, "The most important problem facing these people

(the squatters) is being constantly driven out of the land they occupy. "/2As a result, the time horizons of residents are unduly short, and their

interest is minimal in comnunity improvements that will yield sizable

benetits only in the medium and long term. 

Tb stimulate the formation of self-sufficient community associations on
governnent-wned properties, public authorities take simple action:can a 

ado tion of a "live and let live" approach to squatter settlements that
enlist a threshold percentage of their residents in binding self-assessing

agreements. Such a policy would require no new outlays of governmental

funds, but could encourage many neighborhoods to upgrade.
 

b. Lack of Groundrules. Even if a government does not actively

threaten a squatter community with destruction, its refusal to recognize

rights of property holders can create extraordinary difficulties for
 
communities in utilizing contractual and legal instruments for self­
advancement. It often takes from five to fifteen years for squatters toreceive any formal legal title to their properties. In this period,

communities have problems in creating or upholding contractual agreements

among residents, or in obtaining financing from lending institutions for 
property improvements. 

Positions taken by governments regarding land tenure issues varygreatly. In the KIP project in Jakarta (See (se Studies), the complicated
traditional tenure agreements and tiny, highly fragmented and unrecorded 
landholdings made it impossible to clarify and register land rights at thespeed at which the program covered the various kampungs. The only assurance 
given the kampung residents in the policy statement is the establishment of 
a five-year period in which the improved areas would remain undisturbed byredevelopnent efforts, hardly long enough to inspire a sense of security of 
tenure. Other countries, such as Thailand and Peru, have waiting periods as 
long as 10 to 15 years. 

Recognizing the validity of title issquatters' not an attractive 
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policy in cases where the sguatter-occupied land is privately owned. In
such cases, government readiness to confer legal standing to squatters may
undermine the basis for a healthy private economy,sector which depends
critically upon respect for property rights. In a very large proportion of
the cases, however, squatter settlements occur on vacant, governmentally
owned land. Governments in such instances have little excuse for witholding
property title to individuals who hcmestead such properties. 

To remove a formidable barrier to developnent of low-income 
neighborhoods, countries can establish a simple, automatic system for

recognizing the legitimacy of 
 title. Rather than impose a five to fifteen 
year waiting period, governments can establish a twelve month period, during
which time an individual on governent lands must a) erect a structure on 
the site in question, and b) demonstrate-membership in a covenant-backed
association with his or her neighbors. This type of challenge grant would

also entail no expenditure of goverrmental resources.
 

C. Bureaucratic inertia/insensitivity. Despite the proven economic
benetits of self-help initiatives, many bureaucracies remain reluctant to 
relinquish even a small portion of their responsibility. The result can be anongoing tension between private organizations and public sector
 
institutions.
 

Frequently, the governmental resistance takes the form of refusing to

provide low-income areas with infrastructure and public services. Roads,

drainage systems, and sewers are often rudimentary, given the unwillingness

of public authorities to assist squatter settlements. Even in slum­
upgrading projects that have been led by government agencies, insensitivity

toward the groups is often manifested in a "take it or leave it" attitude of

project managers toward the operation and maintenance of project components
 
once construction of the basic infrastructure is completed.
 

A promising resolution to this problem can be found in offering
infrastructure/service delivery improvements to targeted areas on a
 
challenge grant basis. As noted earlier, Bogota has successfully extended

roads into lw-income areas by giving first priority to those neighborhoods

that raise 30 percent of the funds needed for the projects, and that
 
contribute "sweat equity" labor t digging drainage ditches. The result is a program that leverages the public sector's scarce resources, whilehelping communities that show a willingness to help themselves. 

c. Double payments. Finally, if a community association does overcome
the above obstacles and achieves a measure of self-sufficiency in the
provision of basic services, taxing authorities invariably treat members of
the association as fulJly liable for tax obligations. Associations are thus 
penalized by paying twice for their basic services-once through private
mechanisms, and again through taxes. 

A challenge grant approach is possible for removing this final major
external constraint. Communities in some developed countries have adopted a
principle of reducing the effective tax burden upon neighborhoods that
organize alternatives to public sector service provision. In Houston and 
Kansas City, for example, hameowners' associations receive what is 
tantamount to a tax rebate if they arrange for private provision of refuse
collection services./10 The city refunds an amount approximately equal to 
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the savings that accrue to the municipality as a neighborhood gains in self­
sufficiency. 

This approach seems reasonable in developing as well as developed
countries, as a way of strengthening rather than deterring self-help
efforts. In 1980, for example, World Bank estimates placed the annual cost
savings to governent bodies in the Philippines fran the independent
activities of informal water users' associations at $12.5 million. Both thegovernment of the Philippines and the World Bank have since incorporated

these indigenous initiatives in their rural project designs, providing

skilled managerial and technical personnel 
 to assist the associations in thecreation, operation Fnd maintenance of both physical improvements and 
effeccive adninistration./jj Even a small amount of to areastax relief
that followed suit could result in substantial extenstion of this self-help
approach. 

The offer to reduce double payment problems need not worsen fiscalstrains in the public sector. Rather than rebating the full savings
resulting from reduced consumption of public services to neighborhoods that 
assume responsibility for their delivery, the governent in question canretain a portion of the savings-in essence, profiting fran increased local
self-sufficiency. 

** * 

Although most of the public sector actions described above assume a
primary role for the local governent, national governments also have a key
part to play. A powerful means of inducing localities to take action is forthe national government to establish competitions among municipalities toremove external constraints upon self-help organizations. Those citieswhich best demonstrate abilities to mobilize their residents as members of
strong self-assessing associations might become 
 eligible for additional

financial support fram the national governent.
 

Central governments should also examine the tax and regulatory

constraints that at present may the formation of
hinder self-assessing
associations at the local level. It may be possible, for example, to offer
rebates on national taxes to camxunities that become more self-sufficient.
 

Other options for national government include offering technical
assistance ommunity leaders who expressed interest in forming self­
assessing groups, and coordinating land tenure policies of governent
agencies. As noted earlier, the process of transfer of title to the
residents is slow and laborious because of Balkanized jurisdictions. InKarachi, Pakistan, leases are issued bI the Karachi Metropolitan Corpo­ration, whereas most slun land is owned by other government bodies who are 
reluctant to lose this source of revenue. Consequently, intra-agencydisputes often tie up the entire settlement upgrading process.12 In
Bangkok, security of tenure is not considered within the realm of the
national housing agency and must be negotiated with whatever government bodyowns the land. National governments should establish clear, defined
policies regarding the jurisdictions of the agencies involved in land issues 

http:process.12
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and the procedures nessary for transfer cf title or legitimization of
 
residency.
 

At whatever level of government, the optimal public sector strategy for
stimulating community self-sufficiency is to remove all possible external
(governmental) constraints on self-help organizations, once cmmunlity groups
agree to adopt mechanisms for removing the internal constraints. 

C. IMICATICNS FOR ME INDIGENOOS PRIVAE SECIDR 

The challenge grants strategy outlined above can be applied by the

private as well as the public sector. The following are among the most
 
inviting opportunities for action in the near term.
 

1. Opportunities for Action by Nonprofit Organizations 

hilanthropic organizations in the host country can establish
 
"challenge grants" that reguire recipients to form self-assessing associ­
ations. In already-developed areas lacking such asaociations, the amount of 
the challenge grant should be proportional to the nunber of propertyowners
and/or tenants entering into binding self-assessing commitments. In new
settlement areas, the support should be made conditional upon the
introduction of deed-based agreements at the outset of a housing project. 

For private organizations offering technical assistance to local
 
groups, the first need is to gain expertise in the operations of self­
assessing associations. Once this knowledge is gained, offers of technical

assistance can be made. conditional upon agreement by residents to organize 
a 
lasting self-help association. 

2. Opportunities For-Profit EnterPrises. 

Prof itmaking operations have major opportunities to catalyze effective
self-assessing associations, and to benefit financially from their 
improvement efforts. The following section highlights opportunities for
insurance companies, realty firms, banks, and other private sector 
companies. 

a. Insurance Ompanies. Property and title insurance companies in
developed countries have in some cases begun to offer policies on a group­
purchase basis. Large savings for hamecwners can be obtained when they buy
Into a group policy, rather than purchasing it individually. 

Frca the standpoint of insurance companies, such an approach has
obvious benefits. Although the premiuns may e substantially lower, an
insurance conpmny more by having much more propertycan make money covered 
ty its policies than before. 

To sell a group policy to an entire neighborhood, forward-looking 
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insurance conpanies may be willing to offer a challenge grant as a catalystfor hameowners to adopt self-assessing covenants. The covenants would
require participation by mnbers in neighborhood improv~nent efforts, in
addition to stipulating that the association members would purchase their
policies from a single vendor on a group basis. The resulting increases in 
property values would benefit both the haneowners and the insurance
 
comparny./Il
 

To maximize benefits for the haneowners, the association would enter
into a group policy on only a one- or two-year (renewable) basis. At the
end of each period, the association could revie offers from competitiveinsurance conpanies and enter into an agreenent with the compary able to do
most for the association. 

b. Realtors. Realty firms can also benefit from a "group policy"agreenent and fron the appreciation in property values generated by

haneowners' association efforts. 
 In the United States, realtors haveexpressed strong interest in offering challenge grants for neighborhoods
form self-assessing associations, provided that the association members 

to 

offer exclusive listings of their property through the realtor when it goeson the market. The assurance of having a flow of business fran the
association for a period could also induce realtors to substantially lower
 
their commission rates./14
 

c. Banks. A further opportunity exists with lending institutions
seeking to broaden their deposit-taking base. Honecwners' associations

could enter into agreements by which they pranised to steer their business
 
to banks that prcvide start-up grants or special financial services.
 

d. Developers/Contractors. Finally, although the associations couldprovide marry basic services through the "sweat equity" contributions of
labor by menbers, many ca1nunity improvements would require assistance frcmoutside developers and/or contractors. Once the needs of a neighborhood hadbeen ascertained by polling residents, an association could invite bids fran
developers and/or contractors to undertake the desired projects. As part ofthe compensation agreement, the hanecwners' association could offer the

winning bidder a share in the appreciated property values of lected parcels.

In return, the developer or contractor could make a near-term financial
 
contribution to assist the association's improvement program.
 

D. IMICATIONS FOR IN!WN ONAL DEVELOPMENT INST= CTIS 

At a time of severe resource constraints for international development
irntiitutions, stimulating comnunity inself-help efforts developing
countries can yield a highly beneficial leveraging of resources. A strategy
of catalyzing self-assessing associations to assume functions now often
oorly provided by the public sector can pay dividends in the form ofimproved economic efficiency and increased responsiveness to the needs of 

residents. 

Toward this end, international developnent agencies may wish to make
the presence of self-assessing associations a prime factor in their project 
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review criteria. For example, lending institutions could request that 
housing loan projects have self-assessing associations incorporated in them
fran an early stage. Similarly, loans and grants for infrastructure 
development and service improvement projects should require a substantial 
role for se.Lf-assessing -associations. The result of such a policy would be
 
to make many traditional development programs into challenge grants,

requiring a lasting, self-sufficient method of private financing for
 
operations that would otherwise require governmental subsidy.
 

Already, moves in this direction have been made. USAID and the World
 
Bank has recognized the importance of in-kind (sweat equity) contributions
by residents for the success of development projects and actively pursues

beneficiary participation in their sites and services and shelter upgrading
 
programs. Both types of programs utilize sweat equity as a ssoui-ce of laborfor construction of housing and infrastructure and a means of fostering
 
communuty cooperation. Sites and services programs provide residents with a
 
plot of serviced land which is then theirs to improve as their finances and

disposable time allows. Shelter upgrading efforts may take place in
 
squatter areas, on land that is held in common by a village or extended
 
family or tribe, or on individually owned plots in urban slum areas.
 

In rural areas, the principles of self-help and sweat equity have also
 
been employed in the realization of rural developnent goals for snall-scale
 
farmers. Irrigation systems, community wells for drinking and cooking

supplies, rudimentary sanitation systems, cooperative fertilization and 
local marketing programs have all been undertaken based upon the direct
 
participation of associations of farmers and their families. 
In some cases,

these programs are no more than the formalization of truely indigenous
 
projects that have been started by the local population. With technical
 
assistance and funding made available 1o them such grassroots efforts have
 
flourished at a much lower cost to the donor than traditional development
 
schemes.
 

Before the challenge grant/self-assessing association strategy can be
 
fully implemented, further field work may prove to be necessary. The scope

and budget of the present study has not allowed for in-depth examination of
 
the experiences--successes and failurens--cf self-assessing associations in
 
low inccme areas. Examples of successful covenants and burden-sharing 
agreaments are particular candidates for investigation in the near term.
 

Once the "nuts and bolts" of self-assessing associations have been more

fully examined? opportunities appear to be numerous for application of 
a
 
comprehensive dcallenge grant stratey on a demonstration basis. Successful
 
demonstrations of how challenge grants and self-help associations can
 
upgrade squatter settlements might prove of particular value, for example,

as the focus of international development institutions shifts increasingly
 
to the informal sector.
 

* *, 

Self-assessing associations are no panacea for the ailments of
 
developing countries. Large-scale, capital intensive infrastructure
 
improvements seem far beyond the reach of most associations, and the
 
technical sophistication and managerial skills of propertyholders in many
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countries remain undeveloped. But given the stringent fiscal constrains
afflicting LDC goverrnments and international development institutions, it 
appears essential to begin mobilizing private sector resources more
effectively for ccuuity improveMents. In a range cf settings, the 
strategy proposed in this report offers a possible means of awakening now­
dormant energies for self-help. 
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1. Thailand: The Building Together Project 

2. Incbnesia: The Kampung Improvement Project 

3. Peru: Villa El Salvador 

4. Philippines: Water Users' Associations 

5. Philippines: The Davao Development Fobundation 



1. TEAILAND: TE BUH__IIM TOGEMIER PROJECT
 

The Building Together Project, is a multi-faceted program for communitydevelopnent and housing provision currently operating in the Ladphroa area
of Bangkok. Through the cooperative efforts of the National HousingAuthority of Thailand and the project participants, residents havesuccessfully built their own hames, constructed community facilities and
undertaken maintenance responsibilities for common properties. The projectis especially innovative in that it utilizes cross subsidies frcm revenues on conmmercial property within the conmunity to finance community
improvements for residents. 

Faced with the rising demand for affordable shelter and the escalatingcost of housing construction, the goverrmnent of Thailand, through itsNational Housing Authority, has recently embarked on a move way fromheavily subsidized low-income housing toward the planning and implementationof self-help and cost recovery projects. Historically, the private sectorin Thailand has shown little interest in the construction of housing for
low-income households and there has been no national housing policy to
encourage their participation. This situation may soon change as thegovernent has adopted measures to free up capital for low-income housingconstruction via creative credit and loan services, thus expanding theopportunities for low-income citizens to purchase their own hanes. 

Apart fram these innovative policy measures, a number of cooperativeand self-help housing projects are currently underway in Thailand of whichthe Building Together Project is especially interesting. Located in Bangkokand presently housing 200 fanilies, this project was entirely constructed bythe residents who are bound together by a community association. membershipis mandatory and at present there are an additional 800 families on the
project's waiting list. 

The original participants in the project were divided into groups of16-20 people for organizational purposes. Each group then took part in thethree main facets of the program: compulsory attendance at 10 weekendeducational seminars, mutual aid construction of their houses and communityworks (commmity center, parks and marketplace) and finally, periodiccontributions to housing improvement projects and community developuent 
programs.
 

Project financing has been obtained fran a number of lendinginstitutions and all loans have been granted at market rates with bothshort- and long-term repayment schedules to be administered by the communityassociation. Additional construction financing was provided throughpercentage capital contributions y the residents and in-kind contributionsof labor toward community construction. Project participants have built
their own residences and also constructed a community center and a bus stop,with an outdoor market underway. Residents are responsible for allmaintenance on internal roads and parks while basic services are provided by
the public sector. 



Because comercial property has also been incororated in the BuildingTogether project, project coordinators have been able to utilize crosssubsidies to cover the costs of conmitity infrastructure. Lowest income
participants are not required to contribute to this expense with their 
portion being covered by increased rental charges on the commercial 
property. 

In summary, the success of this project can be attributed to theseinnovative elements in its design and the cooperative effort of the spectrumof institutions involved in its implementation. ahe availability of
orofessional and technical assistance from membrs of sponsoring academic
organizations and voluntary agencies has also contributed to its 
achievements. 

IV 



2. INDONESIA: ME R MI IM EMqNT PRITQE 

Research conducted on the sett.nc-rt upgrading projects that have beenconducted in the kampungs of Indonesia shows that those efforts that were
organized and implemented by the resident themselves have been much moresuccessful than the projects that were generated through outside
initiatives. In Subaraya, for example, in addition to making substantialimprovements on their individual hones the residents have built footpaths,installed exterior lighting and undertaken landscaping projects in the areas
surrounding their hanes. 

Most Indonesian urban areas were formed by the expansion and
conglaneration of existing villages kampungs.or Formally planned urbandevelopient efforts most often bypassed these traditional population centerscurning them into law-income settlement areas./, A variety of land tenuresituations exists in the kampungs. In somae cases, land has been passed downby families for generations while other areas have become available for

purchase fran the goverrment through land reform laws. 
 In 1974, the Kampung
Improvement Program (KIP) was incorporated in the Indonesian National
Housing Program as part of a Five Year Development Plan. At that time, theWorld Bank along with a number of international development agencies showedinterest in the initiative and were willing to assist the governent in its 
financing. 

The KIP projects have focused upon Jakarta and Surabuya and have metwith varying degrees of success. A recent World Bank study states that thekey to successful inplmentation has been the relationship between the 
program and the community. residents wereWhere local involved in

initial planning process the projects operated smoothly and time and 

the
budget
limitations were usually mt. In addition, if the kampung residents weregiven the opportunity to participate in the decision-making process theirwillingness to offer contributions of their time and labor increaseddramatically. These "bottam-up" approaches to cl.velopment have proven to be

vastly superior to "top-down" efforts. In fact, the most successful KIPproject has not been subsidized through World Bank financing. In Subaraya,
the W. R. Supratnan KIP has, for more than ten years, successfully
undertaken local developnent efforts. The Supratnan KIP was generated in1974 by the citizens due to the absence of sufficient local government fundsto finance the project. This "hane-grown" KIP has successfully inplemented
improvements in a number of kampungs all of which were initiated, organized
and more than half-financed by area citizens. 

The project components for the Supratnan KIP have been kept simple,initially confined to the construction of a simple road and footpath in eachof the participating kampungs. In the beginning of the program, emphasis
was placed on those kampungs which could contribute the most to thefinancing of the project, however, in the last three years cross subsidies
have been successfully utilized to broaden the scope of the improvements.
These projects have been carried out with the support of the local Public 

/1 Silas, Johan, "The Kampung Improvement Project in Indonesia." in G. K.Payne (ed.), Low-Income Housing in the Developing World." London: John
Wiley & Sons (1984). p. 72. 



Works departent in the implementation process with local citizens involvedin ,' decision-making. Results have been promising; in one kampung after
the footath had been constructed the households began planting trees andflcwers, garbage cas were provided and street lighting installed usingelectricity from the individual homes. In other areas, security guard
houses and community meeting halls have been constructed by the citizens and
periodic omunwal cleaning activities have been organized. 

The Supratman RIP is a strong indication of the achievement potential
of privately operated development efforts. Although the improvement process
has been conducted and largely financed by people of limited means, todayconditions are "equal to or better than the World Bank assisted KIP."During the ten years of its operation, this RIP program has utilized thevoluntary involvement of its member households to decrease the role of the
public sector fron "doer" to "supporter. "/I 

/i Silas. p. 82. 
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3. ME: VILLA EL SALVADOR
 

Villa El Salvador is a Peruvian village whre the citizenry has
sucesssfully undertaken a spectrum of responsibilities normally considered 
to 	be within the domain of the governent. In addition to constructing
their own residences, the low-income residents of the community have set up
an internal financing system for community projects, embarked on several

cooperative business ventures 
and started a local bus service. 

In Lima, Peru in May 1971, approximately 900 families who had set up
housing on privately cwned land were relocated to the outskirts of the city.
The new area, Villa El Salvador, was laid out in plots and only minimal
services were provided (unsurfaced roads and street lighting at the entranceto the settlement). By April 1976, the population of the village had risen 
to more than 130,000. 

Uhe residents of the Villa El Salvador nohad previous cooperativeexperience and at the time of the resettlement were largely strangers to one
another, linked only by the coincidence of their eviction fran the urban 
squatter settlement. Given the problems inherent in establishing a sense of
cooperation and mutual interest among such a forced grouping, the task of
organizing the village into a working community was extremely formidable.
Bacwever, after five years of existence the progress made by the residents in
both organization and realization of local developnent was nothing short of 
remarkable. 

A comunity organization had been formed and its leadership elected by
the residents. his association was involved in a broad range of 
activities, including: 

* 	 securing internal financing for cooperative projects through 
a self-managed community bank; 

* 	 dissemination of information regarding improved hygiene and 
health practices through a community health center; 

* 	 operation of a local bus service; 

* 	 selling construction materials and operating a contracting business; 

* 	 generating employment through a clothing production workshop; 

* 	 the identification of land speculation by plot occupants. 

In 	his anaLysis of the success of Villa El Salvador, R. J. Skinner, aspecialist in low-income housing the developing world, a numberin 	 notes of
factors which set the coiminity apart fran the rank and file of self-help
projects that often fall far short of their goals. one of the most
important elements was the understanding of the residents, fran the outset,
that the state was not to be the leader of the project and that any and alldevelopnent initiatives were fran 	 themselves.to 	come the people The role
of the governent was limited to that of an advisor and supporter of these
local ndertakings. In addition, the actual assistance offered by the 
government in the course of the Villa El Salvador development program was 



minimal. The residents were forced to provide as much as they could forthemselves since the state defaulted on many of its pronises to provide
loans, infrastructure, capital equipnent and services. 

Although the relative autonomy and organizational independence by the
community was an important achievement, the lack of integration between 
governent and community had certain negative effects. The inability, or
unwillingness of the governent to provide requisite authorization forommunity efforts or "fast-track" the needed processing of certain
registrations and licenses was an obstacle to the realization of certain
projects. In one instance, the community bad successfully built a centralmedical clinic, financed through its own bank loans. The Peruvian Ministry
of Health failed to issue the authorization to sell medicines to the clinic,drastcially reducing its income and causing liquidity difficulties for the 
bank. 

Another pivotal factor in the realization of effective community action
by the local populace was the emphasis placed by the organization leadershipon comprehensive participation. Through prior political activities, several
of the leaders had had experience in grassroots mobilization and were ableto successfully involve the menbership in the start-up activities crucial to
the future cf the community. The initial successes achieved boosted groupmorale and provided impetus for more ambitious projects. By including a
variety cf business endeavors in the scope of the association's work,
avenues were created for social imbility within the framework of the
village, an additional incentive for active involvenent. 



4. PLMIPPINES: WATER USERS' ASSOCLSATIS
 

Water users' associations are found in various forms throughout much ofAsia. These rural groups are formed accessto provide mutual to a limited 
water supply and to build the structures necessary for water control in 
areas where flooding is quite common. The traditional social structure of
the rural environment provides a finn foundation on which to base these
 
participatory projects. In the Philippines, the involvement of the
 
government has been especially helpful. 
 The National Irrigation
Administration (NIA) the financing ofhas become involved in irrigation

facilities and dams through creative loan arrangements with the
 
associations. The individual farmers must contribute 10 percent of the
initial costs for materials in order tt utilize the facilities. The
remaining expenses are then covered through the self-assessed fees payed by
the farmers to the association. 

Adequate water provision is a crucial element in the agrarian-based
economies of the developing world. The scattered locations of small-scale
farming areas has made the integration and supervision of government-led
irrigation projects difficult to achieve, forcing goverment officials to

rely more heavily on the famers themselves for the realization of project

goals. In this light, national goverrnments and international development

organizations have shown increasing interez! in the encouragement of water
users' associations to help manage and maintain irrigation systems. 

The concept of water users' associations is not new, in fact,indigenous cooperative irrigation systems have existed in many Asian 
countries for centuries. These organizations have shown a remarkable degree
of sophistication in their knowledge f the rainfall patterns and soil
 
characteristics of their regions, as well as an ability 
to effectively planand construct the irrigation systems. In many respects, these local groups

have advantages over bureaucratic management, their intimate knowledge of

the local situation allows them to be more responsive to local needs for
 
water distribution and system maintenance; they can use social pressure

enforce association rules; and they place the cost of system construction

to
 

and maintenance directly the those who utilize the ratheron system than
 
depleting limited government resources./,
 

Perhaps the greatest problem that has confronted the indigenous
organizations has been the lack of proper construction materials to build
dams and water diversion structures in the small streams that flow through

their fields. Historically, these structures, 
 built fran logs and stones,

have been unable to withstand the torrential downpours characteristic of the

Philippine rainy season, often resulting in extensive crop damage. In
addition, the farmers are forced to devote considerable time and expense to
building and rebuilding these primitive dams. Faced with this recurring
problem the farmers have sought governent assistance to build permanent
irrigation structures. Although irrigation projects have been financed by
the Philippine government for over thirty years, it is only recently that 

/, Korten, Francis F., Building National Capacity to Develop Water Users'Associations, World Bank Staff Working Paper Number 528, 1982, p. 6. 



efforts have been made to center the project design around the farmers

themselves rather than the rhysical construction of the project.
 

This new approach to irrigation project design has met with great
success. The prior experiences of the NIA with water distribution projects
had shcwn that those initiatives which separated the organizational aspectsof the project fran the actual system implementation and operation oftensuffered from user ap.thy and dissatisfaction with the layout of the
system. In addition, when farmer participation was rot solicited by the
govermnerit the record for cost recovery was extrenely poor. Given these
problems, appropriate changes were made in the project design in an effortto strengthen the sense of ownership and concern with maintenance of theproject participants. Greater attention was paid to the social aspects of
the project: the encouragement of cooperation among the farmers; educationand training in the technical and financial aspects of the system; and a
well-supervised follow-up period once the infrastructural 
 construction had 
been compl eted. 

Te financing of the participatory irrigation projects has beenespecially creative. The costs of materials, equipnent and labor to the

farmer are initially financed by way of a government loan to the

association. A counterpart contribution is secured fran the farmers
amounting to a minimum of 10 percent of the cost of construction through
labor, materials, rights of way or money. The remainder of the loan is thenrepaid over time through periodic fees charged to the farmers and collected 
by the association. 

The traditional social structure of the rural environent provides afinn foundation on which to base participatory projects. In the early
stages of project design, program organizers identify those persons whose
leadership position in the community is acknoledged by its members and who are willing to dedicate themselves to the project. Mhey then solicit theiractive assistance in mobilizing the association. By reflecting the existing
local decision-making structure in the directorship of the organization andidentifying the committed workers early on, the NIA has found the farmers as a whole more willing to dedicate themselves to the project's realization. 

The farmers identify who will be served by the system and encouragethem to join the association. At the same time, they develop rules fortreatment of those persons who choose not to join, generally establishing
higher irrigation fees for non-members. Project organizers encourage thefarmers to incorporate a number of features in their association y-laws,
one of which is that membership be composed of only those persons who
actually use the water, that is those persons whose attention to the
operation and maintenance of the system will directly affect their own
liveLihood - not absentee owners. 

An additional organizational element in the the projects has been thecreation of structures that encourage the careful reporting of the use of
association funds to the general membership. Such safeguards help to
prevent suspicion and accusations over Thethe handling of fees. utilizationof the water users' association as the project's financial center and
collection anm has resulted in a remarkable improvment in both the cost of
construction and the farmers' credit record. Government officials have 
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noted that assocLation members have taken seriously the repaymentrequirement and have sought ways to minimize construction expenses. 

The water users' associations have proven to be extremely effectiveorganizational units for project construction, implementation, operation andmaintenance. By encouraging the input of the farmers early on,identification with project goals and satisfaction with the system design
has been fostered among the participants. Given the problems encountered
with financing rural deveLopment 
 programs in the past, the Philippinegovernent required the NIA to collect repaymert of all project constructioncosts, and thus far the reslts h-.Te been inprsaive. 

In addition, the NIA has taken an active role in the provision oftraining services to the farmers to ensure the long-term success of theassociation as an independent organizaEion. Water management courses,financial management instruction and the promotion of permanentinformational linkages between the governent and the associations are allbeing incorporated into the irrigation program design. 
Tha experiences of the water users' associations in the Philippineshave shon that participatory projects be extremely effective evencan

the most remote and dispersed rural envirorments. The success of the 
in 

project has resulted in substantial changes in the manner in which thegoverment plans to administer similar development initiatives in thefuture. It is evident that in the construction and maintenance ofirrigation systems the traditional top-heavy, centralized approach todevelopnent is inappropriate. Moreover, the willingness of the farmers totake on total responsibility for the systems and the economic and socialbenefits fran their efforts hold powerful implications for the applicationof similar programs in the Philippines and throughout the developing world. 



5. 1:3LIPPINES: DAV1 DEVEIMENT EJNMTfl 

The Davao Village in the Philippines is an innovative residentialdevelopnent where a hanecwners' association is currently functioning as theorganizational mechanisn for local service delivery and improvement efforts.he association members, bound by a deed-based covenant, bear responsibility
for maintenance of shared facilities, construction of community buildings,and public transportation service. lembership in the organization ismandatory for all Davao residents and strict regulations are in force

regarding the collection of periodic membership dues. 
 Over the past fifteenyears, the association has been remarkably successful in both community

organization and housing development.
 

-Bakgrounl
 

In 1969, the rapidly growing city of Devao in the southern Philippineswas stffering fran an alarming housing shortage. In-migration andpopulation growth had created an acute need for additional hones for lowincome f amilies in Davao City. Under the conditions then prevailing it wasimpossible for these households to purchase their own homes. In response tothis problem, local businessmen established the Davao Development Ebundation(DDF), a non-prof it private organization designed to promote the socio­economic development of the city and to provide alternatives to squatter

housing for low income groups. 

Seed capital was provided through interest-free loans fran foundation
members. Land was obtained at a concessionary price due, in part, to its
remote location but primarily 
because the owner was also a foundationmember. The chosen project site was a cacao plantation in the Village of
Mandug, some 13.5 kilometers northeast of the center of Davao City.
Construction began in 1972, but only after exhaustive haggling with local
city officials who harbored suspicions that the project was "too good to be
true." One of the foundation's founders now describes the experience as
"excruciating." Despite these rocky beginnings, 
 by 1979 the DDF village wasa thriving community of 782 households occuying 31 hectares of serviced
 
land.
 

Management and Organization 

Although the management of DDF is vested in a nine-mnber Board ofTrustees made up of members of the business community, the responsibilityfor administration and project extcution rests with the residents. The DDFhas implemented a social development program to ensure resident
participation in community projects. The operating am of this program isthe Davao Homeowners' Association. Membership in the association isautomatic for residents of Davao Village and group achievements to date have
been impressive. At present, the association operates a bus serviceconnecting the village to Davao City, provides sanitation services,maintains the water system and street lights. In addition, with the

and 

assistance of DDF, the homeowners association has established a kindergarten
and high school in Mandug as well as a community health clinic.Recreational facilities have been constructed and a local cultural ensemble 



has also been organized. F-nally, a cottage industry wrkshop has been

started as an inome-augmenting project for the residents. 
 The ultimate aimof the social development program is to make DDF village a self-contained 
community. 

The DDF board acts primarily as an intermediary between aspiring hanebuyers and the governmental housing entities. The principal governent
 
agency involved in the funding of housing projects is the Social Security
System (SSS), which provides subsidized housing finance to individual
 
applicants. Total project cs
a through SSS financing amounted to 
US$666,700, by September 1979, when the first three phases of the Mandug

Project were completed.
 

The Housing rogam 

In addition to the aforementioned association membership requirement,
potential residents must agree to several strict covenants imposed by DDF.
Cnly immediate family members of the homeowner are permitted to live on his 
property. The housing unit cannot be used for comercial purposes, nor can
the property be rented out. Furthermore, a haneowner cannot engage in

domestic activities that would be detrimental to the village environent.

ConseqLently various forms of lives':ock raising are prohibited. The written
permission of the DDF is required for all forms of construction activities.
Additionally, the haneowner is required to py his corresponding share for
 
usage of the communal water pumps and street lights and is responsible for

the maintenance of that portion of the drainage canal fronting his premises. 

Covenants regarding the payment of association membership fees to cover
community services are contained in the various contracts executed by the

applicant as conditions of the sale agreement. Non-compliance with these

village regulations could result in a fine of US$278 or even lead to the
 
repurchase of the housing unit.
 

Foundation menbers are ware that in order to make housing units
available to low income families construction costs must be kept to a
minimum. With this in mind, modest development specifications have been
adopted, such as uncovered canals for drainage and sewerage and simple
asphalt roads. In addition, the selection of housing units is limited to

six models and all designs include concrete walls and G.I. roof sheets 
-the least expensive construction materials available. The size of housing
units ranges fran a 40 sq.m. "core" at US$639 to a 60 sq.m. "deluxe" for
US$1,693. All hanes are constructed on 240 sq.m. lots which are sold at 
US$1.3 9. 

Purchases of construction materials are made in bulk and in cash totake advantage of market discounts. Interim financing assistance for these
materials is obtained fran the Philippine Business for Social Progress
(IESP), another private foundation, which in turn is repaid through SSS
housing loans after completion of construction. To counter escalating
building costs, DDF has embarked on a community cooperation program for
house construction. Future haneowners are grouped into various work teams 
to construct their own houses, while DDF furnishes the technical expertise
and administrative functions. This schene has served not only to reduce
labor costs but has fostered a sense of cooperation among the team menbers. 



Financing Pai 

Liberal long-term housing loans by the SSS under its Group Housing Plan 
have allowed residents to pay low monthly amortizations on house and lot 
ranging from US$2.78 to US$11.11 for 25 years. Each hzne buyer applies forthe housing loan through MDF which then determines the eligibility status. 
The applicant must be an SSS member, married, with total household monthly

earnings of less than US $66.77 - $83.33. However, these processing fees
 
may be paid on an itallment plan between the applicant and DDF. No down 
payment is required. As a result of these liberal financing terms and

additional cost reductions, DDF village is able to offer 
the least expensive
housing in the Philippines. 

The DDF has realized that althougf its financing terms are already low,they nonetheless remain beyond the capacity of the poorest sector to pray.

In 1980, 20 percent of Filipino families were 
earning less than US$13.89 a
month, an income too low to afford the required monthly payments for DDF
dwellings. Oonsequently, DDF is continuing its efforts to bring housing

costs down. Studies are underway for a joint housing venture in which PBSP

would provide the overall financing and DDF would manage and develop the

project. Envisioned to serve families with income of US$27.78 and below,
this proposed project would be a departure fram existing design standards,

utilizing construction materials presently considered unacceptable by

goverment housing authorities.
 

Problems and Constraints 

A nunber of problems have arisen in the realization of the Davao
project. As mentioned above, the Philippine government has imposed strict 
regulations regarding construction materials and land improvement
reuirements that have added consi&rably to the cost of development. In
addition, financial documents are often tangled in the web of goverment
bureaucracy. The SSS loan application process is plagued by delays and
approval time can vary, further complicating the construction process.
Finally, while these problems have impeded the realization of certain
foundation goals, the safety of the Davao village itself is now being
threatened by the escalated activities of anti-goverrnment rebels in the
surrounding area. The future of the village mnsequently ray largely depend 
upon factors outside the control of its residents. 

http:US$27.78
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