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CHAPTER I
BACKGROUND

THE MILLION HOUSES PROGRAMME EVOLVES

The Million Houses Programme (MHP) evloved in 1984 from its
Tagk Force beginings of 1982, Until then, conventional provider-based
housing was the cornerstone of State Housing Policy. The theoretical
framework of such policy was a conventional supply-oriented housing
which was project-based and consisted almost entirely of programmes
of new houses built by the State. Conventional policy assured that
the State had to intervene dominantly by creating a separate public
sector housing process. As a result, there were two main processes
- the People's Mainstream and the State Sub-stream.

Within the parameters of provider-based housing, progress was
slow. The Hundred Thousand Houses Programme (HTHP) intiated in 1978
sought to construct a hundred thousand new housing units by the end
of 1983. Through the HTHP (1978-1982) implemented with  unmatched
political will and commitment as one of the three lead projects in
the National Economic Plan, Housing became a household word in the
country. The HTHP which had wide geographical spread accounted in
some years for as much as 14% of general public investment gave
hitherto unseen access to housing.,

The HTHP - An Outline

- Assumplion "the State had 2o .intervene dominantly;
thereby creating a sepanate pullic secton housing pro-
cess, Fon the public secton this lecame the 'mainstiream
process’”,

- Theonetical foams "Conventional supply - oniented house-
ing ¢ dinstant, project - Lased; almost entirely a pro-
gramme of new houses”.

- The sub-programmes with method of construction:

Units
Urban Housing (dinect construction) 75,027
Clectonate Housing (dinect construction) 5,880
Runal Housing (aided self-help) 40,998
Housebuildens’ Loans 37,705
Slum and Shanty (families) 8,000

Total units 107,610
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Total expenditure 1978-82 : Rs, 3835,9 N
Us § 158,2 N

(Susil Sinivardana : The Million Houses
Programme - Aspects and Issues ¢ July 1983)

On the lessons learnt and experience gained in the HTHP (1978-
1982) the MHP (1984-1993, later reduced to 1984-1989) evolved., 1982
was devoted to the crafting of the new policy while 1983 was the
planning year. 1983 also saw the implementation of a planned pilot
project phase which fused with the next year as well. Island-wide
implementation of the MHP commenced on 1lst January 1984, The new
strategy was drafted by a Task Force which maintained throughout
& close dialogue with the prime Minister.

The task Force started with some givens:

- Political Imperative - the Million Houses Programme.,

- 4% of Annual Public Investment foa Housing,

- 5% of Annual Pullic Investment fon Uaten Supply and
Drainage.

= Pre-eminence of the flainstream,

- How 2o neach the most with the Least quest fon minima.

- Housing - entry point, nexes, catalyst for widen deve-
Lopment,

- decentralisation ¢ Local and Community - Lased decision
making.

(Susil Sirivandana : The Million Howses
Programme - Aspects and ILssues ¢ July 1983)

. SUPPORT-BASED HOUSING — CORNERSTONE OF THE MHP

The evidence of the Census of Population and Housing (1971~
1981) which showed that during the inter- censual period the private
sector process had constructed 7 houses to every single house cons-
tructed by the public sector process, combined with the required
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scale of construction of the MHP, the limited financial resources
available for the programme and the learning experience of the HTHP,
resulted in a radical shift of State housing policy. Provider-based
housing was replaced by Support-based housing in the MHP. Support
policy meant that the State would no 1longer construct and provide
houses : It would instead re-vitalise the mainstream (ie. private
sector individual family) traditions of building and design, over-
coming the issue of the constraining official building standards.
It will aim at mobilising the huge reservoir of voluntary family
labour and the human creativity of individual user families. It will
hope to achieve all this by decentralising decision-making and
implementation to the point of local action. This strategy is based
on the experience that the people are capable of taking all decisions
about their development if they are given the necessary support.
The role of the State is to give support.

Methodologically, Support Programmes aim at helping existing
processes of the poor, through which they attempt to transform their
housing environment. Such programmes aim at recognising the efforts
of the poor to improve their living conditions by operating the local
networks which they control and by taking access to opportunities
within their reach, and at supporting such efforts by giving access
to resouces which they otherwise cannot easily reach, The dogma on
which support-policy is based is that in the process of development,
the people have their own processes which should be the starting
point for any development process of the State. According to support-
policy, the State participates in the development processes of the
people in place of the people being invited to participate in the
processes of the State., The production of houses will be by indivi-
dual families through their individual efforts and the State will
participate in this mainstream of housing production by giving sup-
port to it. Hence the fundermental slogan of the MHP - "Minimal Inter-

vention, Maximal Support by the State: Maximal Involvement of the
User families",

All decisions on housing are taken by individual families in
complete freedom. In the Rural Housing Sub-Programme (RHSP), the
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only stipulation is that there should be a permanent roof. In the
Urban Housing Sub-Programme (UHSP), certain Standards are imposed:
But very importantly, the Standards are developed by the Community
itself at Site-specific Workshops on Community Building Guidelines.
The new approach has liberated housebuilders from many constricting
building procedures. They can use locally available building
technology and vernacular building techniques. The relationship
between the State and the house-builder is a non-dominating one,
The State provides guidance, but it is not mandatory for the
house-builder to accept these guidelines.

The methodology of the new approach is one in which the main-
stream of housing production - a tradition that builds houses at
very low cost in contrast to its State sector counterpart - takes
over the task of housing production. Public agencies get involved
in the process in order to provide the initial push, provide the
rock bottom infrastructure upon which the people could build accord-
ing to their own priorities, and provide access to resources which
may otherwise prove a stumbling block to continued building activity.

The ideology of 'Minimum Intervention, Maximum Support' places
the human being at the centre of the housing programme. Human creat-
ivity and human inventiveness become the primary resource in all
work connected with housing. This means trusting the people: Trust-
ing the poor.

The present ideology contrasts sharply with the ideology on
which earlier housing programmes were based when there was a clear
gap between the plauners, designers and the builders on the one side
and the users on the other. The poor were pre-empted from deciding
on their own shelter. Provider-based housing did not permit the people
to decide how to build. The full and free choice within the limits
of affordability while putting the human being at the centre of the
housing process is a basic tenet of the MHP. The actual building
operations are controlled by none other than the actual users
themselves.
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New Strategy Outcomess

= Minimal Intervention Maximal Support 8y the Sitater
flaximal involvement By lUsers, Usens - fonce, a creat-
{ve nresounce.

- State’s nole is to strengthen existing mainstream &y
enabling, By creating opportunities; just Like .in agni-
cullure whene Larmens do the growing and the State
creates conditions foa it, and supponts id,

- Hiernanchy of needs - hierarchy of solutions = hien-
archy of housing chodices = housing fLoans,

- Housing as a form of Basic needs satisfaction: as a
means Lo a wider development.

- cosl effectiveness and maximal use of scarce nesouncess
trade off - minimum standards vs muich Lorngen numbens,

- Incrementalism and upgrading are cone principles.

- Decentralised management and decision - making marnying
Local government with housing.

- Basic semwices, especially water, assume key dmpont -
ance,

- Delivery of zerviced Land as opposed o deliverny of
houses,

- Buneaucnacy changes nroles: Lecome housing extension
wonkens, Resounce .intermedinies: Infoamation and com-
munication vitally impontant.

- The Nillion Houses Programme is neally a process
capable of mobilising, stimulating, generating, cata-
Yysing, complementing, initialing seeeveees

In Summany
=Previous Process Invented

- Mainstream Rediscovered and Reconstituted.
- A new process in Motion,

(Susil Sirivandana ¢ The Million Houses
Programme - Aspects and Issues ¢ July 1983)
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The MHP is made up of 6 Sub-Programmes.

1.

The Rural Housing Sub-Programme (RHSP). This is a programme
reaching the rural poor all over the country.The National
Housing Development Authority (NHDA) is the lead Agency. 50,000
to 60,000 families are reached every year.

The Urban Housing Sub-Programme (UHSP). This sub-programme
is specially for the urban poor. All Municipal Councils (13
in all) and Urban Councils (38 in all) are reached., NHDA is
the lead agency. Annual coverage ranges between 13,000 to
16,000.

The Plantation Housing Sub--Programme., (PHSP). This sub-pro-
gramme is specially for the plantations. All workers and staff
can benefit from it: Is expected to transform the total stock
of line rooms and quarters. The lead agencies are the Janatha
Estate Development Board (JEDB) and the State Plantations
Corporation (SPC).

The Mashaweli Housing Sub-Programme (MHSP). The Mahaweli is
a sector by itself. The Mahaweli Authority of Sri Lanka manages
this programme.

The Private Sector Housing Sub-Programme (PSHSP)., This sub
programme has two strands - the Informal and the Formal. The
Informal Private Sector refers to individual family home-
builders, while the formal Private Sector refers to the grow-
ing number of property developers. A wide network of small
and large institutions such as Rural Banks, Thrift and Credit
Co-operative Societies, the State Mortgage and Investment Bank,
the Housing Development and Finance Corporation and Commercial
Banks assist these groups with resources.

The Major Settlement Schemes Housing Sub-Programme (MSSHSP).
This Sub-programme reaches the Non-Mahaweli Sector of other
ma jor settlement schemes. The Kirindi Oya Project is the largest
of these schemes. The Land Commissioner is the lead agency.

Of the above sub-programmes the two main Low Income Programmes

are the RHSP and the USHP. Of the two, the RHSP represents the older
experience, covering a period from January 1984. The UHSP commenced
a year later in January 1985. These two sub-programmes are, in fact
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'resource sub-programme' which offer completed, ready to occupy
housing.

Forms of State Suppont
- Shelter needs vany. So possible solutions have to Le
sevenal, Therelone Housing Options on Choices. ’

- Housing needs = Housing options = small Housing Loans
- The Main Option Packages are ¢-

1. Upgrading Package.

2. New Basic House Package,

3. Witities Package.

4o Sites and Services on Navagamgoda Package.
= Other Forms of Suppont are:-

1. Regularisation of Tenure.

2. Housing Advisorny Services,

3, Community Education and Onganisation.

4, Technical and Social Infoamation.

(A Guide o the Unban Housing Sub-Programme
ALon Low income Groups ¢ NHDA : Marnch 1985).

FOCUS ON RURAL HOUSING

Housing, even in the predominantly agricultural countries of
Asia and Africa, is still conventionally associated with an urban
context. However in the HTHP (1978-1982) in Sri Lanka, of the 100,000
houses, the share of the Rural Housing Programme was 50% or around
50,000 houses. Such a large and prioritised rural housing programme
is a distinguishing feature of the housing department programmes
of Sri Lanka after 1977. The Rural Programme of the HTHP (1978-1982)
comprised four separately identified projects:

The aided Self-help Housing schemes,

The Udagam or Model Villages,

The Thirty Houses per Electorate Schemes, and

The Fisheries Housing Schemes.

Under the MHP (1984-1993, 1later reduced to 1984-1989), the
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relative importance of rural housing to urban housing has incre-

ased still further. From January 1984 to the end of May 1987, of
all families reached through the the RHSP and the UHSP of the MHP,
88% have been rural while only 12% are urban,

Total Number of Families Reached

Year RSP uASP
7984 43213 -
7985 42077 7584
7986 60339 10419
1987 (upto fay) 16020 4439
1984-87 (Sevana 6711 -
Fund & Yovun

Nivahan ) .
Total 168358 22442

Total Number of Houses Completed

Year RASP UASP
1984 36552 (84.58%) - -
7985 35237 (83,74%) 2314 (30,51%)
1986 34489 (57.16%) 3484 (33,44%)
1987 (upto May) 1407 (8.74%) 749 (16.87%)
1984-87 (Sevana 3040 (45.29%) - -
Fund and Yovun

Nivahan)

Total 110719 6547

Money Given as Housing Loans (in Rs fin)

Year RASP. UASP
1984 189,832 -
7985 217,585 38,460
1986 255,853 72,380
1987 (upto May) 80,487 39,953
1984-87 (Sevana - -
Zund and Yovun

Nivahana) i
Total 143,751 150,793

(sounce ¢ NHDA)
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USHP - Provision of fand, Infrastructure and Amenities :-

Yean Families necached  floney spent in Rs, fin,
1984 - -

1985 22,372 65,861

1986 16,598 30,904

1987 (Upto lay) - -

Total 38,970 96,765

The goal of the MHP is to reach a million or more poor families
within 6 years, at lesser cost to the nation and greater satisfact-
ion to the actual builders. The programme is founded on the main-
stream of Sri Lankan house-building which the State supports, stren-
gthens and complements through the MHP. The programme caters to a
variety of different needs and priorities : new housing and upgrad-
ing, water supply and sanitation, infrastructure and utilities, land
and loans, skill training and technical information, decentralised
decision-making and village/district development. The State supports
the satisfaction of these needs and priorities by providing plots
and loans, easing constraints, informing builders, and training both
participants and staff. The state intervenes only when individuals
and communities cannot solve their problems on their own. The State
assumes the role of facilitator and supporter, while individual
families remain doers and decision-makers.

The Guiding Principles of RHSP
- Reaching the most with the dLeast on macimum spread
with minimum outlay,
- flinimum and 8asic stoandards fon many than high stand-
ands for fLew,
« Cost eflectiveness of sofutions.
Affordalility individually and nationally,
Help the needy to help themselves,
Housing as a form of Basic needs satisfaction ¢ a means
and nol an end,
flaking the most of self-help, mutual-hedp and sell-
neliance,
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- Adopt and neinterpret traditional technology.

- Gramodaya fandala (GM) area Becoming planning and imple-
menting frame.

- Decentralised decision-making ¢ planning and dimple-
menting from the fottom up : GM plans - Pradeshiya
Mandala (PM) plans - District Housing plan (DHP).

- Making GMs and PMs eflective arural development insti-
tutions,

- Improving the quality of Life of rural and plantation
oon,

(Implementation Guidelines - Rural
Sub-Programme 1984 )

The target group to which the RHSP is addressed comprises all
poor rural families with a monthly family income upto Rs,1250/-,
The UHSP has as its target group, all poor urban families with a
monthly family income of upto Rs.1500/-.

THE SMALL HOUSING LOAN

The housing loans given under the RHSP are the very meagre
loans that are given to low income rural families (defined as those
earning less than Rs.1250/- per month). The loan ceilings are kept
at the lowest possible levels. This loan scheme which incorporates
loans ranging from Rs.3000/- Rs.8000/- in the rural sector was evol-
ved in 1983 at a time when the State was spending amounts ranging
from Rs.17,000/- to Rs,25,000/- for low-cost type-plan houses built
through the Aided Self-Help method under the HTHP which was consid-
ered genuinely cost-effective when compared to the cost of Direct
Construction Housing. The Small Housing Loan Scheme was guided by
the consideration that the mainstream of rural housing built basic
houses at very low costs through the use of family-labour and the
command over natural raw materials,

But the poor on whom the mainstream housing process depends
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for its vitality, are more prone to sudden and frequent financial
crises than others. Though the mainstream builds houses cheaply,
efficiently and abundantly, it is found that building operations-
new and upgrading -~ are often impeded by the existential conditions
of the poor. Often people try to build, but their ability to succeed
or complete their efforts is limited by frequent shortages of cash,
Between the desire of the poor for improved shelter and its attain-
ment lies the frequent oppression of cash shortages. The housing
loan seeks to bridge the cash gap by putting into the hands of the
lowincome house builders a minimum of cash to overcome constraints.
With the money available from the loan, it is expected that the poor
would fearlessly embark on their building activities. The loan is
also intended to provide leverage and manouverability over essential
market-based supplies such as bricks, cement, timber and the skilled
labour of masons and carpenters. The housing loan is intended to
embolden the poor to initate and sustain building activities which
would otherwise be full of risk.

The smallness of the loan has made it clear that it is being
offered only as a support for those at the bottom end of the scale
vho are helping themselves.

The Small Housing Loan

It is not that Rs,7500/- is Quilding a Basic house with
a fLatrine, It is also not conrect that Lanily Laloun
alone is Building that house. Neithen of these two main
strands alone 8y themselves are rerforming the task of
successful delivery, Only Both in combination can achieve
iL,

Idonott/wz/ci.t.é_am/ul.toioolaieakey,eadoaout
ammm.rmuummm
sell-help on fLamily Laoboun is playing a dominent nrole
in the overall effont, A gneat deal of Labourn is being
invested in the progrnamme., But *he same dnput of Laboun
2o nealise ils end objective of a house 8uwilt to a habi-
table Level, nequines the support of a small quantum
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of -cash, UWithout that minimal credit, the objective can-
nol Be nealised, Apant from these two main strands, there
are othen contributony elements and impulses. These are
quantities Like enterpnise, .ingeruity and expeniment-
ation which also play a supportive nole,

Thene is also the mediation of the Baasunnehe on the
designen who is the mason himsell. Where the Baasunnehe
{8 skilled in dntenpreting and handling traditional tech-
niques, the product is nich and possesses menit in teams
of design and economy., lhere the mason on canpenter .is
Less shilled, costs go up and the product is commonplace.,

(Susil Sinivandana : the Small Housing Loan - Ingen-
uity and flethod - An .inquiny .into a Sai Lankan
Implementation Experiance. 16th Decemben 1984)

HOUSING OPTIONS AND LOANS PACKAGR (HOLP)

Housing is an intensely personal human activity. People take
decisions about their own shelter from a number of options available
to them. Choices are, by definition, personal and differentiated.
The MHP has provided a vehicle which enables low-income house-build-
ers to exercise full and free choice about housing improvement within
the limits of affordability.

"Forn the exercise of such choices in conditions of auto-
nomy and on a larnge national scale, there had to 8e a
vehicle which would confer LlexiBility, simplicity and
dimplementability, In other wonds we needed a vehicle
to embody and operationalise the Options Imperalive,
Finst the Runal HOLP and fater the UnbBan HOLP wene the
two vehicles we fashioned,”

(Susif Sirnivardana : Reflections on the Imple-
mentation of the Miftion Houses Programme.
9th Novemben 1985)
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HOLP is the name given to the variety of choices being offered
as solutions to low-income shelter needs and problems. The options
are the answers to the needs. Four categories of Needs are matched
by four categories of Housing Options. Finally, Options get reflected
in the form of Housing Loans. In a sense, the HOLP is :he essence
of the RHSP, The selection of a particular option (and therefore
of a particular form of a loan) is determined on the one side by
the particular Need of an individual family and on the other side
by the activity of that family to Afford it and Repay it,
Affordability and Repaybility are vital concerns before anyone selects
an Option.

Under the RHSP, any family with a monthly income upto Rs.1250/-
a month is entitled to a housing loan. Within this ceiling the mini~
mum income required for a family to be able to repay the monthly
instalment of any particular form of loan has been calculated by
NHDA to be as follows :

Form of loan Minimum monthly Monthly income
loan repayment required to be

able to afford
loan repayment

Rs. 2000 loan RS, 13.82 Rs. 138
Rs, 3000 loan Rs. 20,73 Rs. 207
Rs. 3500 loan Rs, 24,18 Rs. 242
Xs. 4000 loan Rs, 27.64 Rs. 276
Rs. 5000 loan Rs. 34,55 Rs. 345
Rs. 7000 loan Rs. 59.08 Rs, 395
Rs. 7500 loan Rs, 67.52 Rs. 430

(Source : Implementation Guidelines -
Rural Sub-Programme : 1984)

Monthly loan instalment can be paid over a five, ten or fifteen
year period - the choice being with the beneficiary. It is expected
that his decision - both on size of loan and repayment period - will
be guided by the priciple of 'Affordability' which will in turn be
determined by the level of his monthly family income,



=14~

HOUSING OPTIONS & LOANS PACKAGE
(Rural and Plantation Areas)

Needs Options Packages: Loan Target Int- Repayment
Main & Sub-Categories Ceilings Group erest Period
(Maximum)
-Upgrading 1.0. Upgrading Package
repairing 1.1. Upgrading house + 5000 L 6 15 years
latrine
improving or 1.2, Upgrading line + 5000 L 6 15 years
extending latrine
existing 1.3, Upgrading house + 12000 M 10 15 years
houses or line latrine
2.0, New House Package
-where land is 2.1, Incremental or 5000 L 6 15 years
available core house
and only a 2.2, Incremental or core 7500 L 6 15 years
new starter house + individual
house is services
needed
3.0. Utilities Package
~-various serv- 3,1, Improvement to well 3000 L 6 15 years
ices ancillary
to rural 3.2, Pump for domestic 3000 L 6 15 years
living water
3.3. Latrine 3000 L 6 15 years
3.4, Electricity for house 3000 L 6 15 years
3.5. Access 3000 L 6 15 years
3.6. Survey Fees 3000 L 6 15 years
3.7. Construction of well 7000 L 6 15 years
3.8. Construction of 7000 L 6 15 years
tube well
3.9. Bio gas unit 5000 L 6 15 years
4.0, Navagamgoda or
Sites and Services
Package
-where there 4.1, Planned sites - L 6 15 years
is a need for 4,2, Site + communal 3500 L 6 15 years
both a plot services
and a house 4.3. Site + individual 4000 L 6 15 years
with services services
4,4, Site + core house + 8500 L 6 15 years
communal services
4,5, Site + core house + 16000 M 10 15 years

(Source :

individual services
M = middle class
NHDA)

L = low income
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LOAN REPAYMENTS - READY RECKONER

Rate of interest 03% 067 108
Monthly Instalments Monthly Instalments Monthly Instalments
05 yrs. 10 yrs. 15 yrs. 05 yrs. 10 yrs. 15 yrs. 05 yrs. 10 yrs. 15 yrs.
Amount of Loan Rs.  po . Rs. Rs. Rs. Rs. Rs. Rs. Rs.
500/= 8.99 4.83 3.45 9.67 5.55 4,22 10.63 6.61 5.38
2,000/= 35.94 19.32 13.82
3,000/= 53.91 28.98 20.73
4,000/= 71.88 38.64 27.64
5,000/= 89.85 48.30 34.55 96.70 55.50 42.20
6,000/= 116.04 66.60 50.64
7,000/= 135.38 77.70 59.08
8,000/= 154,72 88.80 67.52
9,000/= 174.06 99.90 75.96
10,000/= 193.40 110.00 84.00 212.50 132.20 107.50
11,000/= 233.75 145,42 118.25
12,000/= 255.00 158.64 129.00
13,000/= 276.25 171.86 139.75
14,000/= 297.50 185.08 150.50
15,000/= 318.75 198.30 161.25
16,000/= 340.00 211.52 172.00

( source : Implementation Guidelines — Rural sub-Programme : 1984)
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AFFORDABILITY TABLE

Rate of interest 3% Rate of interest 6%

Rate of interest 10%

Monthly income required to Monthly income required to

Monthly income required to

Amount of 1 Rs. repayin repayin repayin
05 yrs. 10 yrs. 15 yrs. 05 yrs. 10 yrs. 15 yrs. 05 yrs. 10 yrs. 15 yrs.
Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs.
500/= 90.00 49.00 35.00
2,000/= 360.00 193.00 138.00
3,000/= 540.00 290.00 207.00
4,000/= 720.00 386.00 276.00
5,000/= 900.00 483.00 345.00 645.00 370.00 285.00
6,000/= 773.00 445.00 340.00
7,000/= 905.00 520.00 395.00
8,000/= 1035.00 595.00 4590.00
9,000/= 1160.00 670.00 510.00
10,000/ = 1290.00 735.00 565.00 1420.00 885.00 720.00
11,000/= 1560.00 97v.00 790.00
12,000/= 1700.00 1060.00 860.00
13,000/= 1845.00 1145.00 935.00
14,000/= 1985.00 1235.00 1005.00
15,000/= 217,00 1325.00 1075.00
16,000/= 2270.00 1410.00 1159.00

(Source : Implementation Guidelines - Rural Sub-Programme :

1984)
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Together with the decision to bring the human being to the
centre of the housing stage aud to offer him a full and fair choice
of housing loans within the limits of affordability through the HOLP,
the very perception of 'Performance' and its measurement were radi-

cally altered. The basic reckoning now is'not in terms of ‘'units
constructed/upgraded' but in terms of 'families benefits',

"This is, we now nrealise, a ALreakthrough .in itself.
Conventional housing programmes ane counted .in ‘units
constructed’ and ‘units upgraded’. The HTHP was such
a case., But no sooner we cocepturelised the HOLP (runatl)
in 1983/84, that foam of counting was rendered .innelavant
and a new foam had to replace it., 'Families Lenelited’
was that Loam, Whatever the choice on opnion used, inres-
pective of dLoan size and punpose, there was a Lamily
benelitling from it. This, we have now nealised over
two and hall years of national .implementation, is a
human, democratic and realistic foam of counting”.

(Susil Sirnivardana : Within a New Paradigm -
a dLesson in development Theony and Practice:
Draft Papern : 71986)

When the choices of the families that benefited from the Rural

HOLP are summerised into main options, the aggregated percentages

are as follows:

Main Option 1984 1985 1986
Upgrading House + Larine 50% 60% 612
New House + Latrine 46% 362 362
Water 1Z 1Z 1Z
Others * KY 4 KY4 2Z

(Source : NHDA)

* Includes Electicity for House, Pumps for Domestic Water, Improve-
ment to Well, construction of New Well, Bio Gas Unit, Latrine,
Access, Survey fees etc.
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*The small Housing Loan has gone fan .in nresolving the
issue of 'Appropinate standands’ in Low income Building,
Suppont to people who have already taken thein ouwn
indbiatives implies official nrecognition of traditional
Lechnologies and matenials., The particulararity of the
4mall Housing Loan Biases it towands minimalising stand-
ards and design., It is this thrust that has made the
call Lo neach the most with the fLeast a fact in practice”.

(Susil Sinivardana : Reflections on the Implement-
altion of the Million Houses Prognamme:9,Nov.1985)

The specific challenge faced by the practitioners and prof-
fessionals planning and implementing the MHP was that it had to be
a housing programme of a million houses on 4% of Public Investment
over a span of first, ten years, later reduced to six. It was the
scale of the challenge that brought in the specific responses which
served as the cornerstones of the MHP, - the HOLP, the revitalising
of the mainstream, the decentralisation of desicion-making almost
to the point of action, and the trading off the concept of minimum
standards for largeness of numbers.

Through this strategy, the RHSP and UHSP were able to reach
43,213 families in 1984, 49,661 families in 1985 and 70,758 families
in 1986 with only 4% of annual public investment. The break through
in terms of direct costs to the state is most important. Under the
Rural Housing Sub-Programme of the HTHP (1978-1983), the State spent
nearly Rs.32,000/- on each housing unit, whereas the RHSP of the
MHP reaches about six to eight families on the average with the same
sum of money. By the middle of 1987, the RHSP had reached over 18,000
of Sri Lanka's 25,000 villages while the UHSP had covered all 51
Urban Local authority areas. The scale as well as the Geographical
Spread of the MHP are significant acheivements.
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The MHP has thus succeeded in reaching a very large number of bene-

ficiaries within a very short period of time with a very limited
sum of money.

DECENTRALISATION AND THE ROLE OF GRAMODAYA MANDALA

The MHP marries housing development and local government. The
MHP achieves scale through its strategy of decentralisation. Such
a huge operation can be successfully implemented only by devolving
decision-making almost to the point of action. Decentralisation,
therefore, is not merely a desirable object in keeping with the
bottom-up approach to housing : It is also a clear necessity in view
of the enormous scope and size of the programme.

The current local government structure based on the Gramodaya
Mandalas (GM) and the Pradeshiya Mandalas (PM) was nationally insti-
tuted in 1980, But the rhetoric of "people's partcipation in plan-
ning" which the GM and PM system yeilded in theory was not matched
by a concrete role for GMs and PMs in rural development. Only an
'advisory role' was defined for them in practice; and in a majority
of cases their advisory inputs were neutralised because their advice
was not headed by the higher echelons of decision-making. Some
studies conducted by the Marga Institute (Sunimal Fernando: The
functioning of some Gramodaya and Pradeshiya Mandala in the Matara
district - An Innovative Approach to Participatory Local Level Deve-
lopment : Potentials and Constraints : March 1987) have documented
the disillusionment that had set into the GMs and PMs around 1982
and 1983, It was about this time that the MHP came in to give the

GMs an unmistakeable role in rural housing, and through it in rural
development.

From the inception of the RHSP in 1984, GMs were entrusted
with the tasks of selection, supervision of construction and loan

recoveries., There was a stark devolution of responsibilities in the
RHSP to the GMs
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*The smallest unit of community onganisation fLorn the
RHSP is the Gnamodaya (andala., There are alout 4500 .in
the country as a whole, s0 that each contains an average
of some 500 households, possibly spread oven several
villages, The Gramodaya fMandala Committee is Lormed of
the heads of all the voluntarny onganisations (such as
* the Runal Development Society, Co-operative Society,
Sponts club) who each yearn elect one of thein membens
as Chainman, The numBern of membens can vary from Less
than ten %o mone than thirty. They were set up in 1982
and until the Million Houses Programme thein duties wene
somewhat Limited. (although they do now have the opponrt-
unity to earn income 8y acting as contractons fon small
public wonks such as nroad nrepains and maintenance of
culverts), To a Larnge extent, therefone, the RHSP has
provided a focus Lon thein effonts”

(Repont of the DPU Evaluation Mission ¢
Decemben 1984 )

In 1984, all GM areas in the country were allocated an equal

amount of funds for housing development under the MHP. From the

following year, viz 1985, a performance index based on 'Completion

of Construction' and 'loan Recovery' was introduced as an indicator

for further rounds of funds., The performance index was to function

as an incentive for GMs to try and achieve high levels of completion

of housing units and a high level of loan repayment.

GRAMODAYA MANDALAS (Gfs)

- Is the key Local [Level .institution participating in
the RHSP J

- Funclions coven thein main aneas, Lair selection of
Leneliciernies, supervision of propen use of Loans fLon
housing purpose, ensuning good Loan recoveny,

- To Jddentify suitable itrainees (and when necessery,
trainens) fon the Basic House Building skill training.
(SKT)
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- Perfonmance of every GMN will Le carefully monitoned
vis-a-vis the alove three functions,

- Will have to develop an accurate village Level data
8ase to help it to identify needs/prionities olject-
Lvely,

- thereafler it can develop a nealistic Village Develop-
ment plan.

- GMs should pay special attention 2o uilding up thein
own funds,

- GMs should pay special attention 2o keeping thein
Books and accounts in onrden,

- GMs must tronsmit netional and district fLevel policies
and programmes to all potential home-fuildens,

- 7o develop economic projects to increase the supply
and manufactune of Quilding materials using JLocal
nesounces,

(Implementation guidelines - Runal Sub-Programme : 1984 )

Since the RHSP depended so much on Gramodayas, and since the
GMs were so uneven in quality, a programme was needed to support
institution building - a G.M. Upgrading Programme. This is centrally
tied to the 'training needs' of G.Ms. Though there were attempts
in this direction, a strong and impactful GM Upgrading Programme
has yet to be developed.

The Commissioner of Local Government (CLG) conducts through
the Assistant Commissioners of Local Government (ACLGs), training
programmes for G.M. Chairman. These 2-4 day programmes cover the
following subjects.

-~ Role of District Development Councils (DDCs) and of the

Executive Committees in DDCs.

- Legal and institutional framework of GMs and PMs vis-a-vis

the DDC act and its regulations.

~ Method of conducting meetings in GMs and PMs.

- Activities of the sub-offices of the DDC
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~ Elementary knowledg: of planning village.development projecfs
and their implementations.

- Moral and Spiritual advancement in the village.

-~ Optimum utilisation of village level resources with a view
to improve production and find avenues of employment to the
needy.

~ Change Agent Programme,

The Ministry of Local Government Housing and Construction also
conducts annual Gramodaya Mandala Competitions in which GMs are allo-
cated marks for their performance in rendering useful services to
the community. These competitions have the following objectives :

- To creat public awareness of the GM's role

- To raise awareness of GM members regarding their duties and

responsibilities

-~ To support popular participation in rural development

- To realise a bottom-up planning process

- To provide low cost local solutions to problems

- To develop improved village level leadership

~ To achieve a positive interface between villagers and village

level officialdom.

The chairman of the GMs in each Assistant Government Agent
(AGA) division form a PM and ®lect one from among themselves as
Chairman. The PM meets once a month at the AGA's office. It provides
a channel of communication between the district and the GM, Although
they have had a role to play in the dissemination of information
about the RHSP, their task, in practice, hus been a very limited
one. The PM is also expected to have a Housing Sub-Committee, but
in practice this is not operative.

Pradeshiya Mandala (PM)

- Is the divisional Level mechanism for .implementation,
coondination and monitoning

- Will act as a key communication nexus Between. the
district and the G Level
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- Ils coondination and monilorning will have to fe pno-
‘ductive and effective
- The PN will panticipate in Housing through a Housing
Sub-Committee consisting of
- PN Chainman or another memben appointed A8y
the PM to Le its Chainman
Two other PN membens
The AGA
DN and ACLG on thein nrepresentatives will
derve as nesounce pensond
The Housing Sul~Commitiece will elect its ouwn
secrnetany,
(Implementation guidelines - Runal Sub.-
Programme : 1984)

INTERGRATION OF RHSP AND UHSP WITH THE TCCS MOVEMENT

"The TCCSs and the MHP have come ZLogethen 2hrough an
authentic process - they mel each othen in the same s0il
of Bottom-up nrunal development .in the Kandy District
in 1985, The Linkage was made on the Lasis of a mutual
nrecognition of a highly compalible set of mutually
internal dynamics, One is centainly not an .inpositon
on the other.,”
(Susil Sinivandana ¢ Issues and Clanilications
Zrom the Resounce Seminarn on the Development
role of thrift and Credit Cooperative Societiess
Apnil 1986)

In 1985, a policy decision was taken to integrate the RHSP
and the UHSP of the MHP with the Thrift and Credit Society (TCCS)
Movement. Consequent to this a high level working group of the Mini-
stries of Local Government Housing and Construction (MLGHC) and Food
and Cooperatives was set up to develop and implement this decision.,
Agreement was reached and a basic programme drafted in September
1985. This came to be known as the Thrift and Credit Cooperative
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Societies Expansion Programme (TCCSEP). It was expected that an
expanded and strengthened TCCS movement could, together with the
GMs, manage the housing loans and loan recoveries under the RHSP
and the UHSP of the MHP. The management of housing loans and loan
recoveries by TCCSs was first developed in the Kandy district in
1985 and it was out of the Kandy experience that the decision regard-
ing che TCCSEP evolved. BY 1987, in the districts of Kandy, Kalutara
and Galle, the RHSP had been totally intergrated with the TCCSEP,
while the integration was progressing at a varying pace in the other
districts.

TCCSs are voluntary associations of poor people operating on
a local basis. Membership of a TCCS usually ranges from 40-60 while
there were some societies which could boast of a membership of 150
or more. They are formed for the purpose of meeting the savings/
credit/investment needs of the members. TCCSs, as institutions,
represent the collective stength of groups of poor people who normally
do not have mortgageable assets or who do not have access to commer-
cial banks; - ideally, the type of family that constitutes the
target group of the RHSP.

According to the basic programme document of the TCCSEP draft-
ed in September 1985, the objectives of the programme are:
-~ To develop a strong, community-based Thrift Movement thro-
ughout the country.
- To develop a network of strong thrift/credit/financial inst-
itutioas at community level,

To develop a community 1level institution with financial
management capability for low-income communities.

To develop mutually reinforcing linkages between the TCCSs
and GMs over the long run.

To develop the TCCSEP into a key force in the reverse process
of retaining rural surpluses in the villages.

The policy being currently followed is to develop new TCCSs
where they do not presently exist : The reactivate dormant TCCSs:
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To form new District Unions (DUs) where necessary : To achieve eff-
ective TCCS coverage in all Sri Lankan villages and urban low-income
communities : To achieve effective DU coverage throughout the 25
districts : To achieve a community of interests between GMs and
TCCSs : To hand over to TCCSs all housing loan disbursements and
recoveries : And to ensure that TCCSs are formed only on the basis
of cooperative principles. ]

There has been a steady expansion of TCCSs in the country since
the movement started over 75 years ago.

Year NO of TCCCSs
1913 37
1923 169
1933 944
1943 1786
1953 2535
1963 3784
1973 3282
1978 1298
1980 1315
1981 1446
1984 2116
1985 2825
1986 4962
1987 (31st March) 5294

(Sourc: : Dept: of Co-operative Development)

The strategy of the TCCSEP is to set up at least one new TCCS
in each of the Grama Sevaka (GS) administrative divisions in the
country.

"The objective of primany Co-operative Thrift and Credit
Societies is the provision of credit Lacilities JLon
mnal  agrnicultural and cottage industrial activities
and the inculcation of the halit of thrift in the aunal
membens, The nunal TCCSs in the island have unilied
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and onganised themselves .into the District Cooperative
Thiift and Cradit Society Unions (DCTCSU) to function
as a secondary onganisation. As same, the DTCUs have
unified as a national onganisation and estaBlished the
Federation of Thrift and Credit Cooperative Society
Unions (FTCCSU), On the federation hus fallen the grave
nesponsibilty and task of co-ondinating the wonk plan
and uplifting TCCS4”,

(FICCSU @ Thaift and Credit Cooperative Movement

in Sai Lanka :1985)

TCCSs collect funds from their membership through a system
of shares for members and various forms of deposit with interest
rates similar to these prevailing in the monetary market. Societies
which do not possess sufficient funds are provided with additional
funds by the discrict Unions (DU / DCTCSU). The TCCSs give out
different types of loan to members - The types of loan, repayment
periods, loan conditions, rates of interest etc vary from one society
to another. DUs receive deposits from TCCSs and also provide credit
facilities to them through an inter-lending loan system,

THE MAIN ACTORS AT DISTRICT LEVEL
When housing loans are disbursed and recovered with the
collaboration of the G.M.

1. District Housing Committee (DHC) : the vworking body of the
District Development Council (DDC) for the RHSP. Prepares
the District Housing Policy. Consists of District Minister
/GA (who is chairman), DM and ACLG (Joint Secretaries/Con-
venors), AGAs, RM/Water Board, EE/highways, SHS/Health,
AD/Agricultures, AD/NYSC, and any other district head
whose presence is considered necessary by the DHC. Members
Members of Parliment may also attend. The DHC implements
and monitors the District Housing Plan (DIP) for the DDC.

2. ACLG - Primary focus is institution Building - GMs and PMs,
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DM/NHDA - who together with the ACLG and the AGAs from the
core team in the district.

HO/NHDA -~ The Housing Officer (HO) is an NHDA technical
officer attached fulltime to the AGA's office. He is a GCE
(0O Level) scienct qualified officer who has received a spec-
ial training in making estimates and drafting technical
reports, He is a part-timer in the 1literal sense of the
word.

AGAs ~ They are the vital divisional level channel for a
two-way information flow between the village and the dist-
rict. They co-ordinate and monitor progress at divisional
level. They make maximum use, for this purpose, of the HO
and the Special Service Officers (SSOs) attached to the
AGA's office.

SSOs - One to every two GM areas. The SSO also acts as GM
Secretary. They work under the AGA. They are responsible
for loan recoveries for which they are awarded an incent-
ive of 5% of monies collected by them. (Around June 1987
all SSOs became Grama Sevakas)

PM - The divisional 1level mechanism for implementation,
co~ordination and monitoring. Expected to participate in
housing through a Housing Sub-Committee cosisting of PM/
Chairman, Two PM/members, AGA, DM and ACLG.

GM Selects beneficiaries. Expected to supervise proper use
of loans for housing and ensure good loan recovery.

When housing loans are disbursed and reccvered through TCCSs :

1.
2,

DHC -~ Same functions as above,

ACLG - Additional functions include the establishment,
revival and development of TCCSs. Also strengthens linkages
between TCCSs and GMs through training and other measures,

Co-operative Inspector (CI) -~ Field level Co-operative
officer who, acting under the guidance of the ICLG, imple-
ments the TCCSEP at field level.

DM/NHDA - Same functions as above. In addit on, assists
and co-operates with ACLG and DU in implementing :he TCCSEP,
HO/NHDA - Same functions as above.

AGAs - Same functions as above, In addition, otivates the
the TCCSEP at divisional level,
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7. SS0s - No longer responsible for loan recoveries. Continues
to pay a role as Secretary/GM, Much smaller role, than
above, in the housing programme,

8. GM - Has to approve the priority list of persons recomen-
ded for hbusing by the TCCS. It is expected that mutually
reinforcing linkages between TCCSs and GMs will grow over
the long run,

9. DUs - District Unions of TCCSs. The main actor, together
with the ACLG, in spearheading the TCCSEP at district level,
and in upgrding the managerical capacities and administrat-
ion functions of TCCSs. Contractual arrangments regarding
hcusing loans for a district are between the DM/NHDA and
the DU. Monitors the implementation of the TCCSEP at dist-
rict level. The FTCCSU, at national level, assists and sup-
ports the DUs in implementing the TCCSEP.

LOAN DISBURSEMENT

Anyone under 50 years of age and having a monthly family in-
come of less than Rs,1250/- qualifies for a loan under the low-
income options of the RHSP. (The family income ceiling is Rs.1500/-
under the UHSP). Proof of ownership is necessary in the case of a
house that needs upgrading. In the case of co-ovnership of property,
the co-owners should give their written consent by way of an affida-
vit. Income qualifications should be established either through a
salary certificate from the employer or through an income certifi-
cation by the GS or the SSO.

Loans have to be guaranteed on personal security either by
one person who has a monthly salary of not less than RS.750/- or
a monthly income of not less than Rs,1000/- or else by two persons
who are in permanent employment and drawing a monthly salary of not
less than Rs.500/- each. In the alternative, a person who owns
immovable property worth more than Rs,10,000/- can be accepted as
a guarantor. The incomes/property of guarantors has to be certified

by either the GS or the SSO. The guarantor too should be under 50
years of age.
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When loans are given through TCCSs, since the loan agreement
is between the DM and the DU and not between the DM and each indi-
vidual beneficiary, individual TCCSs are able to have their own
rules pertaining to gurantors, Usually, in practice, any two members
of the TCCS with a good record are acceptable. Income certification
too is not so stringently enforced by most TCCSs.

The rate of interest charged on loans upto Rs.5000 is 6% per
annum while the interest on loans between Rs.5000 and 7500 is also
6% per annum. In the case of loans given and recovered with the colla-
boration of a GM, 5% of all recoveries is given to the SSO who is
responsible for loan recoveries. In the case of loans given through
TCCSs, 1/3 of the interest is retained by TCCSs, 1/3 by the DU and
1/3 of the interest accrues to the district office of NHDA.

At the begining of the year, NHDA allocates funds to each dis-
trict on the basis of the Capital Grant available and the previous
year's performance. The DHC basing itself on performance judged in
terms of physical progress of house construction/upgrading and loan
recovery performance, allocates the funds among the component GM
areas of the district. Throughout the year, funds get re-allocated
among GM areas (and also between districts) on the basis of
differences in physical progress of work completion. The better the
performance, the greater the access to housing funds.

When the identification of housing units for loan finance is
made by the GM, a priority list is prepared by the GM and submitted
to the DM/NHDA ideally through the PM., The DM sends the list to the
HO, who, together with the GM Chairman and the SSO and sometimes
also with the GS, inspects the housing units concerned. He can
either approve the application, disqualify it or recommend a smaller
loan to the one applied for. On the basis of the HO's report, the
DM finalises the selections. Thereupon the DM gets those sclected
to perfect application forms. All borrowers are required to perfect
affidavits, loan agreements and guarantee bonds before the first
instalment is released. If persons higher on the priority list take
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longer to complete their documentation than those below them,those
lower on the list may receive their first instalment earlier than
those higher on the priority list of the GM. The DM opens a separate
file for each borrower and releases each instalment by cheque. Before
any subsequent instalment is given,the HO is expected to inspcct
the housing unit and recommand its release. The final instalment
is released when all work is completed.

When loans are given through the TCCSs, a simpler procedure
is followed. All TCCSs hold monthly meetings of members. Applicat-
ions are called at one of these meetings. Members who have paid their
share capital of Rs.100 and have accumilated savings to the value
of at least 10%Z of the loan applied for, may seek loan finance for
housing units, provided their monthly family income is 1less than
Rs,1250 and they are under 50 years of age. The applications are
discussed by the TCCS at a general meeting and a priority list pre-
pared. The list has to be approved by the GM which can object to
any or all of the selections provided they can give valid reasons
for doing so. A GM can delay approvals only upto a maximum period
of one month. Once the list is approved by the GM it is sent to the
DM/NHDA who in turn sends it to the HO attached to the AGA's office
for his inspection report and recommendations. The HO usually ins-
pects the housing units in the company of the TCCS Chairman or Sec-
retary. If there is a positive linkage between the TCCS and the GM,
the GM chairman may also join them. On the basis of the HO's recom-
mendations, the DM approves the loan to be given to individual TCCS
members. The DM prepares a consolidated list of loans that NHDA is
prepared to give named members of TCCSs belonging to the DU and pre-
pares an agreement that will be signed by the DM/NHDA and the DU.
The DM does not enter into separate agreements with each beneficiary
nor into separate agreements with individual TCCSs. On the contrary,
he enters into one agreement with the DU which accepts 1liability
for all the loans. The DU can refuse to accept liability on account
of any particular TCCS, as would be the case when a particular TCCS
has failed to fulfil its obligations to the DU, A single cheque for
the first instalment of all the loans approved is then seat by the
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DM to the DU. The DU in turn enters onto separate agreements with
its TCCSs and transfers the funds to the individual TCCSs by cheque.
The TCCSs in turn pay out the first instalment of the loan to the
house-builders with whom they have entered into separate agreements.
Subsequent instalments are given only after the HO has inspected
the progress of each housing unit and recommended to the DU that
such instalments may be released. Instalments are released by the
DM to the DU which sends the payments down to the house-builders
through the TCCSs concerned.

For the release of a loan in stages, a flexible guideline is
provided by NHDA. The HO is expected to discuss with each house-
builder his/her specific needs and vary the instalment schedule
according the specificities of each individual case. The flexible
guideline is as follows:

Release of the Loan in Stages

Rs.3000 Rs,5000 Rs.7000 Rs.7500 Rs,.12000
First instalment-on
signing Affidavit, Loan
Agreement and Guarantee
bond Rs.1000 Rs,.3000 Rs.4000 Rs.4000 Rs.4000
Second instalment-When
more than 50% of the
work is completed Rs,1000 Rs,1000 Rs.1000 Rs.1500 Rs,4000
Third instalment-When
more than 75% of the
work is completed RS, Nil Rs, Nil Rs.1000 Rs.1000 Rs,2000
Fourth or final instal-
ment-When all work is

completed. Rs.1000 Rs,1000 Rs.1000 Rs,1000 Rs.2000

The prescribed period for the satisfactory completion of the
building operations is stipulated in each loan agreement. It is
usually 6 months, although in practice a grace period is allowed
upto a maximum of 1- year. There are cases where an even longer grace
period has been allowed.,
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LOAN _RECOVERY

Instalments are payable on a monthly basis. Monthly repayments
comprise the capital to be repaid, duly apportioned over a 5, 10,
or 15 year period along with the interest payable on the capital.
Repayment commenses one month after the payment of the first instal-
ment.

Loans given with the collaboration of the GM are recovered
in monthly instalments by the SSO functioning as an agent of the
DM granting the loan. Amounts collected by the SSO are remitted by
him direct to the DM. SSOs issue individual receipts in respect of
amounts received from individual borrowers and obtain a consolidated
receipt from the DM on account of their monthly remittances which
have to be made before the 15th of the following month for which
they were due. The SSO is given a commission of 5% of the amount
collected by him,

In the case of loans given by TCCSs, the monthly instalments
are collected by the TCCS. Monthly remittances are made by each
TCCS to the DU in terms of the agreement between them, The DU in
turn sends a monthly remittance to the DM in terms of the agreement
signed between them.

Loan Recovery Rates

Year RHSP uBsP
1984 - -
1985 56.49% 28.23%
1986 58.80% 43,11%
1987 (upto April) 57.46% 44,427

Loan recovery appears to be the least satisfactory aspect of
of the MHP on the basis of the statistics of the recoveries received.
However the innovative system developed in the Kandy District in
1985 where TCCSs began to handle all the housing loans of the MHP
at village level provided an interesting alternative system for the
decentralised management of MHP lpans - a sysiam which, from 1986,
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was adopted in other districts as well. This system has demonstrated
a much higher capacity for loan recovery. From January to April 1987,
whereas the average all-island loan recovery rate of the RHSP was
only 57.46%, the all-island recovery rate of MHP housing loans by
TCCSs for the same period reached 86.83%.

ADMINISTRATIVE COST OF THE MHP

The MHP is spearheaded by the NHDA which has a head office
in Colombo and branch offices in all the districts. At the begining
of each year, NHDA receives a grant from the treasury to meet its
annual expenses which includes the housing loans given by the NHDA
under the MHP. The amount disbursed as housing loans is re-imbursed
to the treasury by the United States Agency for International Deve-
lopment (USAID).

The tasks of NHDA are not confined to the MHP. Among the tasks
handled by NHDA outside the MHP are :

1. Supervision of loan recoveries from the earlier HTHP.

2, Organising Community Development activitics in the projects
covered by the earlier HTHP,

3. Organising the maintenance of Model Villages (Udagam) which
were a part of an earlier housing programme,

4, Managing and Collecting of Rents from blocks of urban flats
developed under the HTHP and owned by NHDA,

5. Organising the survey, blocking out and sales of NHDA owned
housing sites.

6. Organising the annual Village Re-awakening (Gam Udawa)
programme.

An overview of the activities of NHDA - both MHiP-related and
non-MHP-related - indicates that, very roughly, two-thirds of the
total administrative costs of NHDA can be apportioned to MHP - related
activities, while one-third could be apportioned to non-MHP-related
work,
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TOTAL ADMINISTRATIVE COSTS OF NHDA (in Rs.Mn.)

1984 1985 1986
Staff Administration 37.895 50,758 53,775
expenses
Maintenance of buildings, 45.730 53,401 56,285
equipment, vehicles, printing,
advertisments etc

Total 83.625 104,159 110.060

(Source : NHDA)

ADMINISTRATIVE COSTS : MHP-RELATED & NON-MHP-RELATED (in Rs. Mn.)

Category 1984 1985 1986
MHP-Related administrative costs 55.75 69.43 73.40
Non-MHP-Related 27 .88 34,73 27.66
administrative Costs
TOTAL 83,63 104,16 110,06

VALUE OF LOANS GIVEN UNDER MHP (In Rs.Mn.)
Sub-Programme 1984 1985 1986
RHSP 190.187 209,979 269,317
UHSP - 39,358 62.689

TOTAL 190.187 249,337 332.006

ADMINISTRATIVE COSTS OF MHP AS A PERCENTAGE OF THE VALUE OF

LOANS GIVEN UNDER MHP

1984 29,312
1985 27.84%
1986 22,102
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To this must be added a costing of services performed by non-
NHDA officers in Loan-disbursement and loan recovery at district,
divisional and village 1levels. The services of the AGA, SSO, GM
Chairman, TCCS Chairman/Secretary and DU Chairman/Manager are not
accounted for in the NHDA budget as these officers are not on the
NHDA cadre. On the basis of information collected from the Puttalam,
Galle and Matara districts, the services of these officers in loan
disbursement and loan recovery were costed either by pro-rating their
salaries in terms of man-days expended in MHP-related activities
or - in the case of vouantry workers such as the GM Chairman/TCCS
Chairman - by monetising their services in terms of the opportunity
cost of management.

The information from Puttalam, Galle and Matara districts in
respect of 1986 shows that the 'average' RHSP loan is RS.4800/-.
The administrative costs of each category of Non-NHDA officer per

average Rs.4800/- loan are seen -very roughly- to be as follows :

Administrative Costs of GM Chairman when Loans

are given in collaboration with the GM

(per 8 loans)

Item Mandays Cost (in Rs.)
Preparatory work ~ calling for 1 50

and processing of applications

Visit to houses 2 100
Discussion with AGA, HO & SSO 1 50

Visit to NHDA office - twice 1 50
Transport for visit & NHDA office - 20

Other discussions 1 50

12 meetings with AGA and GM 6 _300_

Total cost per 8 loans _620

Cost per Rs.4800/- loan - Rs.77/-
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Administrative Costs of SSO when Loans
are given in collaboration with the GM,

(per 16 loans)

Item Mandays Cost (in Rs.)
Preparatory work - application

processing stage 1 50
Discussions with AGA & GM Chairman 4 25

Visit to Houses 1 50
Transport for visit to houses - 10

12 meetings with AGA & GM 6 300

Total cost per 16 loans _435

Cost per Rs,4800/~ loan - Rs.27/-

Administrative Costs of AGA when Loans are given
in collaboration with the GM
(per 136 loans)

Item Mandays Cost (in Rs.)
12 DHC Meetings 6 600
Transport for DHC meetings - 1200
12 Divisional meetings 6 600
Discussions with GM Chairman, HO & SSO 12 1200
Total cost per 136 loans 3600

Cost per Rs.4800/- loan -Rs.26/-

Administrative Costs of DU when Loans

are given by TCCSs
(per 232 loans)

Item Mandays  Cost (in Rs,)
Chairman - % Manday per week 26 1950

Clerk - 3 Man hours per day 80 2400
Cashier - 1 Man day per month 12 _360
Total cost per 232 loans 4700

Cost per Rs,4800/- loan - Rs.20/30
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Administrative Costs of TCCS Chairman/Secretary when Loans
are given by the TCCS
(per 8 loans)

Item Mandays Cost (in Rs.)
Preparatory work - Loan application 1 50

stage

Meetings % 25

Visit to DU twice 1 50
Transport for visit to DU - 20

Other discussions and meetings - 4% 225

3 man hours per month

Total cost per 8 loans 370
Cost per Rs.4800/- Loan - Rs.46/-

Administrative Cost of AGA when Loans
are given by TCCSs
(per 136 loans)

Item Mandays Cost (in Rs.)
12 DHC meetings 6 600
Transport for DHC meetings - 1200
Divisional meetings 6 _600_

Total cost per 136 loans 2400

Cost per Rs,4800/- loan - Rs.18/-

Administrative costs of Co-operative Officers

when Loans are given by TCCSs

(per 8 loans)

item Mandays Cost (in Rs.)
Visit to TCCS 3 225
Total cost per 8 loans 225

cost per Rs.4800/- loan - Rs,28/-
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Administrative Costs of GM Chairman when
Loaris are given by the TCCS
(per 8 loans)

Item Mandays Cost (inRs.)
Assistance to TCCS 1 50
Transport 20

Total cost per 8 loans 10

Cost per Rs.4800/- loan - Rs.9/-

For every loan of Rs.4800/- given in collaboration with a GM,
the following additional administrative costs are incurred :

On A/C G.M Chairman Rs. 77
On A/C SSO Rs. 27
On A/C AGA Rs. 26

Total Rs. 130

Additional Administrative Cost as a percentage of Loan given - 2,71%

For every loan of is.4800/- given by a TCCS, the following
additional administration costs are incurred :

On A/C DU Rs. 20,30
On A/C TCCS Chairman/Secretary Rs. 46.00
On A/C AGA Rs. 18.00
On A/C Co-operative Officers Rs. 28.00
On A/C GM Chairman Re. 9.00
Total Rs. 121.30

Additional Administrative cost as a percentage of Loan given -~ 2.53%

Under the UHSP too, when housing loans are disbursed, the Com-
munity Development Council (CDC) of the local low-income urban set-
tlement expends a certain amount of time and effort for activities
connected with loan disbursement and loan recovery. On the basis
of information collected at Navagampura and Aramaya Place in the
City of Colombo, such costs were monetised as follows :
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Item Man days  Cost (in Rs.)
CDC Chairman - on A/C 490 loans 136 4080
CDC Secretary/Members on A/C 490 loans 450 13500
Total cost per 490 loans 17580

Cost per UHSP loan of Rs.15,000/- - Rs.35/88
Additional Administration Cost as a percentage of loan given - 0,24%,

The MPH related administrati'e costs of NHDA cannot be dis-
aggregated into UHSP Costs and RHSP Costs respectively on the basis
of information available. Nor can they be disaggregated into 'Costs
when loans are given in collaboration with GMs' and 'Costs when
loanz are given by TCCSs'. In the absence of such disaggregation
at NHDA level, the additional administration costs incurred on acc-
ount of Non-NHDA Officers' participation in the RHSP loan disburse-
ment/loan recovery process (2.71% when GMs are involved and 2,.53%
when TCCSs are involved) are averaged at 2.62%. The additional
administrative cost on UHSP loans on account of CDC involvement in
the process is taken as 0.24%.

The total administrative costs of the MHP (on account of NHDA
and Non-NHDA participation) as a percentage of the value of loans
given is very roughly - as follows :

1984 31,932
1985 30.46%
1986 24,72%

The above administrative costs, though on the high side, are
declining. The 1986 figure shous a sharp decline over the 1985
figure. The greater involvement of TCCSs in the loan disbursement/
loan recovery process in 1986 may have contributed significantly
to the improvement shown for 1986. The cost of setting up and laun-
ching the MHP, publicising it, stimulating people to participate
in it, motivating people to join the house-building drive in the
country, are all subsumed under the administration costs of the MHP.
Now that the launching period is over, we see a decline in the
administrative costs of the MHP - as in 1986,
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While administrative costs are high, the interest paid by
borrowers remains low; -3% for loans upto Rs,5000/-; 6% for loans
between Rs.5001/- and Rs.10,000/-; and 10% for loans between
Rs.10,001/and 15,000/-. Moreover, in the case of loans given through
TCCSs, one-third the irterest accrues to the TCCS, one-third t> the
DU and only one-third accrues to NHDA, When loans are given with
the involvement of the GM, even though the interest on a small
(Rs.5000/- and below) loan is only 3%, the SSO gets an incentive
payment of 57 from NHDA. (These incentive payments to SSOs are
included in the NHDA annual budget and therefore do not need to be
accounted for separately).

When assessing the administrative costs of NHDA, it has also
to be considered that one is dealing here with a situation of admin-
istrating a large number of very small loans. A large number of
small loans means a large number of administrative problems result-
ing in administrative strain and a higher unit cost of administration.
Decentralising of peripheral operations to local level organisations
such as the TCCSs could take a good part of this administration off
the NHDA and lower the cost of administration.

While the total NHDA and Non-NHDA administrative costs of the
MHP for 1986 as a percentage of loans given was - very roughly -
24.72%, on the basis of information from Galle, Matara, Puttalam
and Jaffna, the district costs are seen to account for only about
6 - 10 Z of total administrative costs except in Jaffna. It is also
seen that in the district of Galle, where all housing loans were
given only through TCCSs in 1986, the district administrative costs
were much lower than in the other districts of Matara, Puttalam and
Jaffna where most loans were given with the collaboration of the
GM in 1986,
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District Administrative Costs

Iten Galle
Amount of loans 14.15
(in Rs.Mn)

MHP costs/NHDA 607.665

(4 of Total Costs)

(-in Rs. '000)

No. of Staff-DM'S 56
office

MHP Costs/NHDA as a
Percentage of Value

4.29%

of loans given
MHP Costs/Nc.~NHDA
as a Percentage of

2.53%

Value of loans given
Total MHP costs as a 6.82%
Percentage of Value of

loans given

The interest collected on loans is treated as District Earn-
ings. The instalment repayment 1is treated as a Capital Repaymnet
and accounted for separatley by the district office and reported
to NHDA, Colombo. When NHDA makes a district allocation of 1loan
funds, this district-level fund of repaid loan instalments is taken

into account,

Matara Puttalam
7.9 6.375

589,224 513,808
53 43
7.46% 8.06%
2.62% 2.62%
10.08% 10.68%

Jaffna
5,225

788,160

69

15.08%

2.627

17.70%
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CHAPTER 2
THE CASE STUDY - SCOPE AND METAODOLOGY

Against this background, the present study seeks to focus on
the RHSP of the MHP. It presents itself as a parallel study to the
one earlier conducted by IRED on the UHSP, While the earlier study
(Fernando. Sunimal, Gamage W and Pieris K.D. : Nawagampura and Aramaya
Place - Two Urban Case Studies of Support-Based Housing and Basic
Services. December 1986) focused on the housing development experience
of two low-income urban communities, the present study directs itself
by and large to the parallel experiences of 9 low-income rural
communities living in 9 villages of the Galle, Matara, Puttalam and
Jaffna districts,

Learning plays a big role in the housing development process.
The MHP strategy has been to think big, then dare do something big
and study the constraints, paradoxes, contradictions and the posi-
tive and negative side of that experience. Learning takes the form
of seeing, studying, debating and questioning the different facets
of a developmental experience. The present case study - like the
earlier study of the urban housing experience assumes its relevance
within this context.

SCOPE OF THE STUDY

This study tries to unfold some of the more important proce-
sses that converge on rural housing development and the response
of the State in the form of State support for rural housing. The
study is not an evaluation of the final product viz: rural housing
production. 'Process ' as a concept reflects a whale chain or flow
of activity, its essence being 'Movement' and 'Development'. Concept-
ually, 'Rural Housing Production' flows out of the 'Rural Housing
Process'. The study tries to take the reader behind the RHSP and
reveal its inner workings which determine the final product,

As it is assumed that the present study will be read in con-
Junction with what is seen as its Sister-Volume on the urban housing



43~

process (Fernando, S. et al : December 1986), relevant comparative
data from the earlier study will not be repeated here. However, comp-
arative data about relevant urban processes not appearing in the
earlier study will be presented in this study in order to highlight
rural housing development processes of a parallel type. All ccmpara-
tive urban data will be drawn from Navagampura and Aramaya Place
- the two locations of the earlier study,

The present study seeks to critically unfold the implications
of the new Support-based Housing Paradigm in action in the rural
sector, It seeks to unfold some of the important processes and
dynamics internal to rural communities and to provide insights as
to why, in such a context, some things do not work in the way they
are expected to, and, may be, what is more important, try to unfold
some of the relevant processes and networks of the rural poor that
need to be clearly understood by housing practicioners.

This study will critically examine the rural housing process
and the Support-based role of the State at field level and will
attempt to show how rural processes and networks mediate the field
level operations of the RHSP, The study will document how the dyna-
mic interplay of rural processes and networks on the one side and
the objectives and initiatives of the RHSP on the other, have had
a bearing on :

1. Access to State-support for housing in a socially, politi-
cally and economically differentiated rural society. (com-
parative data from the earlier urban study)

2, Meeting the housing and credit needs of the target income
group. (comparative data from the earlier urban study)

3. Impact on informal savings, forced savings, and/or capital
mobilisation and indebtedness. (comparative data from the
earlier urban study)

4, Scheduling of loan ingtalments. (comparative data from

the earlier urban study)

5. Loan recovery. (comparative data from the earlier urban

study)
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6. Housing improvements. (comparative data from the earlier
urban study)

7. Functioning of GMs vis-a-vis housing,

8. Forming and developing TCCSs, (comparative data from the
urban context)

9. Functioning of TCCSs vis-a-vis housing.

10. Economic potential of TCCSs vis-a-vis rural credit. (comp-
arative data from the urban context)

11. Functioning of district, divisional and village level gov-
ernment officers vis-a-vis housing.

12, Physical progress of housing construction. (comparative
data from the earlier study)

13. Affordability and Responsibility. (comparative data from
the earlier urban study)

14, Land Tenancy. (comparative data from the earlier urban
study)

15. Illegal transfers, sub-letting and misallocations. (com-
parative data from the urban locations studied earlier)

16. Local authorities. (comparative data from the urban loca-
tions studied earlier)

METHODOLOGY OF THE STUDY

Since the Housing Support Programme aims at assisting existing
processes and networks of the rural poor, and since these are basad
on complex socio-cultural and socio-economic factors seen at village
level, in order to understood such processes and networks, quantita-
tive surveys are unrealistic. Such complex processes and networks
can best be unfolded through qualitative analysis, Information was
therefore obtained largely through participant observation and in-
depth interveiwing of families building houses with NHDA loans and
of officers belonging to the departments, institutions and organisa-
tions participating in the housing development process.

Together with USAID and NHDA, four districts were selected
from which information was to be obtained. These were the districts
of Galle, Matara, Puttalam and Jaffna. Within each district it was
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decided to carry out two indepths studies; ~ one, of a GM area where
loans are given with the collaboration of the GM, and one of a GM
area where loans are given through the TCCS system. Information was
to be obtained indepth from 15 house-builders in each such GM area
making a total of 30 indepth interviews of beneficiary families per
district. It was also decided to obtain information relating to the
year 1986 =xcept in the case of Puttalam when the first housing
loans were given through TCCSs only in 1987 and in the case of Galle,
where, on account of the fact that there had been a total shift-over
to the granting of loans only through TCCSs from the tegining of
1986, there was no option but to focus on loans granted with the
collaboration of the GM in the previous year, viz : 1985, Also in
the case of Jaffna owing to the stalling of building activities,
our sample had to drawn from a combination of the 1985, 1986 and
1987 loans.

District GM Area/Areas GM system or Year Sample size
(Psendonym) TCCS system

Galle Sarumellagaha TCCS 1986 15

Galle Sarumellagaha GM 1985 15

Matara Pahalagama TCCS 1986 15

Matara Wattegoda and GM 1986 16
Muthuwella

Puttalam Minirankuliya TCCS 1987 15

Puttalam Mahapotha TCCS 1986 15

Jaffna Kudiputhirippu TCCS 1986-87 15

Jaffna Kovalam GM 1985-86 15

The hard core of quantitative information was collected by
a field research team drawn from IRED and IRED's partner organisa-
tions Vinivida -NGO Coalition for Eradicating Poverty through Know-
ledge and Communication, and the Dry Zone Development Foundation
(DDF). Willie Gamage (Consultant : IRED) surpervised the field rese-
arch., Regular discussions were held by the field research team with
Sunimal Fernando (Director : IRED) who directed the study. In each
district, information was collected by a research officer and a
research assistant who remained in the study locations for a cont-
inous period of 20 days in May 1987,
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Information was collected by interviewing, in each district,
the following categories of persons. In Jaffna, some of the scheduled
interviews could not be held on account of the unsettled conditions
prevailing in that district :

Categories of persons interviewed in each district :

1. 15 householders who received loans through the GM process
and their faimly members (N.B. In Jaffna where there are
no GMs, it was through a process involving a Divisional
Level Housing Sub-Committee.)

2, 15 house-builders who received loans through the TCCS
process and their family members.

3. 15 Non-beneficiaries from the target group selected at
random from the same area where fifteen others received
loans through the GM process.

4. 15 non-beneficiaries from the target group selected at
random from the same area where fifteen others received
loans through the TCCS process.

DM/NHDA

AGA

. ACCD

. Chairman/Secretary DU

9. HO/NHDA - attached to AGA office.
10. SSO
11, GS
12, Chairman/GM
13. Chairman/Secretary TCCS
14, Random selection of GM members

0 N & n

15. Random selection of TCCS committee members

16. Co-operative Inspector

17. Random selection of DU staff members

18. Random selection of NHDA staff members in DM's office

Before going to the field, the field researchers were provided
with guidelines for interviews. They were also given a simple quest-
ionaire for collecting a minimum of basic quantifiable data from
the sample. The interview guidelines were not hard and fast. The

field researchers felt free to modify, adapt, elaborate and even
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change the interview guidelines as field research progressed. It
is not possible to pre-plan a detailad guideline before sensing the
exact nature of the processes and networks that are not immediately
apparent but need to be unfolded, articulated, conceptualised and
shared with the community. As each facet of the low-income housing
process begins to unfold itself, the team would meet with either
the Research Director (Sunimal Fernando) or the Consultant (Willie
Gamage) to develop an appropriate research tool for probing its inner
workings in cooperation with the community. Important decisions about
methodology had to be taken in the field itself for which the field
researchers had to enjoy the freedom to innovate appropirate research

tools for probing various processes and networks.

The methodology for researching social processes and networks
cannot be packaged in advance. An orderly research programme drawn
up in advance or a chart or a time-plan often propogate an illusion
of controlability and hegemony. The more creative attitude to have
when conducting a case study of processes and networks is one of
open-endedness and untidiness. The idea of 'controlling' or ‘ordering'
such as research study is a contradiction in terms. The difference
in attitude makes all the difference to the way we perceive social
reality.

In retrospect, it can be seen that the MHP support methodology
which guides the low~income housing process continued to influence
the research methodology of the study as well. To start with, the
relationship between the Research Director and the Field Researchers
was not one of 'dominance' but one of 'support'., In a support-relat-
ionship, there is a great deal of trust mutually reposed in one
another. Freedom and autonomy of the field research is a very import-
ant tenet of the alternative methodology. ‘The field researcher must
feel free to act on instinct and judgement based on his understand-
ing of the rural poor he is working with, This is the only way in
which one can ensure non-domination by the research director and
the crushing of the creativity of the field researcher, which in
turn Jeads - inevitably - to a poor quality of research.



48—

" The 'support approach' to primary research requires a great
deal of detachment on the part of the research director and a pass-
ionate pursuit by him of 'support action' - action to support the
researchers on the field intellectually by motivating them and
stimulating them to probe the unseen complex processes and networks
of rural society.

The supportive-relationship in research also requires that
the Research Director and Field Researchers relate to each other
through a process of mutual learning and dialogue. The relationship
is structured in such a way that they continuously learn from each
other and also learn to partner each other in the research process.
To the extent that Support-based Housing Methodology has rejected
the traditional role of the bureaucrat as the man who 'does' things,
'knows' things and takes decisions for the community and his exploi~
tative, dominating relationship to the people, IRED also rejected
the Traditional Social Science Research Methodology in which the
Research Director 'extracts' information from 'his field assistants'
and analyses it to satisfy his own intellectual needs. In our metho-
dology, both authorship and responsibilty for the study fall jointly
on the director, the consultant and the field researchers.

The supportive relationship of the research director and the
field research team is replicated in the relationship between the
field researchers and the community. The research methodology adopt-
ed by IRED was one in which the study team directly interacts with
the community through dialogue and discussion, whereby the community
and the researchers continuously learn from each other. The partici-
pation of two action - oriented NGOs - Vinivida and Dry Zone Develop-
ment Foundation (DDF) greatly facilitated the re-structuring of the
traditional social science research approach. The re-structuring
of the relationship between researchers and community also meant
the rejection of the traditional Socio-Economic Survey Methodology
which ‘'extracts' information from the community for intellectuals
to consume in a one-way system of communication, and de-humanises
a study by reducing 'persons' to 'numbers'. In a sense, therefore,
the research methodology followed by IRED has been greatly influenced
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by the low-income housing methodology of NHDA.

Briefly, therefore, the study took the form of an interaction
between the research director and the field researchers at one level,
and between the field researchers and the communities at another
level through participatory techniques of dialogue and discussion.
Information was gathered largely through informal discussion and
participant observation and to a much lesser extent through direct
questioning. The information was discussed, analysed, reflected upon
and debated periodically by the research team drawn from IRED and
its two NGO partners - Vinivida and DDF, while the final analysis
and writing up of the case study was accomplished by the research
director, assisted by the consultant and the other 4 researchers
from Vinivida and DDF.

SELECTION OF STUDY LOCATIONS

Since the objective of the case study is to analyse the rural
housing process and the role of the State support system in it as
a possible input into future programmes, the element of purposiveness
guided the selection of study locations. The objective of the study
being to capture as many useful experiences as possible, analyse
them and draw lessons from them for future programming and policy-
making, it was not necessary that the sample should be a represent-
ative one.

The selection of Galle, Matara, Puttalam and Jaffna was largely
influenced by the fact that IRED had very cordial personal and/or
institutional links in these 4 districts either directly or through
its NGO partners. Galle further qualified for selection because it
is one of 3 districts which has completely shifted over to the TCCS
system of loan disbursement and recovery. Puttalam qualified as a
largely Sinhala speaking dry-zone district - Galle and Matara being
within the wet zone. Jaffna qualified as a Tamil speaking district
expressing a substantially different housing process on account of
cultural and political factors specific to the north.
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The TCCS movement shows the greatest outreach in Galle. The
district has 367 TCCSs registered with the DU and operate in 303
out of the 319 GM areas. Of these 229 TCCSs were formed in the course
of 1986, Matara has 196 TCCSs registered with the DU and another
115 registered with the ACCD but not yet with the DU. Prior to Janu-
uary 1986, Matara had only 42 TCCSs. There was no big drive to form
TCCSs in Matara till mid 1986. The drive gathered momentum in Matara
only in 1987, Puttalam has only 87 TCCSs registered with the DU and
another 75 registered with the ACCD but not yet with the DU. By June,
1986, there were only 29 TCCSs in Puttalam., The TCCS drive is only
now gathering momentum in that district. In Jaffna there are 305
TCCSs registered with the DU. By the end of 1985 there were 108 TCCSs.
76 new TCCSs were formed in 1986 and another 121 in the first quarter
of 1987. Of the four districts, therefore, one (Galle) has a relati-
vely old TCCS initiative, two (Matara and Jaffna) display an initia-
tive from 1986 while one (Puttalam) displays a very new TCCs thrust
dating to a few months back.

Within each district, individual communities too were purpos-~
ively selected for study. From Galle we selected a very old estab-
lished TCCS with a history of over 50 years; From Matara and Puttalam
we selected TCCSs which were functional from around 1983-84; while
from Jaffna we selected an area Kudiputhirippu with a multiplicity
of TCCSs, some of which are relatively older but most of which are
extremely new - 1986-87. In order to study how the housing process
operates when GMs are closely involved, we selected from Matara a
very successful/dynamic GM - Wattegoda - and a weak GM -~ Muthuwella;
From Galle we once again selected Sarumellagaha and looked at the
housing process in 1985, prior to its shift to the TCCS related
system, so that we may compare the relative effectivness of the two
institutional procedures in the same area, though in two different
years; from Puttalam we selected Mahapotha mainly because a member
of the research team had excellent rapport with the community; and
from Jaffna we selected Kovalam as an area relatively close (3 miles)
to the town of Jaffna so that we may be able to also assess the
impact of the Tamil militant movement on the housing process in the
Jaffna district.
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THE STUDY LOCATIONS - A BRIEF PROFILE

Sarumellagaha (Galle district)
Economy & Employment : Little paddy land and low yeilds. Highlands

not fertile. Agriculture secondary to other occupations. Brick-mak-

ing, extracting sand from the river, wage labour on nearby tea est-
ates are the main sources of employment for men and women., 8% of
the workforce do private sector jobs in Galle while 15% of the male
workforce are employed in bakeries outside the village.

Income Stratification : Upper (over Rs.2000/- per month) -15% Middle
(Rs.700/- - Rs.2000/- per month) - 60%; Low (below Rs.700/- per month)
- 25%.

Caste and Ethnic Stratification : Govigama Caste -95%; Dhoby Caste
3%, Karawa Caste - 2%. Ethnic/Religious -Sinhala Buddhists - 100%.
TCCSEP : 1 TCCS for GM area of 2 villages formed in 1939,

Pahalagama (Matara District)

(Within this GM area are 4 villages of which Pahalagama and Hirigama
have separate TCCSs which give NHDA housing loans).

Pahalagama Village :

Economy and Employment : No successful paddy cultivation., Self emplo-
yment dominant - Coir making, lace-making, textile-weaving, brick-
making., Also a few small traders, teachers and government servants.
income Stratification : Upper (over Rs.2000/- per month) - 20%;
Middle (Rs.700/- -Rs,2000/- per month) - 60%; Low (below Rs,700/-
per month) - 20%

Caste and Ethnic Stratification : Salagama Caste - 95%; Govigama
Caste - 3%; Others - 2%; Ethnic /Religious - Sinhala Buddhists -100%,
TCCSEP : 1 TCCS in the village formed in 1984,

Hirigama Village :

Economy and Employment : No agriculture. Coir making. No fishermen,
Agricultural labourers, Few Government servants and few traders.
Income Stratification : Upper (over Rs.2000/- per month) - 10%;

Middle (Rs.700/- -Rs.2000/- per month) - 70%; Low (below Rs,700/-
per month) - 20Z,
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Caste and Ethnic Stratification : Govigama Caste - 60%; Karawa Caste-
25%Z; Salagama Caste - 15%. Ethnic/Religious - Sinhala Buddhists 100%.
TCCSEP : TCCS formed in 1983,

Wattegoda (Matara District)

Economy and Employment : No agriculture. Coir making. Agricultural

labourers.

Income Stratificaion : Upper (over Rs,2000/- per month) - 10%; Middle
(Rs.700/- - Rs.2000/- per month) - 70%Z; Low (below Rs.700/- per
month) - 20%,

Caste and Ethnic Stratification : Salagama Caste - 55%; Durava Caste-
40%; Others - 5%, Ethnic/Religious - Sinhala Buddhists - 100%.

TCCSEP : A new TCCS was formed in 1987 but no housing loans are yet

given through it,

Muthuwella (Matara District)

Economy and Employment : Paddy cutivation. Land owners, agricultural

labourers, teachers, government servants.

Income stratification : Upper (over Rs.2000/- per month) - 25%. Middle
(Rs.700/- -Rs.2000/- per month) - 60%; Low (below Rs.700/- per month)-
15%.

Caste and Ethnic Stratification : Govigama Caste -90%; Navandanna
Caste -~ 8%; Dhoby Caste - 2Z. Ethnic/ Religious - Sinhala Buddhists-
100%.

ICCSEP : A new TCCS was formed in 1987 but no housing loans are yet
given through it.

Minirankuliya (Puttalam District)

Economy and Employment : Agriculture dominates. 800 families in agri-

culture - highland crops and coconut; 300 families - agricultural
labourers; 100 families - brick-making and animal husbundry; 150
families - Government servants and traders.

Income Stratification : Upper (over Rs.2000/- per month) -10%; Middle
(Rs.700/- -Rs.2000/- per month) - 80%Z, Low (below Rs.700/- per month)-
107.
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Caste and Ethnic Stratification (Among Sinhala People) : Govigama
Caste - 50%; Karawa Caste - 30%; Salagama Caste - 10%Z; Durava Caste-
10%. Inter-caste marriage is very common in this settlement which
is about 25 years old. Ethnic/Religious -~ Sinhala Buddhists - 70%;
Sinhala Catholics - 25%Z; Hindus and Muslims - 5%.

TCCSEP : A TCCS was formed in 1984, It started giving NHDA housing
loans in 1987. 1 TCCS for this very large GM area of 1300 households
and of 6 villages,

Mahapotha (Puttalam District)

Economy and Employment : Agriculture dominates; Coconut is the main
crop. Other crops - Cashew, Peanut, Cow Pea, Other highland grains,
Most families own 2-5 acres of land. Also traders and Middlemen/Coll-
ectors of agricultural produce.

Income Stratification : Upper (over Rs.2000/- per month) - 10%; Middle
(Rs.700/~ -Rs.2000/- per month) - 80%; Low (below Rs,700/- per month)-
107,

Caste and Ethnic Stratification : Govigama Caste - 50%; Karawa Caste-

25%; Salagama Caste - 253, There is much inter- caste marriage in
this settlement with is 30 years old. Ethnic/Religious - Sinhala
Buddhists - 65%; Sinhala Catholics - 35%.

TCCSEP : 3 new TCCSs have been formed in this GM area of 1350 house-
holds in 1987, but no housing loans are yet given through them,

Kudiputhirippu (Jaffna District)

Economy and Employment : Agriculture. Highland crops - Onions,
chillies, tobacco, vegetables and bananas. No paddy. Agricultural
labourers. Few fishermen. In most families of the upper and middle

income ranges, at least one male works outside Jaffna district and
sends cash remittances to the village,

Income Stratification : High (over Rs.2000/- per month) - 10%;: Middle
(Rs.700/- - Rs.2000/- per month) - 70%; Low (below Rs.700/- per month)
~ 207,

Caste and Ethnic Stratification : Vellala Caste - 40%7; Non-Vellala
Castes (Pallar, Nalavar, Ambattam, Parayar) - 60%. Ethnic/Religious-
Tamil Catholics - 807%; Tamil Hindus ~ 20%.




54—

TCCSEP :There are 7 TCCSs in the GM area which is located within
the AGA division where a pilot project for granting housing loans
through TCCSs was started in 1986, Of the 7 TCCSs, the oldest one
goes back to 1980 : another goes back to 1983 : Another to 1985 :
While new 4 TCCSs have been formed in the last 8 months. NHDA housing
loans are given through all 7 TCCSs,

Kovalam (Jaffna District)

Economy and Employment : Agriculture, Highland crops - Onions,

chillies, vegetables and a little tobacco. Agricultural labourers.
Most families of the upper and middle income groups have at least
one male member working outside the Jaffna district and remitting
money home,

Income Stratification : High (over Rs.2000/- per month) - 10%; Middle
(Rs.700/- - Rs,2000/- per month) - 70%; Low (below Rs.700/- per
month) - 207,

Caste and Ethnic Stratification «ellala Caste - 40%; Non-Vellala
Castes (Pallar, Nalavar, Ambattam, Parayar) - 60%. Ethnic/Religious~
Tamil Hindu - 100%.

TCCSEP : there is no TCCS formed as yet in this GM area.
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Millions of the rural poor live in houses such as these., Living

amidst such poverty it takes courage and trust in oneself
to dream of new avenues.

If only we could help him to "build a new house and start
a new life",
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CHAPIER 3
THE RURAL HOUSING PROCESS

PERCEPTION OF A HOUSE

The earlier case study of the UHSP (Fernando.S. et al : Dece-
mber 1986) has shown that the low-income urban family perceives a
house constructed with State Support, primarily as an instrument
of entry into the mainstream of urban society. After living for a
long time under insecure conditions of tenure, often under a potent-
ial threat of eviction, socially unaccepted by the urban mainstream
and looked-down upon by the urban middle classes on the basis of
their image of them (not supported by empirical evidence) as people
prone to violence, who are also untrustworthy and unreliable and
engaged in illegal activities such as gambling, prostitution and
dealing in dope and hooch, garden communities of the urban poor per-
ceive the new/upgraded house primarily as a token of being recognised
of being accepted and of being accorded a 'right' to live in the
town without fear of eviction. Their priority was not a house but
access to services such as water and sanitary toilets and security
of tenure.

The rural low-income person's perception of a house, on the
other hand, is qualitatively different. From the time he marries
and establishes his own family, he plans for his own permanent house.
Security of tenure is not a major problem for him. He is also, to
start with, a fully accepted member of his village community. What
he desires is a permanent house of his own. He starts building when
he can afford to do so but it may be years before he can complete
it. The importance of a permanent house to the rural family is expre-
ssed in all the ritual and ceremony associated with every major event
in the house-building process of a rural family. Astrologers are
consulted, the horoscopes of the chief householder and spouse are
examined and the laying of the foundation is indeed a ritual event
for them. The proportions of the house and the placement of doors
and windows too are astrologically guided. And so is it at every
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major juncture of the house-building process. In the Tamil Speaking
north,the placment of the kitchen and the placement of the house
vis-a-vis the drinking water well assume special astrological sgni-
ficance.

The actitvity of house-building in the rural context has a
strong element of 'Purity' and 'sacredness' associated with it. It
is closely intertwined with the emotions, aspirations and achievements
of a rural family. When finally the house is 'achieved', ir is seen
as a victory that followed a long but consistent struggle. And in
the new/upgraded house starts a new chapter in the life of the family,
There dawns a new light which dispels the feelings of dejection and
disappointment which till then may have crushed the creativity,
innovativeness and enthusiasm of the family. A new/upgraded house
is, at the same time, a major watershed in the life-history of a
rural family.

PERCEPTION OF THE HOUSING LOAN

The quality of moral responsibility towards the housing 1loan,
too, differs substantially between the urban and rural situations,
This, in turn, has a direct bearing on 'willingness to Pay' which
is a subjective phenomenon.

As seen from the earlier study (Fernando.S. et al : December
1986) the low-income urban garden family does not perceive the hous-
*1g loan as something that was solicited and received in response
to a request but as something that was largely given without being
solicited. When living in unauthorised urban settlements, low-income
urban families did not aspire for permanent houses: Such houses were
virtually forced on them as a condition for getting what they aspi-
red for, - viz: security of tenure and entry into the mainstream
urban society. The decision that they should live in permanent houses
is perceived by them as a decision of the State rather than as their
decision. It is not that they do not value or appreciate their new/
upgraded houses, their improved surroundings and the provision of
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toilets, showers and water-taps. While appreciating their new hous-
ing environment, they feel at the same time that it was not a respon-
se to their request. So they are willing to repay their housing
loans but do not feel morally obliged to pay back as speedily as
the NHDA desires. There is a greater tendency, therefore, for the
low-income urban dweller to perceivc the problem of urban low-inco-
me housing as being a problem for the State rather than a problem
for the families themselves,

The rural perception is again qualitatively different. Rural
housing is not perceived by rural people as a problem for the State.
It is perceived, essentially, as a problem faced by rural families
which the State is helping the families to solve. Rural house-build-
ing is an activity which is almost sacred in rural society. Obliga~
tions on the part of a family are therefore strong towards any per-
son or institution that came forward to help in such an activity.
This generates a strong emotional desire to repay the housing loan.
The emotion is similar to that towards a person who came forward
to loan money for a village funeral : The response is one of wanting
to return such a loan at the earliest.

THE QUESTION OF TENANCY

Questions of tenancy rights for the new housing plots received
from NHDA loom large in the minds of the people of Navagampura and
Aramaya Place - the foci of the previous study. To a people (viz:
the low-income urban garden dwellers) whose basic problem was one
of gainine a 'right' to 'belong' to the city, the nature of the
'right' that they have won in their new/upgraded housing environ-
ment is fundermental. This right gets expression in the terms of
agreement between the NHDA und the settler families.

At Navagampura, the settlers had expected to obtain freehold
rights at the end of a 15 year period, by which time they would have
ideally repaid their loans. Meanwhile the NHDA had drawn up 1lease
agreements to be handed over to the families at the ceremonial open-
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ing of Navagampura by the Prime Minister on August 24th 1986, The
agreement spelt out a 40 year lease between NHDA and the settlers,
Over 400 such agreements were prepared, signed by several officials
and hurridly distributed among the settler families for signature,
The settlers were horrified to find that they were only going to
get a 40 year lease even if they repay the housing loan in full,
There was much unrest in the community. Meanwhile the Prime Minister
was appraised of the problem, He asked NHDA to include a clause in
the agreement by which a family that occupies a house for a period
of 30 years is given ownership of it. The agreements were modified,
re-distributed and signed by all but 70 families prior to the open-
ing ceremony. As for Aramaya Place, no lease agreements have been
prepared. The NHDA decision, thus far, is to have the same tenancy
agreement for Aramaya place as well. Also, according to the terms
of such agreement, the housing plot cannot be sold or transferred
except at death when it can be transferre: to the wife or any one
child.

In rural society, the issue of tenancy rights does not take
on the same importance. In the Sinhala villages, almost all the people
have some rights of ownership - sole, joint undivided or a government
lease - to even a small plot of buildable highland in the village.
Though the guidelinzs are fairly strict about the need for a borrower
to clearly establish his rights to the land on which he builds his
house, it was found that in practice there was a great degree of
flexibility and 'trust' in this matter. In the M system of loan
disbursement, the borrower documents his ownership rights to the
O, who, through the mediation of the SSO and the GM Chairman is
very flexible when interpreting the documents. In the TCCS system,
it was seen that in practice the TCCS is much more interested in
the personal reliability of the applicant than in the technicalities
of his ownership rights to the land. It was only in Jaffna that
certain castes such as the tree-climbers/toddy tappers (Pallar and
Nalavar castes) who live on lands owned by traditional high castes
cannot seek housing loans as they have no rights whatever to the
land on w:.ch they reside. Furthermore, it was seen that in Jaffna
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there was very little joint and undivided ownership of land compared
to the Sinhala villages, since the stronger tradition is for a father
to write his lands over to his different children during his own

lifetime.

The practice regarding the establishment of tenancy rights
in the RHSP is as follows:

a,.

C.

If the property is an intestate one, any heir can get a
loan to build on it if he produces a letter of no-objection
from the other heirs.

If a person is resident on a bounded property within which
there are other houses as well, he can get a loan to build
on it if he produces a letter of no-objection from the other
resident families.

If a person has an undivided right to a piece of land, he
can get a loan to build on it if he produces a letter of
no-objection from the other co-owners.

If a person resides on a piece of State land onto which
he has encroached, hr can get a loan to build on it if he
produces a letter from the AGA to say that steps are being
taken to issue a lease agreement for the land.

If a person has clear ownership rights to a piece of land,
he can get a loan to build on it if he produces a certi-
fied photocopy of his title to it,

Sumanasekera (42) of UWattegoda (fMatara), an ex-han~-
boun wonker with a wife and 3 children, on {Losing his
Jok in the 1980 sinike, went to nreside on an abandoned
Lond which had eanlien feen gnanted to someone else By
the State on a Lease agneement, He paid Rs,25000/- to
the Lease-holden in netunn fon possession of the fLand,
Though Sumanasekera had no fLegal nights o this fLand,
he made a wnitten statement to say he owned it, This
statement was centified Ly the GM Chairman and the S5O,
He got a housing Loan of Rs.5000/- through the GM system,
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Jayasingha of Wattegoda (fMatara) is an unskilled fLab-
ourner aged 34, He is marnied with one child., He had 8uiti
a small house and needed a fLoan fon a permenant noof.
His fLather'’s house and his Brothen’s house are in the
same ganden which is cleanly Bounded, To obtain the foan,
Jayasinghe producer! Letiens of no-obection from the Lathen
and the Bnrothen,

H, A, Sumanaseeli is a marnied women of 30 faom Pahala-
gama (Matara), She collects and sells coin nopes, By
producing a letten of no-oljection Zrom hen parents 2o
hen building a house on the parental land, she obitained
a housing Loan of Rs,3000/- from the TCCS,

While in some areas, a simple certification from the GM Chair-
man or SSO will suffice, in certain other areas, procedures are app-
lied in a somewhat more strict way.

Chitrananda of (flahapotha (Puttalam) aged 26, marnied
with one child, unof/icially fought the right of posse-
ssion of a Land which was held on a 99 year Lease from
the State, Though he had taken steps to have the fLease
rdghts transferned to him, he had yet not nreceived «
new lease agreement in his name from the State. The HO
would not accept a centification by the GM Chairman on
the SSO about Chitrananda’s nrights to the fard when he
was selected to neceive a housing Loan, He thenefore
had to follow a flong procedune of getting a certificale
from the district fand officen to say thal the transten
of the fleasehold has Leen approved and of gelting this
centification counten-signed Ly the AGA,

In contrast, in some other areas the guidelines are applied
in such a flexible way that housing loans might be given to build
on a land, the ownership rights to which may be the subject of an
on-going court case.
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Piyasena aged 30, of Wattegode (Mlatara) is an ex-secu-
aity-guand, now unemployed, The ouwner of the adjoining
dand has nesonted to count action against Piyasena, cla-
iming ownenship nrights to the land on which Piyasena
Lives, Uhile the count action was proceeding, Piyasena
was selected fon a housing Loan of Rs.3000/- for upgrad-
ing the noof of his'house. The HO approved the deed prod-
uced 8y Piyasena on which he claimed he had a undivided
one-third share of the fland, He was given the Loan des-
pite the objection nraised 8y the ownen of the adjoining
propenty who claimed that he was the rightful owner and
drew attention to the count case which was pending,

HOUSING AS A PRIORITY

Research conducted by IRED indicates that in terms of the in-
vestment of family resources in the Sinhala speaking rural sector,
an almost equal emphasis is placed on Housing, Education and Consu-
mer Durables. No cases were encountered of families neglecting their
children's education in order of improve their housing or vice-versa.
It is also a common occurance that while saving (in cash and/or buil-
ding materials) to build a house, a family also spends on furniture
and other consumer durables. It was also seen that as the le;rel of
education in a rural Sinhala family increases, a felt need arises
for improving both the house itself and the quantity of consumer
durables within it. It was also seen that in Sinhala speaking vill-
ages with a paddy-based agricultural economy, a somewhat greater
emphasis is placed on educating of children in contrast to Sinhala-
speaking villages with a largely non-agricultural economy. As paddy-
based agriculture is incapable of absorbing extra labour units with-
out depressing the productivity of labour, families tend to give
an added priority to education so that through the education process,
children could seek non-agricultural jobs in the State and private
sectors, This tendency applies most cogently to the better-off agri-
cultural families which can afford the funds to educate their child-
ren. In contrast, in fishing villages and villages which display
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numerous opportunities for self-employment, there is less emphasis
on education even in better-off families. Added labour units often

mean added family income in such village economies.

While in Sinhala-speaking villages, housing, education and
consumer durables receive an almost equal emphasis in terms of pri-
orities, the situation in the Tamil-speaking villages of the Jaffna
district is qualitatively different.

The economy of the Jaffna district is based primarily on the
development and export (out of the district) of human resources and
to a somewhat lesser extent on agriculture. Agricultural activities
largely comprise the cultivation of highland crops (chillies, onions,
vegetables, tobacco etc) on the red-latasol type soils with the aid
of ground-water irrigation. As latasols have an excellent physical
st-ucture but are chemically poor, fertilizer is applied on a large
scale, Most middle-income families and almost all upper-income
families of the Jaffna district have at least one male family member
working outside the district and sending cash remittances home. The
upper-income families and the better-off families within the
middle-income category invest much of their resources in educating
their children who then seek public or private sector employment
outside the district. The less educated males from these income
categories go out as traders to other districts or invest in
agriculture in the less populated northern districts of Vavuniya,
Mannar and Mullaitivu or else in the eastern province. The less
affluent families send their males out as agricultural labourers
to other northern districts from where they send cash remittances
to their homes.

Back at home in the Jaffna district, families - however afflu-
ent they may be - live a very frugal life, saving as much as they
could from the cash remittances coming in from outside and from ear-
nings through employment opportunities within the district itself.
The houses of families with different levels of income generally
resemble each other both in size and appearence. There is also only
a minimal emphasis placed on consumer durables. Jaffna houses - even
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those of the rich - are frugally furnished. Little is also sperit
on clothing.

Investment is primarily on human resource development within
the family; - in other words, on education of the children and on
'acquiring' educated sons-in-law through the dowry system. The edu-
cated sons and sons-in-law, in turn, will work outside the Jaffna
district and send cash remittances to their homes, the surplus from
which will again be used for educating the children and providing
dowries to the marriagable females of the household. The normal life
cycle of an educated Tamil speaking man from the Jaffna district
consists of the following stages :

1. Acquiring education
2, Remitting cash for the sister' doweries and for the
education of the younger brothers.
. Obtaining employment outside the district.
. Getting married with a dowry.

« Remitting money home.

3

4

5

6. Building a house.
7. Educating his own sons.,

8. Accumulating dowries for his own daughters.
9

. Retirement and return to the village.

A permanent house becomes a sinificant object of concern when
the eldest daughter of a family is nearing marriagable age. Her dowry
should ideally include a house; and to attract an educated son-in-
law, it should be a permanent one. On marriage, the house in which
the family lives is given to the eldest daughter, while life-interest
is maintained by the parents, who, together with their unmarried
children continue to 1live there with the married daughter and her
husband. If they have the neccessary resources, parents will try
to provide permenant houses to each of their daughters at marriage.
Parents continue to live with the eldest daughter to whom they give
their house at marriage, but if tension develops between them and
the new couple, the parents move out with their unmarried children

into another house which they may costruct in the same garden. In
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The long process of building a house begins with collecting
the necessary raw materials such as brick, timber and metal.
For many. it is a slow process undertaken amidst many contingen-
cies, with the time period between the laying of the foundation
stone and the final stages of completion averaging around
10 - 20 years.

For them every step is a major advance towards the ultimate
goal,




64—

the Jaffna context, therefore, housing is not perceived as a general
priority within the structure of economic decisions made by a family,
but more as a specific object of investment linked to the dynamics
of the dowry system.

THE HOUSE - BUILDING PROCESS

Tamil families collect their surpluses in cash and jewrllery,
As most middle and upper income families have members sending monthly
cash remittance from outside the district, and also because the Jaffna
district agriclture, being based on ground-water irrigation, is not
subjected to the uncertainties and vicissitudes of the rains, and
is therefore more predictable than is the rain-based agriculture
of most Sinhala-speaking districts, the average Jaffna family is
able to better project its savings and expenses : It can save in
cash, with fair degree of confidence that it will not in all proba-
bility have to dig into its cash reserves to meet its basic living
expenses in the future.

Money that is saved in cash is either deposited in a bank or
more commonly kept at home and loaned out at 60%Z annual interest
in the informal money market. It is only when a family has collected
about 507 or more of the essential costs of building a house that
it will decide to build: and that too, especially if they have a
daughter approaching marriagable age. House-building in the Jaffna
district is a ‘'one-shot operation' - not a process that continues
in stages, over many years, as in Sinhala-speaking districts. Once
the decision to build is taken, the balance capital - over and above
what is already available in cash savings -~ is mobilised through
borrowing, and work commences.

K.Velupitlai aged 48 of Kovalam (Joffna district)
wonks as a clerk in the Vavuniya Kachcheri. He comes
home to Joffna every Lontnight. Every month, when he
collects his salany, he pays his chummery expenses and
sends the remaining part of his sclany to his wife in
Kovalam, She Loans out money at 60% annual interest
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and al the same Lime invests .in gold sovereigns with
the ddea of making jewelleny [fon her daughten when she
comes of age, In the alteanctive, when the need arises
Lo Build a house fon the daughter, she says she may seld
some of the sovereigns to meel the expenses of house-
&uld,mg. The ginl is now 14 yeans old, The parents hope
o put up a house forn hen with thein savings in anothen
6 yeans time - when she will fe 20 yeans old, Then they
hope to collect mone money fon another 4 years, and to-
gethen with what is fLeft of theirn earlien savings aften
house-8uilding, they hope to have enough cash fon her
downy and fon the manniage cenemony, They hope to fe
able to have the daughten mannied when she is 25 yeans
old, 11 years from now, Thein plan is not to fuild just
now, So they are nol .interested to apply fon an NHDA
housing Loan,

SilMahendenan aged 45 of Kudiputhiruppu (Jaffna Dist-
niel) s a clenk in the Auditon-General's Depantment
in Colombo., His wife and 4 children Live in Jalfna, 1
son 4is dn the militant movement, 2 sons ane students
while the daughter, aged 12, also goes 2o school, He
Lives in ColomBo in a chummery with some other Tamif
oflicens, Aftern paying his chummeny 8i€ls, he sends a
pard of what remains of his salary to Jaffna where his
wife Loans oul money in the .informal money manket at
60% annual intenest, The nest of his salany is<kept with
him as he too dLoans out money at 60% annual .interest
in the village, He visits the village every Lontnight.
He also Lorrows money from the Credit Council of his
department and also Zaom the Bank of Ceylon at a Low
dinterest nate and foans oul such money in his village
in Jaffna 2t a 60% rate of .interest., He has a very small
house in the village. He has no .intention of Luilding
a penmancnt house just now - although he has the money
to do s0 - Lecause, fon one thing, his daughtern is stitl
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only 12 yeans old, and for another he Leels he may need
the cash he has with him for the higher education of
his sons.

‘The decision to build a house in the Jaffﬁa context, is almost
invariably related to the marriage of a daughter. There are not n;ény
exceptions to this norm. Sometimes, wher; on account of some except-
ional circumstances, it has not been possible for parents to endow
their daughter with a house, it becomes necessary for the newly
married couple to build a house for themselves,

Josaphine Simon Pillai of Kudiputhirippu (Jaffna Dist-
nict) aged 28 is a GCE (0 Level) qualilied lady who is
marnied to an agnicullunal labouren wonrking in the Vavu-
néiya Distnict. She is employed in the Local Catholic
Chunch, It was the chunch authonities who arranged hen
mariage in 1985, The parents on Both sides wene dis-
pleased aloul the manniage and the new couple have no
connections with thein porents. Naturally, Josaphine
neceived no downy., On mariage, they put up a hut of
thatched Palmyrah Leaves with the Jidea of putting up
thein own house as eanly as possille. Josaphine obtained
a NHDA housing Loan of Rs.7500/- from the TCCS, Hen hus-
Band had Rs,4000/- in savings. She also Bonrrowed anothen
Rs.5000/- at 36% annual .interest. With all these Lunds,
she put up a one-noom house with verandah and kitchen
and also obtained electricity fon it,

Clodagh Abraham is a nunse aged 30, unmarnied, and
Living with her mother and itwo Bnothens aged 14 and 16
at Kudiputhinippu (Jafina). Hen fathern is no mone, Hen
monthly income 4is Rs,1500/-, Hen mother has accumulat-
ed some savings which she gives out on interest., Clodagh
obtained a NHDA housing Loan of Rs,7500/-, To this she
adderd hen mother’s savings aemounting to Rs,10,000/- and a
Lunthen sum of Rs,5000/- which she Bonrrowed on 60% annual
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intenest, and with atl these Lunds put together she
put up hen house, Hen mothen and two frothens also contri-
buted thein Laloun to the fuilding operation,

It is usual for a family to move into a newly built house after
the floors are cemented, the inside walls plastered and the roof
installed., Plastering of the outside walls takes place after going
into residence. Doors and windows are installed - for security rea-
sons - at least in the rooms where the family keeps its belongings.
Other docrs and windows can be installed after going into occupation.
Housing loans are sometimes used for completing the work after going
into occupation.

Jaffna district houses are usually two-roomed with kitchen
and verandah, The more affluent house-builders may have an extra
room, a portico and a garage. They will also have their own well
and latrine. The walls are usually made of cement blocks, the roof
is of asbestos or tiles on palmyrah rafters while the floor is
invariably cemented. Timber for the doors and windows is obtained
from the Vavuniya, Mullaitivu or Mannar districts.

Houses in the Jaffna district are not built in stages but in
one sustained effort. It is considered auspicious to go into resi-
dence in either the first or the third year but not in the second
year of construction. This acts as a further incentive to make the
house habitable within the first year itself and go into occupation.
It is also cosidered very unlucky for a family to drag on its house
costruction for more than 3 years. prevailing social customs thus
converge to support the 'one sustained effort'. This process stands
in total contrast to the house-building process in Sinhala-speaking
districts where house construction takes place in gradual stages
over a relatively long period of time.

In Jaffna, unlike in the Sinhala districts, investment in hou-
ing on the part of a family is not spread over a long period but
is sustained within a very short continuous period of house-building
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activity, For these very same reasons, investment is mainly focused

on 'new houses' rather than on 'house-upgrading' -

Peniod of house-Building activity of sample
beneliciany families prion to oblaining
NIUDA Loan : Jaffna Distnict
( % fZrequency distnibution )

Time peniod Beneficianies Benelicianies
TCCS system aM_system

None 87,5 95.5

Below 1 yean 12.5 -

1 - 3 yeans - 4.5

4 -5 yeans - -

6 - 10 yeans - -

Oven - —_—
100 _ 100 _

Type of building activity for which
NHDA foan was used : Jalfna district sample
( % fLrequency distribution )

Activity Beneficianies Benelicianies
TCCS system GM_system

To Built new house 87.5 54

Forn upgrading ofld house 12,5 36

For well - -

To extend old house - -

Cementing/ plastering - -

For a Latrine - -

Forn electricity connection - -
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Amount of money spent on the housing unit
prtor to oblaining NHDA Loan ¢
Jatfna distiniclt sample
( % trequency distribution )

dmount Beneficianies Benelicianies
7CCS system GN_systen

None 87,5 95,5
Less than Rs,1000 - -

Rs. 1007 - 3000 - -

Rs. 3001 - 5000 - 4,5

Rs. 5007 - 10,000 12,5 -
Rs,10,007 - 20,000 - -
R4,20,007 - 30,000 - -
R4.30,007 - 50,000 . -

Oven Rs,50,000 -
700 700

As stated earlier, the house-buiding process in Sinhala-speak-
ing districts is qualitatively different to what has been described
for the Jaffna district. Houses are built in stages, and the NHDA
housing loan is availed of somewhere along this usually lengthy
process. In other words, by the time the average beneficiary seeks
an NHDA loan, he has already been involved many years in building
his house and he has already spent a fair sum of money on it.

Peniod of house-fuilding activity of sample feneliciany
Lamilies prion to obtaining NHDA fLoan :
Galle, (latara and Puttafam Disiricts
( % Zrquency ditrilution )

Time period Beneficianies Benelicianies
TCCS system an_system
None - -
Below 1 yean 28 22
1 - 3 yeans 40 38
4 -« 5 yeans 6 20
6 - 70 years 8 14
Over 10 yeans 18 6

-~
o
o
-~
o
o
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Type of Building activity fon which NHDA Loans was used :
Galle, flatara and Putlalom disirict sample
( % Zrequency distnibution )

Activity Beneficiarnics Benelicianies
x TCCS sysiem an_sysiem
7o Build new house 48 38
Fon upgrading old house 26 44
Fon welds 6 9
7o extend old house -
Cementing/ plustering 78 7
Forn a Latrine - 2
Fon electricily connection - -
100 100

Amount of money spent on the housing urit
prion 2o obiaining NHDA Loan :
Galle, Matara and Putialam disiriclt sample
( % ZLrequency distribution )

Amount Beneficianies Benelicianies
7CCS system G _system

None
Less than Rs, 1000 4 5
Rs, 17007 - 3000 70 12
Rs, 3007 - 5000 8 12
Rs., 5007 - 10,000 24 75
Rs,10,007 - 20,000 26 17
Rs.20,007 - 30,000 1 7
Rs, 30,007 - 50,000 4 9
Over Rs,50,000 2 16

100 700

In Sinhala-speaking districts, all bereficiaries had started
their housing activities before they applied for an NHDA housing
loan, Over 207 had been struggling for over 6 years before applying
for a loan. This situation contrasts, not only with Jaffna but also

with what prevailed at Navagampura and Aramaya Place in the city
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of Colombo (see : Fernando.S. et al : December 1986) where housing
activities commenced with the granting of housing loans.

To start with, the pattern of household savings in Sinhala
speaking middle and low-income families differs radically from the
pattern prevailing among the middle and low income families of the
Jaffna district. Sinhala villagers are not confident about regular
income flows which alone would enable them to save in cash with the
confidence that it is unlikely that they would have to draw on their
cash reserves to meet daily living expenses in the future. Agri-
culture, in Sinhala-speaking villages is largely rain-fed - either
directly or via rain-water stored in irrigation tanks. If there is
not enough rain or too much rain - e.g. floods - the crops will fail.
Self employment in both agricultural and non-farm activities 1is
associated with an unpredictable and irregular income flow in the
Sinhala-speaking districts. Regular, projectable family incomes -~
generally associated with secure salaried employment and a Jaffna-
type intensive farming based on ground-water irrigation ~ are not
a common feature of middle and low-income families in the Sinhala-
speaking districts, Cash savings often have to be drawn upon and
consumed in day to day expenses during bad periods.

During period of surplus, therefore, resources are saved for
housing not in the form of cash but in the form of building mater-
ials. When a family has some surplus cash, it would purchase bricks
or tiles : or it may purchase timber, and, when its cash flow permits
have the door frames and window frames prepared. Whenever there is
extra cash, a family may put up the foundation or some of the walls
or prepare the roofing timber., In this way, the house comes up in
stages over the years. In any Sinhala-speaking village, one could
see houses that are stalled - obviously for want of cash - at one
or more of following preparatory or construction stages :

1. Bricks and sand brought for foundation, but foundation not

yet laid.

2, Foundation laid and no more building materials remain,
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3. Foundation laid and bricks bought for raising at least part
of the walls.

4. Walls raised upto the roof level. Door and window frames
installed. Walls get washed for the rain. Therefore Builders
do not like to leave a house incomplete at this stage.

5. Roofing timber installed. But as a permenant roof cannot
be afforded, a cadjan roof is erected. The roof, however,
is shaped for placing tiles, while it should be shaped more
sharply for cadjans which decompose faster on & roof that
is not sufficiently shaped. Cadjans need to be replaced
once an year whereas they last for 2-2% years on a roof
that is shaped specially for a cadjan covering. Owing to
the recurring costs (about Rs,500/- an year on the average)
of having to frequently replace cadjans, builders like to
tile their roofs as early as they can afford to do so.

6. Roof is tiled and the inside walls are plastered and the
floor is cemented. These tasks are usually completed in
one sequence,

7. Doors and windows are fixed in the essential rooms upon
vhich the family comes into occupation.

8. Doors and windows are fixed in all the rooms and the out-
side walls are plastered. These two tasks are usually accom-
plished in one sequence.

9. Doors and windows are painted and the walls both inside
and outside are colour-washed.

10 Finishing touches are given to the house.

House construction can be stalled at any of the above stages
because of an inadequate cash-flow for housing in the context of
a multiplicity of conflicting priorities in the expense pattern of
a middle or low income rural Sinhala family. A soft housing loan
offered at any of these stages could induce a family to give a high-
er priority to its house-building activity, mobilise some more capi-
tal and get along with the job of completing the house. In this vay,
when offered to those who can mobilise other resources as well, the
small NHDA housing loan serves to catalyse the efforts of a family
to expedite the process of house construction.
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THE TARGET GROUP IN THEORY AND PRACTICE

In theory, according to the RHSP guidelines, the target group
consists of rural families enjoying a monthly family income of less
than Rs.1250/-. According to the affordability table of the RHSP
(see chapter 1), a family with a monthly income of Rs.207/- should
be able to afford the monthly installments of a Rs.3000/- 1loan
repayable over 15 years; a family with a monthly income of Rs.285/-
should be able to afford the monthly installment of a Rs,5000/- loan:
and a family with a monthly income of Rs.395/- should be able to
repay the monthly installments of a Rs.7000/- loan over a 15 year
period. Hence, in theory, the target group consists of families with
a monthly income of between Rs.200/- and Rs,1250/-

In practice, however, the target group gets defined through
the operation of a different dynamic. A house under construction
gets stalled for one of two reasons:-

Either, the house-builder simply cannot mobilise the capital

necessary for proceeding with the job.

or, the house-builder can mobilise the necessary capital

but has decided not to do so at this moment because
he has instead decided to place priority on some other
activity requiring his funds.

In practice, the latter category of house-builders can be in-
duced to mobilise capital, change priorites and re-activate their
house-building activities by the offer of a small but soft housing
loan. When a loan - though small - is available on such easy terms
of repayment and at a rate of interest well below the prevailing
market rate, a family which can mobilise capital to complete their
house feels induced to change its spending priorities, avail itself
of the opportunity of a small but soft loan, and go ahead with the
task of completing their house. What is important is that the small
housing loan is not enough to meet all the costs of house-building.
The loan serves the function of re-activating a family which has
access to other sources of capital.
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Building a new house, building a new future ...eesessccccccsece

With all their hopes and aspirations centered around the new
house.
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The former category - viz : those whose house-building opera-
tions have stalled “~cause they do not have access to the capital
that will be required to complete their houses cannot to be re-acti-
vated by the small housing loan because the loan is insufficient
to meet all the expenses that lie ahead in house-building and the
families had stopped their building operations because they do not
have access to other sources of capital. Therefore, this category
of families, though in theory falling within the target group, gets
excluded from it through the working out of this practical dynamic.,

Within the theoretical target group (Rs.200/- - Rs.2250/-),
it is the less affluent families of rural society that do not have
access to other sources of capital and thus get excuded in practice
from getting access to the small housing loan as well. Affordability,
in short, should be defined not simplistically in terms of aff-
ordability to repay the monhly NHDA installment as has been done
in the NHDA 'Affordability Table' (see chapter 1) but more realisti-
cally in terms of affordability to repay both the NHDA loan and the
other funds that would have to borrowed in order to complete the
house-building operations.

The net result of the practical dynamic is that, at field
level, the lower 1limit of the target group gets raised from the
theoretical Rs.200/- to a more practical Rs.700/- or more, while
the upper limit gets pushed well beyond the theoretical Rs.1250/-
watershed. This practical reality is, at field level, made to conform
with the theory by presenting family incomes which are seen to be
well over .the Rs.1250/- cut off point as being much less than what
they really are. Except in the case of salaried persons, rural family
incomes which come from a diversity of sources at irregular
frequences, cannot be easily assessed in practice. This allows for
the fiction of presenting higher incomes as being lower than what
they really are.
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Monthly Lamily income of beneliciaries in the
Galle, (Matana and Puttalam Distniclts sample
{( % Zrequency distnibution )

Beneficianies

Benelicianies
Ra. 7CCS system an system
Below 700 6 5
701 - 1250 28 29
1251 - 1500 22 32
1501 - 2000 32 29
Ovea 2000 12 5
100 100
flonthly family incomes of leneficicinies in the
datfna district sample
( % Zrequency distrilution )
Mo dincome Benelicionies Benelicianies
Rs. TCCS system G _sysdem
Below 700 - 5
701 - 1250 20 70
1251 - 1500 20 28
1501 - 2000 47.5 58
Oven 2000 12,5 _9
100 100

Patrick Fernando (aged 40) of flahapotha (Puttalam

district) {5 mannied with 4 children. His monthly .in-

come 4is anound Rs,1200, Though he is a mason, he gets
Little wonrk, lhenever he had extra money and time 2o
spare he had cul Bricks fon his house., He had collected
Bricks oven 4 yeans duning which time he had also coll-
ected sand, He got a NHDA housing fLoan of Rs.3500/-,
He ABonrowed another Rs,6000/-, and with the unskilled
Laloun of his wife and doughten, he applied his own
shills as a mason and Buill a very small house.



-76-~

Sinipala aged 60 of Sarumellagaha (Galle District)
‘48 a LaBounern in a Brick kiln whose Lamily .income is
nbout Rs.1500/- a month, His wife and son also wonk in
Brick kilns while his other 3 sons are yet of school-
going age. His house-Building activity started 70 yeans
ago when his father in-faw gave him Rs,90/- to Buy a
Jak tree with which he made his doon frames and window
£names, He saved Rs.5/- a day in a till from his daily
eannings, Uhen he had collected Rs,300/- he Brought 500
tiles., He next wanted to collect Bricks, So he asked
the kiln ouwner fon whom he wonked to pay him partly .in
cash and pantly in Bricks fon his Laboun. After collect
ing the nrequired quantity of fnicks, he Bought anothen
tree which had been cut down in the village and prepared
the noofing timben with it, With the free fLabour of his
son’s fniends, he Laid the PLoundation fon the house.
The house nremained at the foundation stage fon 1 year,
AL this stage he obtained a NHDA housing Loan of Rs,5500/-
through the TCCS, UWhen this was added to his son's sav-
ings; he was alle to naise the walls, complete the nroof-
ing timben, Lbuy tiles and Bring the house to ¢ habil-
able stage. He then went into occupation with his family,

Sony (aged 38) of Muthuvella (Matara district) is
maied with 2 children He wonks as a agriculiural Lab-
oun and eaans about Rs,800/- a month, From the time he
decided to get mawied, he planned to 8uild a house.
Soon after his manniage, he told his wife's parents that
he had collected some money fon a house, whereupon the
wife's parents agreed to make the doon and window frames
as well as the doons and windows fon the house, He next
cut Bricks on his own land and Lired them in his garden.,
Together with his father who knows how 2o saw timben,
he cut down a tree from his own garden and prepared the
nooting timben, he had suflicient money to raise the
walls and place the doons and windows, fut he hadn’t
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enough money to Lile his noof. At this stage he oblained
an NHDA housing Loun of Rs.3500/- fLrom the TCCS and with
the free skilled Laloun of his Lather's brother - a can-
penten - and the free unskilled Laboun of his sons and
Lather, he completed the noof. |

7. Sdbaratnam (aged 55) of Kudiputhrippu (Jatina
district). is a.dhoby., He is mannied and has 4 children-
3 Boys and a ginl of 25, Thi wife and all 4 children
help the Lathen in his dLaundny wonk, The fLamily ALived
in a mud-based hut with cemented Floor and a palmyrah
thatch noof., He had Been saving money o Luwild a house,
as his daughten had reached marniagalle age. He had Ras.
10,000/in savings. He applicd fLon a NHDA housing fLoan
of Rs,7500/-, The SSO told him that if he was prepared
to wail anothern 1-2 yeans, he could get Rs,7500/- Rut
that in the curnent yean he could noi Be given mone than
Rs,5000/, He agneed to take a Loan of Rs.,5000/- .in the
cumnent yearn, In any caste he had 2o Bonrow some mone
money din the infonmal money manket to complete the house
- 40 all he did was to Lomrow Rs,2500/- mone than he
would othemwise have Borrowed. In all he fLorrowed anothen
Rs, 15,000/ at 36% awwal .interest and completed his
new house, He is now Looking forn a husband for his daught-
er 1o whom he will transfern the new house, keeping Life-
intenest Lon himself,

Chandrawathie (aged 35) was 6h on the prionity
List of the Sarumellagaha GM (Galle) fLor a NHDA housing
Loan., She had collected fuilding materials overn 5 yeans.
The List was submitled 8y the GM to the DMN's oflice fon
implemenitation, (Meanwhile another woman, Karunowulhie
(aged 50) who, having access to mone nresournces than Chan-
drawathie, was buwilding her house at a fLastern pace, made
a Late application fon a Loan. She had raised the walls
and insialled the noofing Limben, She applied to the
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TCCS fon a NHDA foan to tile hen nool and plasten the
walls, Since Kawnawathie was Quilding her house at a
Lasten pace than Chandrawathie 8ecause of her gneaten
access Lo capital, the TCLCS president requested the
DN to neplace Chandrawathie with Karunawathie as numben
6 on the prionity List for that yean,

Ceciliyana (aged 58) of Pahalagama (Matara District)
i oa cu.(fdozu with 3 GCE (A Level) qualilied daughtens.
They earn 8y making coconut coir and sewing clothes,
She had Been Building hen house in stages over the past
12 yeans, The walls wene of frick, the floon was cement
ed 8ut the noof remained a cadjan noof. Since this was
a household of women, it was inconvenient and expensive
Lo have to sreplace the cadjans nregularly. Ceciliyana
applied to the TCCS Lon an NHDA Loan of Rs,5000/- 2o
tile hen house, She neceived a Loan of Rs,2500/- and
Logethen with another Rs.5000/- which she mobilised
Lrom hen husBand’'s laothen who is a trader .in Colombo,
she completed the Liling of the noof.

Whenever a GM or a TCCS wants to reject a relatively affluent
applicant for reasons that have nothing to do with his being above
the target group, the GM or TCCS concerned would use the convenience
of the target-group ceiling for rejecting the application. The real
reasons, however, would lie elsewhere.

Appuhamy (aged 40) of Mahapotha (Puttalam Districl) is
marnied with 3 children, He is a CTB driven whose month-
Ly family income is around Rs,2000/-. His application
Zon an NHDA housing fLoan was nejected By the GM on the
on the grounds that he is alove the .income ceiling of
the Zlangel group. Appuhamy has no effective ties of
access Lo the GM office leanens., fleawshile S,Subasingha
(aged 32) also of Muhapotha and also wonting as a CTB
driver and having a monthly famify income of around Rs,
2000/- got a NHDA housing dLoan of Rs.5000/- on the
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necomendation of the fluhapotha GM, Subasingha was a close
trniend and political supponten of the GM Chainrman.

The prionity List of 10 sulmitted 8y the TCCS of
Thala-Dambawa (Galle District) which was outside oun
sample, consisted of pernsons, each with a monthly family
income ‘of oven Rs,3000/-. The GM Chairman whose approval
is needed fon any List submitted By a TCCS, nefused
Lo necomend the List on grounds of income. The TCCS Chair-
man and GM Chairman wene personally antagonistic to each
othen, The TCLS Chainman nresigned, The new 7CCS Chain-
man who was a close friend of the same GM Chainman sub-
mitted another List consisting once again of pensons
whose monthly [amily .incomes are again above Rs,3000/-
This List, howeven, was approved By the GM Chairman who
48 his close friend,

Wimalawathie is a nunse wonking in the Galle hosp-
dal, Hen husband nuns a smalld Butique in the village
rt Sanumellagaha (Galle district). Thein Lamily income
44 anound Rs,3500/- a month, UWimalawathie's application
£on an NHDA loan was nejected 8y the TCCS on the gaounds
that she was above the tarngel group., Meanwhife Aniyadasa,
wonking 4in the Co-operative Union and enjoying a Lamily
dncome of anound Rs,3000/- was given a NHDA Loan of Rs,
5000/ - 2o fuild a new house., Ariyadasa is a close friend
of the 7CCS Chainman,

While the RHSP target group has an upper income level of Rs.
1250/~ per month, the USHP target group consists of families earning
less than Rs,1500/- per month. The study of Navagampura and Aramaya
place in the city of Colombo (Fernando.S. et al : December 1986)
has shown that when the urban poor are relocated, every family is
given an NHDA housing loan of Rs,15,000/- irrespective of family
income level. Affordability is not considered when giving housing
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loans to relocéted families of the urban poor,resulting in a fairly
large r;umber of genuine problems arising from a family's inability
to repay a housing loan. According to the NHDA's Affordability Table
(see chapter 1), a family should have a minimum monthly income of
Rs.1075/- to be able to afford to repay the monthly loan installments
over a 15 year period. This means that even in theory, the NHDA target
group for a Rs,15,000/- UHSP housing loan consists of families with
a monthly income of Rs,1075/- -Rs,1500/- per month. Even in theory,
therefore, only 557 of Navagampura families and 60% of Aramaya Place
families would fall within the target category, though Rs.1500/-
housing loans were given to all families irrespective of whether
they fell within the target group or not.

THE PACE OF HOUSING DEVELOPMENT IN THE RURAL SECTOR

When assessing the role of the small housing loan in shortening
the pace of house construction in the rural sector, it is relevant
to see how many houses are being completed without an NHDA loan by
families which would -in terms of a practical dynamic - have fallen
within the target group, for every house completed with an NHDA
housing loan. The following data is drawn from the sample locations
as well as from a few GM areas outside the sample.

Sarumellagaha (Galle District) : 1985 1: 0.67
Sarumellagaha (Galle Disirict) ¢ 1986 1 : 0.46
Milikada (Galle District) ¢ 1986 1:1.,29
Horagama (Galle District) : 1986 1:1
Pahalagama (Matara District) : 1986 1:1.18
Wattegoda {Matara District) : 1986 1:1
Muthuvella (Matara District) : 1986 1:1
Sirigama (Matara District) : 1986 1: 0,67
Maligama (Matara District) : 1986 1:1.29
Mahapotha (Puttalam District) : 1986 1:1
Angulugoda (Puttalam District) : 1986 1:2,5
Kiulgama (Puttalam District) :' 1986 1:1,67°
Keenakalliya (Puttalam district) : 1986 1:4
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The house of your dreams may not be the one that is within
your reach, Most times the foundation is all that is left

to show of such impossible dreams.

Potential house builders should therefore be advised on how
to build according to their level of income to make their

dream a reality.
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Katukelle (Puttalam District) : 1986 1:1,12
Kudiputhirippu (Jaffna District) ¢ 1985-87 1 : 0.24
Kovalam (Jaffna District) : 1985-86 1 : 0.15

It is seen from the above figures that the proportion of houses
completed without NHDA loans to houses completed with NHDA 1loans
is very low for the Jaffna district sample and relatively high for
the Sinhala speaking districts taken together. In Jaffna, on account
of the disruption of normal 1life in the last few years, the pace
of house-building became very slow. Because of the constraints on
normal transport, the shortages of fuel and the disruption of the
normal patterns of trade, building materials have gone up in price.
Cement, timber and tiles are available - but at a relatively higher
price and in much shorter supply, A degree of uncertainty prevails
in the district and the fear of possible damage to buildings in the
unsettled conditions of the north. All this militates against house-
building operations. However it is the availability of the soft NHDA
loan at interest rates very much lower than those prevailing in either
the unofficial or even the official money market that has persuaded
at least some families which have access to other resources as well
to build now rather than watch and wait for normal conditions to
return to the north. In Jaffna, therefore, if not for the NHDA hous-
loans, house-building would be nearly at a total halt, In the Sinhala-
speaking district samples, on the other hand, the figures suggest
that the pace of :ural house~building would be vibrant even without
NHDA intervention,

MOBILYSATICN OF CAPITAL FOR HOUSE-BUILDING

It has been seen that the NHDA housing loan by itself is very
insufficient to accomplish the task for which it is taken, Capital
has to be mobilised from other sources as well,

The earlier UHSP study (Fernado.S. et al December 1986) has
shown that in Navagampura and Aramaya Place, over a third of the
houses were constructed more or less with the UHSP loan of Rs,15,000/-.
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The others who comprised the upper half of the middle income group
and the higher income group of the urban poor needed access to funds
outside the housing loan. It was estimated that just under a third
of the funds mobilised for housing investment outside the housing
loan were obtained by the pawning of jewellery and the sale of con-
sumer durables such as furniture. West Asia remittances were also

seen to be a significant source of funds for investment in housing.

Total cost incurned in House Construction
( % Zrequency distribution )
Navagampuna Arnamaya Place

Unden Rs,20,000 37,2 63,6

Rs, 20,000 - 35,000 38.4 31.8

Rs. 35,000 - 75,000 5.1 4.6

Rs. 75,000 - 150,000 2.7 -

REPEA Houses and

No infoamation _6.6 —
100 100

Funds Lon Housing Investment oven and
above the Housing Loan
( % Zrequency distrilution )

Sounce Navagampuna Anamaya Place
Personal savings 76,5 5.8
Help Lrom k.insmen 16,6 22,9
West Asia employment 10,3 -
Bonnrowing on intenest 15,8 19.2
Pawning of jewelleny and
sale of Lurnitune 30,4 32,9
Miscellenous sounces _10.4 9.2
00 100

It was also shown in the earlier study that the renting of
houses and parts of houses was a family common ocurrance at Navagam-
pura and Aramaya Place. Urban garden families are used to living
in small spaces. Poorer families, on the one side, do not have much
furniture to fill their house, and on the other side need an extra
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income. Renting out a part of the house is an obvious solution.

Further field research at Navagampura and Aramaya Place reveal-
ed that most families had gone into occupation at a stage when the
house was barely habitable., There was much more to be completed in
the house. The most common way to obtain the necessary capital for
completing the construction work is to rent out half the house at
a rental of amount Rs.150/- per month at the better located Navagam-
pura and Rs.60/- per month at Aramaya Place, take a two year advance
of the rental and use it to complete the house construction. Between
August 1986 and June 1987, the proportion of families that had rented
half their respective houses had significantly increased., This is
a very common method of mobilising capital for the completion of
house construction at both urban locations studied.

Renting-oul Houses and Parts of
houses - Unban Locations.
( % Zrquency distribution )

Navagampuna Aramaya Place

Aug.’86 ¢ June.’'87 Aug,’'86 : June.'87
Not nented 84 57 95,5 82
Hall the house rented out 14 41 4,5 76
Whole house nented out _2 _2 - 2
700 100 100 700

In contrast to the urban situation, there was no renting of
houses or parts of houses in any of the rural sector samples., Raising
of capital for house-building through pawning of jewellery and sale
of furniture, though very significant in the urban sample, was total-
ly absent in all the rural samples.

In all the rural samples, a substantial amount of capital had
to be mobilised after the NHDA loan was received for completing the
task of house-building.
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Quantum of capilal mobilised Ly Benelicianies
aflen neceipt of NHDA Loan : Jalina district sample
( % Zrquency distribution )

Amount of Capilal Beneticianies Benelicianies
( in Rs.) 7CCS sysiem oM system

None 12.5 9

Below 1000 - -

1007 - 3000 pr] -

3007 - 5000 -

5007 - 10,000 12,5 78
70,007 - 20,000 25 50
20,000 - 30,000 25 5
30,000 - 50,000 - 9
Over 50,000 —_— -

200 100

Quantum of capital mofilised Ly Beneficianies
aflen neceipt of NHDA Loan : Galle, lMatara and
Puttalam disinict sample
( % Zrequency distribution )

Amount of Capilal Beneliciaries Beneticianies
( in Rs, ) 7CCS_sysiem M _system
None 4
Below 1000 4 2
1007 - 3000 - 70
3007 - 5000 14 75
5007 - 10,000 34 37
70,000 - 20,000 76 24
20,000 - 30,000 78 7
30,000 - 50,000 8 5
Oven 50,000 _2 -
100 100

In the Sinhala-speaking district samples, a significant amount
of the required capital was seen to have been mobilised by activat-
ing kinship and neighourhood networks which provided cost-free contri-
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butions of building materials and labour (both skilled and unskilled)
to’ the building process of the individual beneficiaries. Building
a house in Sinhala-speaking rural districts, as seen earlier, is
perceived as being a very 'pure' and almost 'sacred' activity. Help
given for such an activity is always remembered. The help received
is remembered as long as the house lasts, unlike help given in work-
ing a paddy field which could be forgotton once the season is over.
At the different critical stages of house construction such as when
laying the foundation, placing the door and window frames and instal-
ling the roof, the relations, neighbours and well-wishers of a family
contribute in labour, building materials and money.

In the Tamil-speaking district sample, or the other hand, it
is seen that apart from the contribution of labour from the nuclear
family of the beneficiary, there is hardly any contribution in cash
or kind or the part of kinsmen, neighbours and well-wishers to the
capital required for house-building. In Jaffna, house-building is
an activity that a nuclear family must look after by itself. There
is a much greater dependence on money lenders (36% - 60% interest
per annum) and on one's own savings in the Tamil speaking sample
for mobilising capital when compared to the Sinhala-speaking sample
which reaches out much more to kinsmen, friends and well-wishers
to mobilise capital for house-construction.

flonetised value of contrifutions made 8y own Lamily
(including house-fuilden), kinsmen and well-wishens
o the 91 Leneficianies of the Galle, flatara and
Putlalam distnict samples

Type of contrifution Monetised value in Rs,
Bricks/Metal 84,000
Sand 46,750
7imlen 130,500
Skilled laloun 141,750
Unskilled Laboun 26,500
Othen 750
7Total 430,250

(Average value of free contrilution received pen Beneliciany-Rs, 4724


http:onetLL.ed

-86-

Monetised value of contributions made by own family

(including house-builden), kinsmen and well-wishes

to the 30 Lenelicianies of the Jallna districl sample

Type of coninifuiion
Anichas/metal

sand

Timben

Skilled Laboun
Unskilled Laboun
Othen

Total

Monetised value in Ra,

8,000
3,750
2,250

750
8,250

15,570

(avenage value of free coninifution neceived pen Beneficiany-Rs,519)

Sounces of cash mobilisred aflen neceiving NHDA housing Loan ¢

Galle, Matnna, and Puttalam dist,.ict sample

( % Zrequency distrilution )

Beneficianies Benelicianies

Sounce

From own savings

From daify income
Intenest free Loans
trom kinsmen

Intenest free Loans
from fniends

From lanks (on .intenest)
From money-Lendens

(on intenest)

Othenr

7CCS system aM system

29 27

29 35

9 11

5 5

75 8

4 8

9 38
100 700
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Sounces of cash molilisred alten recelving NHDA

housing Loan : Jatfna district sample

( % trquency distrilution )

Sounce Beneliciunies Beneficiarnies
TCCS sysiem M _system
From own savings 22 42,5
From daily income - -
Interest free loans from kinsmen 22 2.5
Interest free loans from friends - 2.5
From Lanks (on interest) - -
From money fLendens (on intenest) 46 45
Othens - _7.5
100 100

Ceciliyana (aged 58), a widow of Pahalagama (flatara
wm&dMowuwdhhMBdaugthwdewuuﬂy
making coin and sewing clothes got a NHDA fLoan of Ras,
2500/- from the TCCS to tile hen noof, Hen Brothen-in-
Law, a iraden in Colombo, contributed Rs,3000/-, The
owner of a {Local timben depot give hen the necessany
noofing Limber on ZLoan, while hen daughter Lorrowed
anothen Rs,2500/. from the TCCS., This is how Ceciliyana
mobilised nresounces o instal a peamenant noof 2o hen
house,

When Sinipala (aged 60), a Grick-kiln Laloun ol
Saowmellagaha (Galle distrnict) Built his house with a
Loan of Rs,3500/- from the TCCS, his sons’ Iniends lLaid
the foundation free, while a mason who was also a close
triend of his sons contrniluted his skilled Laboun Lree
duning many stages of house construction,

Jayawardane (aged 58) is a almost full-time voluntry
wonken of Muthuvella (flatara district). He has 3 sons
wonking as goveanment employees in Colombo, Jayawardane
obtained a NHDA housing Loan of Rs.3500/- Zrom the 7CCS
fon installing a permenent noof and plastering the walls
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This enterprising young woman has planted '"crash crops" in
the foundation of the new house in the hope that this will

bring additional “acome to complete yet another stage of
construction,
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of his house., On hearning that thein fathen had stated
Lo complete his house, each of his 3 sons Lonnowed money
on easy-repayment Leams faom thein nrespective workplaces
and sent in all Rs, 15,000 2o theirn fLather, Jayawardane
now has a smant house with plastened walls and tiled
2004,

ACCESS TO HOUSING FOR RURAL LOW INCOME FAMILIES

It is clear that the small housing loan fuctions as a catalyst
for mobilising resources for rural housing in the case of families
that have access to such resources. It is also apparent that rural
families which can mobilise such resources for building, upgrading
or completing a house are not low-income rural families but families
of the middle and high income range. We have seen how the practical
dynamic works in such a way as to exclude low income rural families
from the State-supported process of rural housing development. The
earlier study of Navagampura and Aramaya Place in the city of Colombo
(Fernando. S. et al : December 1986) showed that though reloceted
families of the urban poor are given housing NHDA loans irrespective
of income level, the field situation is one in which the lower income
groups among the urban poor find it near impossible to repay their
loan installments with their income.

Jayawathie (aged 23) of Pahalagama (Matara district)
earns by making Lace, Hen [fathen is no mone. She Lives
with hen mothen, Hen monthly .ncome is annual Rs,1000/-.
With her savings, she has buill a 600 square foot house
of bnrick walls londed in clay., Doon and window Lrames
an nstalled Lul she has not Leen alle to afford the
doons and wdndows, Only the .inside walls of one room
are plasterned. The house has a cadjan noof. The process
has already taken 3 yeans, Jayawathie is keen to instal
u penmenent nroof, but she cannol get a NHDA housing
Loan lecause she does nol have access to other sounces
of capital, which, together with a small NHDA Loan could
give her the necessery funds fLor a penmenent nroof.
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Piyadasa, aged 45, of Uattegoda (Maturadistrict)
i marnied with 2 children, Over a 5 yearn peniod he has
built, in aslages, an unplastered house with doon and
window frames But without doons and windows and having
a cadjan noof., He wonks as a casual fLabouren and earns
about Rs,7000/- per month., UWhen he applied Lon an NHDA
housing Loan, he was told by the HO that Lecause he had
neither collected nooting timber non was alle to demons-
trate his ability 2o mobilise the nrest of the Lunds
nequined fon completing his house, he cannol be recomm-
ened for a housing Loan,

Low income rural families which have reached out and received
NHDA housing loans find difficulty both in completing the work for
which they obtained the loan as well as in repaying the loan instal-
ments.

Selamma, aged 51 of Kudiputhirnippu (Jaftna district)
45 marnied Lo a Barber and has 2 sons. Thein fLamily in-
come 44 anound Rs,600/- per month. They had Rs,5000/-
in savings when they neceived a NHDA housing Loan of
Rs.7500/~ on the necommendation of the GM, Apart Zrom
thein savings and the NHDA Loan, they Borrowed more money
in the Jinfonmal money market ot 36% annual .intenest.
Aften exploning all possible sounces of mobilising capi-
tal, they werne cable to put up the walls, instal door
and window frames and also a permenent nroof. Neithen
the dinside non the outside of the house is plastened.
Selamma is finding it impossible to repay the NHDA Loan
as well as the other foans at the same time. By selling
hen eanings, she paid 4 NHDA Loan .instalments of Rs,63/50
each at the start, Now she has nothing mone noom to sell,
The family has also cut down on fLood while Selamma’s
husband has cul down on his Liguon. The Lamily, for the
Linst Lime, refrained from luying new clothes fon Deepava-
Li, In onden to dincrease thein family income with the
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intension of meeting thein foan obligations, the Barben
and, his two sons have stanted goding funthen atield to
canvass new work fon themselves as larbens,

7.Scbanatnam, o dhoby (washewman) aged 55 of Kudi-
pthirippu  (Jaffna district) who Built his house with
the aid of a NHDA Loan of Rs,5000/- and 8y Borrowing
another Rs,15000/-from a Local money-Lender at 36% annual
intenest is Linding it very hard to meet his Loan object
dons as his monthly family income is only about Rs,650/-,
Sabaratnam and his sons are now canvassing monre wonk
forn thein Laundry in onden to increase the Lamily income
and thenely meet thein loan obligations. The Lamily has
also cut down on Lood in onden to neduce Lamily expend.i-
tune, Though poon, the family negulanly nepays its NHDA
Loan,

Josaphine Simon Pillai of Kovelam (Jaffna District),
mornied to an agnicultunal fLabouner and enjoying a mon-
ity family income of anound Rs.600/- Built a house with
a Rs,7500/- NHDA ZLoan, to which was added another foan
of Rs,5000/- from a Local money Lenden and hen husband’ s
savings of Rs.5000/-, As Josaphine is Linding it veny
hard Lo meet hen fLoan ofligations trom the cunnent fLamily
income, she and hen husband have cut down thein expend.i-
Lune on food, clothing and social activities, Though
very poonr, Josaphine negulanly nepays hen NHDA Loan,

Rupasingha of Sawumellagaha (Galle distrnict) is
a lachelon aged 45, Living with his mothen and two Aist-
ers, He owns a small Brick kiln and earns anound Rs,800/-
ren month, His fomily neponsililities ane heavy Lecause
he also supponts his divonced sister and hen 2 children,
They Lived in a small mud house with cadjan noof., Rupa-
asingha stanted collecting building matenials forn a new
house 15 yearns ago aften {Laying the Loundation forn a
small two-noom house with a verandah, His mothen Lell
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L and all available nesouncs had to fe spent to cure
hen, Thene had been no progress in Rupasingha’s house-
building effonts fon 5 yearns afien Laying the fLoundation,
Inteapreting his misfontune in tewms of certain astro-
Logically inauspicious facets of the ZLoundation, Rupa-
sigha broke it up and neplaced it with a foundation ZLon
a one-aoom house with verandah and kitchen., He cut and
Lired his own LBnicks in his brick-kiln, got some Lags
of cement an Loan faom a friendly itnaden, got of some
old noofing timben and some old window frames as a gift
trom the monk in the village temple, oblained a NHDA
Loan of R».3500/- from the TCCS and proceeded to fuild
his house., The carnpentry and tiling of the noof was done
by the {Local Servodaya society through the deployment
of some Sarvodaya Canpentrny irainees. Having mobilised
such a diversity of nresounces through his ingenunity
in managing his netwonk of contacts, Rupasingha Buill
his house upto a habitable stage and wenl into occupation.
Bul nepaying the NHDA from his smalld monthly income has
become veny difficult fon Rupasingha., He has nrespon-
ded to his difficullies 8y drastically cutting down on
Lamily expenditune - even on fLasic essentials such as
Lood, The fLamily has given up eating Lish completely
and nrecently they ane also doing without ALunch., They
eat bnead fon Breakfast, have a plain cup of tea ZLon
lunch and take nice with a vegetable curny and coconut
sambol fon dinnen., They have stopped buying new clothes
even fon Sinhala New Yearn. They have also stopped going
on pilgrimages and visiting nrelatives, By adopting these
Budgetany measunes, Rupasinghe is alle to regularly nepay
his NHDA Loan .instalmenis.

Samanapala aged 36 of Mahapotha (Puttalam district),
an agnicultunal ALabounen with a monthly Lamily income
of Rs,650/-, is mannied with 3 children, Knowing that
he would not be alle to molilise the capital needed fLon
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a new house 2o neplace his mud-Rased hui, he applied
fon and nreceived a NHDA fLoan of Rs,3000/- for a dinking
waten well, He dug a well, But half-way through its cons-
buction the nrains came and the well collapsed, Uith
the help of his neighlouns he cleaned the well with the
ddea of nre-constructing it but he has not feen able to
molilise the necessany capital fon doing s0. The NHDA
Loan has Leen spent. he is not even alle to repay the
Loan instalment.

The practical dynamic of the RHSP at field level by and large
excludes the lower-income families of rural society from participat-
ing in the process of housing development with State support. At
the same time the practical dynamic ensures that the benefits of
State support in rural housing development accrue, by and large,
to the middle-income families of rural society. Most of the benefi-
ciary families are affluent enough to be able to sustain a higher
rate of interest on their housing loans. It is therefore useful to
consider a modified RHSP in which higher interest is charged on RHSP
loans and the increased income of NHDA on account of such higher
rates of interest on loans is used for giving direct subsidies to
low-income rural families for house construction. The 'Sevana Fund'
which makes direct grants to the very poor in the rural sector for
house construction is correctly focussed but enjoys only a limited
impact on account of its limited resouces. Since November 1985 the
'Sevana Fund' has provided Rs. 100,000 per electorate for housing
for the very poor. In our sample, 2 Sevana-homes have been built
at Kudiputhirippu (Jaffna district), 1 at Kovalam (Jaffna district),
1 at Sarumellagaha (Galle district), 1 at Muthuwella (Matara district)
and none in any of the other study locations.

A modification of the UHSP on similar lines to that recommended
for the RIISP could provide direct housing subsidies to relocated
low-income urban families since they cannot afford to repay the hou-
sing loans which are virtually 'forced' on them by the urban housing
development thrust of the NHDA,
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For most villagers the toilet serves as medium of projecting
to the outside world an image of the prosperity of the house-
hold.
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LOANS FOR WELLS AND LATRINES

An interesting insight from the /Mahapotha sample in the Putta-
lam district throws light on a process wherein low-income families
which cannot raise the extra capital needed for building or upgrading
a house with an NHDA loan can seek a Rs,3000/- NHDA loan for a well
or latrine which they can costruct by using only the NHDA loan. At
Mahapotha NHDA loans were given for 3 wells and 1 latrine in 1986
on the recomendation of the GM. In 1986, at Mahapotha 4 of the 14
NHDA loans were for wells and latrine - an unusally high proportion.
In 1984 and 1985 too, . Rs.3000/- loan had been given each year out
of 8 loans at Mahapotha for latrine conscruction. In all 3 cases,
latrine construction loans had been sought by young but poor office
bearers of village level organisations who have good contacts with
urban-based governmental officers who visit their houses in connect-
ion with their official work. When interviewed, all 3 beneficiaries
explained that while it is no embarasement for them to entertain
urban-based officials in their simple wattle-and-daub houses, it
is embarrasing not to be able to offer the facility of a sanitary
latrine to these urban-based officers who visit their homes.

Apart from ectual personal need, a private protected well is
also a sign of status with which one can impress an outsider visiting
the home, especially a governmental officer. Persons with outside
connections but too poor to build a permenant house see: to be the
ones who seek NHDA loans for well costruction.

S.A, Prematillake, aged 23 with a monthly Lamily
income of R4, 900/-, is a Bachelon Living with his parents
at [llehapotha (puttalam District), He is President of
the Young Farmens Club, and as such, govenmental officens
trom the agnicullunal secton visit hinm quite frequently,
These officens often need to use a fLatrine when out on
field wonk. To consolidate his Linkages with such offi-
cials, it is advantagous to 8e alle to offen them propen
facilities when on the fLield, Acconding to Premat.iflake
i was what induced him to seek a Latrine-construction
Loan Zrom NHDA,
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S, Piyadasa, cged 40, of Mahapotha (Pultalam dist-
adict) has a monthly family income of Rs.800/-, As Presi-
denl of the Runal Development society (RDS), many govean-
mental officens visit him on official wonk., He was proud
of these connection which gave him added states in the
village, He was proud to entertain them in his wattle-
and-daub  house Lut felt embarased not to Be able to
offer them the use of a sanitarny toilet, He applied fLon
and necelived a NHDA Latrine construction foan of Ras,3000/-,

Somawathie Silva, aged 49, of Mehapotha (Puttalam
District) is mannied with 5 children, Hen husband is
a fonmen government employee., Hen fLamily income is anound
Rs,800/- pen month, She cannol affond to mobilise the
capital fon house-Building, and 40 she continues to Live
in her wattle-and-daul house. Somawathie Ls the President
of the lomen’s Rural Development Society (RDS) and govean-
mental officials visilt her in lte counse of thein offi-
cial dulies, She had a well which was not Quill up on
protected, Aften oblaining a NHDA Loan of Rs,3000/- Lon
well-construction, her 3 sons deepened the existing well
which she fuilt up and protected with the NHDA fLoan,

INFRASTRUCTURE SERVICES AND LOCAL AUTHORITIES

The RHSP does not result in an increase of the recurrent infra-
structure costs or services of local authorities.But, in contrast,
the development of urban sites for the urban poor does lead to an
increase in the recurrent infrastructure costs and services of the
local authority,

In the new urban settlements of the poor such as Navagampura
and Aramaya Place, the adequate provision of basic services by the
Colombo Municipal Council (CMC) is a critical factor in maintaining
a minimum quality of life for the poor. The earlier study (Fernando.S

et al : December 1986) has shown how these two communities have been
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provides with taps, showers and toilets, and how the CMC arranges
for garbage disposal, cleaning of drains and the cleaning or emptying
of sanitary pits when needed. A re-visit to the communities in June
1987 revealed that the CMC has now established a separate maintenance
sub-depot at Navagampura, making it even easier than before for the
residents to get access to the municipal sanitary services. In the
'less visible' Aramaya Place settlement, by contrast, our re-visit
revealed that there is in practice much less access to municipal
sanitary services. Though garbage collection is expected to be made
each Tuesday and Friday, because of the serious state of disrepair
of the approach road to the Aramaya Place settlement, the garbage
lorry cannot travel along it : In its place,a CMC tractor comes to
collect the garbage once in 2-3 weeks.,

All development work it Navagampura and Aramaya Place has been
effected with the consent of the CMC. The perception of the CMC is
that all such development work raises the land value and site value
not only of the particular land that was developed but also of the
whole neighbourhood. When a urban site is developed (in this case
by NHDA as a matter of national housing policy and as a part of gov-
ernment’'s non-recoverable outlay on social welfare) the costs incur-
red by CMC in providing infrastructure services do rise. CMC's re-
covery of these new recurrent costs can take an indirect form. As
a result of the improvement of the entire neighbourhood, rental
values in the whole neighbourhood go up; municipal rates can be re-
assessed and raised; and the whole neighbourhood can be made to
yeild a higher volume of income to CMC. Again, site development leads
to an increase of shops, boutiques and eating houses in the neighbour-
hood which in turm provide new income opportunities to CMC through
the possibilty of 1licencing fees and increased rates. Entertainment
taxes may also rise in the neighbourhood. In proportion to the possi-
bility of increased CMC revenue as a result of site development,
the increase in recurrent infrastructure costs is small. It is left
to the effeciency of CMC to harvest the potential of a higher income

vhich urban development brings in its wake.
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While the Urban Programming Unit (UPU) of the Ministry of Local
Government, Housing and Construction implements a package programme
with World Bank funding aimed at upgrading the capacity of local
authorities like CMC to improve the collection of revenue and delivery
of urban services, NHDA's urban development programme which increases
the load on the CMC infrastructure must also proceed. NHDA's urban
development programme cannot be held back until the World Bank funded
UPU programme completes its task of upgrading the infrastructure
of the CMC to handle its revenue collection and delivery of urban
services. Projects such as Navagampura and Aramaya Place no doubt
increase the already heavy load placed on the CMC infrastructure
with respect to the delivery of urban services: But urban development
also provides new opprtunities for CMC to increase its revenue and
thereby generate funds to support more and better services for the

city; - whether CMC harvests the potential of these new opportunities
or not is another matter.

The most dimpontant constraint relates to management and
the dnstitutional incapacity of UnBan Local Authonities
(WUAs) who are the implementens of the programmes  in
theirn areas. ULAs 4in Sri Lanka are at a fow eld - they
are financially unsound and thein service delivery 4is
ineflicient, Hence the Sni-Lanka-Wonld Bank Project on
strengthening ULA Peaformance. The NHDA intends immedia-
Lely fonmalising the cumnently existing .infonmal Links
8etween it and the Commissioner of Local Government,
the UPU (in charge of the Wonld Bank Project) and the
UDA, The BLenelils will primanily Be in coordination and
tieing the allocation of Linancial nesounces to clean
penformance cnitenia, I all foun .inter-connected agen-
cies can enunciate a common approach fon thein relative
inpuls and concerns, the overall impact on ULAs would
be quite substantial,

(NHDA : Some Issues of the Unban

Housing Sub-Programme s Manch 1987)
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CHAPTER &
HOUSING LOANS THROUGH GRAMODAYA MANDALA

VILLAGE LEVEL ORGANISATIONS IN THE GALLE, MATARA, AND
PUTTALAM DISTRICT SAMPLE

A substantial number of village level organisations were seen
to function in the Sinhala-speaking districts. The organisations
fall into three categories:

1. Organisations which depend for their efficiency on
their ability to draw resources into the village from
outside by interceding with the external political
system which controls the disbursement of such re-
sources to the local level.

2, Organisations which focus on village level activities
of a specifc kind and depend by and large on the mobi-
lisation of resources available at village level.

3. Oragnisations which function as the village-level
outreach of National or International NGOs which
direct their own resources for village level develop-
ment .

The majority of organisations within an average village fall
into the first category. In Sri Lanka, rural capitalism is not a
vigorous force for generating capital and investment at village level,
The Sri lankan village has therefore to depend on external sources
of capital to generate and sustain a process of growth and develop-
ment. These external sources are controled, largely, by the State.
A system of political patronage directs these resources to different
villages. Within this context there exists a class of village poli-
tical ‘'brokers' who mediate between the village and the external
political structure (ie. the member of parliament or MP) and obtain
various types of resources for village-level development in return
for political support, Village level organisations which articulate
development needs of the village and try to get an inflow of resources
to the village for resolving village needs, necessarily have as their
key office-bearers, persons whose skills lie in their ability to
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mediate successfully with the political structure. - ie., with the
M.P. From another angle, the key office-bearers of these organisat-
ions are seen, more or less, as the political agents of the M.P.
at village level.

The most prominent organisation in this category is the Rural
Development Society (RDS) which is the recognised village level organ-
isation through which the district administration works. Every AGA's
office has a Rural Development Officer (RDO) whose task it is to
develop the rural development societies within the division. RDS's
discuss the common needs of the village which its office hearers
try to resolve by representing matters to the M.P. and trying to
obtain through him the necessary resources for the desired develop-
ment activity,

The Community Centre (Praja Mandala) is another village
organisattion that falls into the same category. It derives its
patronage from the Local Government Department; from the ACLG through
the Sports Officer. Its activities are not confined to sports. Under
a dynamic leadership, Praja Mandalas are known to organise many kinds
of development activity at village level. Leadership tends to be
political. Unless its key office bearers have effective linkages
with the ruling political party, it will be difficult for a Praja
Mandala to draw resources to the village.

Youth Clubs (Yavuvana Samaja) which have been established in
recent years at village level draw their patronage from the National
Youth Service Council (NYSC) under the Ministry of Youth Affairs.
Youth Clubs are in practice open to unmarried, non-employed youth
between the age of 16 and 29. Their work is facilitated by the Youth
Services Officer attached to each AGA's office. Youth clubs undertake
sports and cultural activities, vocational training, skills
development activities and also a certain amount of village
infrastructure development work. To draw in resources from the State
system, the leader- ship that is thrown up by the Youth Clubs tends
to be largely political - i.e. persons who have linkages with the
ruling political party.



99~

Young Farmer's Clubs (Tharuna Govi Samaja) were a village level
institution dating to the 1965-70 period. They were originally asso-
ciated with the aggressive food production drive of the government
of that time. Persons below 35 years of age can join a Young Farmer's
Club, where it exists, Their patronage comes from the Department
of Agriculture through agricultural extension officers. Its activi-
ties are limited to agricultural development. They are facilitated
by the agricultural extension officer. These organisations are not
very active today. Their leadership tends to be political - i.e.
persons closely linked with the ruling party, - but since they do
not in practice attract much resources from the State, the political
nature of the leadership is not so marked as in the case of those
village level organisations which are capable of drawing resources
from the State.

The School Development Society is yet another village level
organisation that depends on State Controlled Resources for its
effective functioning. All persons interested in developing the
village school are entitled to membership. The School Development
Society works for the development of the school in all its aspects;
- getting better facilities for the school, improving the calibre
of the teaching staff, the development of extra-curricular activities
such as sports, music, the arts, getting more buildings etc. are
the concern of this society. Resources have to come from the State
through the efforts of the MP. It is therefore important that the
leadership should be capable of relating effectively to the MP of
the ruling party. The President of the School Development Society
is ex-officeio the School Principal. Even if the principal is a
supporter of an opposition party, he has to toe the political line
of the ruling party in both school as well as village affairs if
he - as Ex-officio President of the School Development society -
is to be able to draw resources from the State through the MP for
the development of the school. If, on the other hand, he openly
supports an opposition party, the flow of resources for developing
his scheol will be drastically slowed down; the people in the village
will turn against him as a principal who is not able to uplift their
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school; and he will either have to suppress his political loyalties,
neutralise himself and reestablish a cordial working - relationship
with the represcentives of the ruling party or agree to be moved out
as a principal who has failed to uplift the school. The practical
dynamic, therefore, works towords the political neutralisation of
school principals who are not supporters of the ruling party, and
the institutionalisation of de-facto political 1leadership in the
School Development Society. The secretary of the society, too, is
usually an educated and energetic person vho can relate effectively
to other educated persons such as tecachers and other personnel of

the education office,

There are also found in villages, occupation-specific organi-
sations which have been set up by different development-oriented
ministries. Fishery sector Social Development Societies (set up by
the Ministry of Fisheries), Craftsmens Associations (organised by
the Ministry of Rural Industrial Development). Dairy Societies
(sponsered again by the Ministry of Rural Industrial Developemnt)
and Ayurveda Developemnt Societies (organised by the Ministry of
Indigenous Medicine) fall into this group. As these societies depend
for their survival on receiving and distributing inputs from the
State, political leadership of these societies is necessary if

State-controlled resources are to be reached through the M,P,

The other village 1level organisation which usually expresses
a political leadership - ie. a leadership strongly linked to the
ruling political party - is the village level Consumer Co-operative
Branch Society (Samupakara Pradeshiya), The Sri Lanka Co-operative
movement 1is, in essence, a politically controlled movement rather
than a genuine movement of co-operators. For instance, there is stat-
utory provision for the boards of multi-purpose co-operative societ-
ies a2u4d even for the committees of branch societies to be dissolved
by the Commissioner of Co-operative Development who has often done
so on the advice of the local M.P. Co-operative boards which are
politically not with the ruling party perceive themselves as qualify-
ing for dissolution. Co-operative boards and village level co-opera-
tive branch committees tend therefore to be politically led by
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supporters of the ruling party. Moreover, unlike under the former
government where co-operatives were powerful because they controled
the distribution of subsidised food and of consumer items which were
in short supply, under the present government which has on the one
side done away with subsidised food except for the very poor (the
food stamp system for the very poor) and on the other side aggress-
ively instituted an open economy, the power and influence of the
village consumer co-operative has got drastically reduced. However,
even as an institution lacking in power and influence, the village
consumer co-operative branch society tends to retain a political
leadership.

The second category of village organisations are those which
do not depend on resources controlled by the State but carry out
their activities with resources that can be mobilised at village
level.

Most prominent in this second category is the Funeral Aid
Society (Maranadara Samitiya). This is an activity - specific organi-
sation. members of the society mutually help one another at funerals.
The Funeral Aid Society institutionalises such assistance which is
offered in the form of cash, materials, facilities needed at a funeral
etc. Resources are generated through the contributions made by
members., Leadership is not political,

Religious Societies - i.e. societies related to temples, chur-
ches and mosques, also fall into this category. These organisations
are confined to religious activities in the village. There are women's
religious organisation, religious youth organisations, organisations
for religious instruction, and organisations intimately connected
with specific places of religious worship. Leadership of religious
societies is not political,

The third category of village organisations consists of the
village level outreach organisations of national NGOs like Sarvodaya
and of international NGOs like Redd Barna., These village-level organi-
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sations draw their resources both from within the village as well
as from the larger NGO acting as donor vis-a-vis the village. The
NGO itself might be funded by some other donor agency. The NGO move-
ment has been expanding its activities in Sri Lankan Villages in
recent years. The development activities of these organisations at
village level range from pre-schools and cultural competitions,
through family planning and primary health care to vocational train-
ing, skills-transfer and self-employment. Not having to reach out
to the political system for resources, the leadership of these organi-
sations - where they occur - at village level is not politically
influenced.

In terms of representativeness, effectiveness, efficiency,
frequency of meetings, participation, accountability of leaders to
members and internal democracy, the performance of village level
organisations is uneven, Management skills and practices leave much
to be desired. Management, by and large, is very weak at this level.
Moreover, though in any village there may be a substantial number
of societies, not all societies are active : Some are dormant : some
do not even hold annual elections : Some hold monthly meetings but
cannot be called 'active' in terms of work done : Some do not even
hold monthly meetings : Some are active and dynamic in terms of their
particular mandate.

Village-Level onganisations in the Galle, latara and
Puttialam distrnict sample G Areas
(N.D = No data)

Gl _Area : Sarumellagaha (Galle District)

Name No. of Male/Female Holding of Holding of Uhethen

Memb.ens Ratio Mlonthly  Annual Active
A F Mleetings Elections

RDS No.1 126 74% 26% No No No

RDS No,2 187 69% 31% No Yes Yes

7CCS 398 26% T4% Yes Yes Yes

Sanwodaya Society 130 46% 54% Yes Yes Yes

Consumens

Association 65 671% 39% No No No
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G.M. _Area ¢ Sarumellagaha (Galle District) - (Cont’d)

Name, No of [(ale/Female Holcling of Holding of Uhethen

Mlembens Ratio Monthly Annual Active
n F Meetings Elections

Temple Sociely

No.1 180 45% 55% No No No

Temple Society

No,2 77 46% 54% No No No

Buddhist Youth

Association 81 51% 48% No No No

Sarwodaya

Gnamodaya Centre 114 42% 58% No No No

School Develop-

ment Society 420 85% 15% No No No

Co-opernative

Branch Societly

No.1 240 93% 7% No No No

Co-operative

Branch Sociery

No, 2 137 82% 18% No No No

G.Ms_Arnea : (lahapotha (Puttalam Distrnict)

Name No of fale/Female Holding of Holding of Uhethen

Mlembens Retio Monthly Annual Active
n F leetings Elections

Women's RDS No,1 170 0% 100% Yes Yes Yes

RDS No.1 80 50% 50% Yes Yes Yes

lomen'’s RDS No,2 60 0% 700% Yes Yes Yes

Infand F.isheny

Society 30 100% 0% No No No

Buddhist Society 60 80% 20% Yes Yes Yes

RDS No,?2 120 60% 40% Yes Yes Yes

RDS No, 3 110 65%  35% Yes Yes Yes

School Develop-

ment Society 450 N,D No No No

Temple Society 160 60%  40% Yes Yes Yen
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G.0 Area : flehapotha (Putielam Distrnict) - (Cont’d)

Name

Women' s Buddhist
Society No.7
Buddhist Youth
Society

RDS No.4
Women' s Buddhist
Society No.2
Funeral Aid
Society No,7

RDS No.5

Heallh Society
Community Centre
Funenral Aid
Sociely No,2

No. of (Male/Female Holding of Holding of Uhethen

Memb.ens Ratio
a  F
80 0% 17100%
60 100% 0%
N, D N, D
N.D 0% 700%
N, D N.D
N, D N, D
N, D N, D
N, D N.D
N, D N.D

Monthly Annual

Mleetings Elections
Yes Yes
No No
No No
No No
Yens Yes
Yes Yes
No No
No No
Yeus Yes

G M, Area @ Wattegoda (Matara District)

Name

RDS No.1

RDS No,2
Community Centre
Temple

Society No,1
Temple Dharma
School No.1
Sarwodaya Society
Sponts Club
Women' s Buddhists
Sociely

Temple Dharma
School No,2

No. of [Male/Female Holding of Holding ol

Membens

”.D
N.D
N.D
N.D
N.D
N, D
N.D

N.D

N.D

Ratio flonthly Annual
n r Meetings Elections
N.D Yens Yeo
N.D Yens Yes
N.D Yes Yes
N.D Yens Yes
N.D Yes Yes
N, D Yes Yes
N, D yu yu
N, D No No
N, D No No

Active

Yens

No
No

No

Yens

Yens

No

No

Yes
Whethen
Active

Yes

Yen

Yes

Yen

No

No
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G, Area : Watiegoda (Matara District) (Cont’d)

Name No. of (lale/Female Holding of Holding of Whethen
Members Ratio flonthly Annual Active

n r fleet ings Elections

Ayurveda Develop-

ment Society N.D N, D No No No
Co-opernative

Branch Society N, D N.D No No No
Consumen’ 5

Association N.D N, D Hes Yes Yes
Health Society N D N.D "Yes Yes Yes
7CCS N D N.D Yes Yes Yes

Qull,_Area : (luthuvella (fMatara District)

Name No., of (Nale/lemale Holding of Holding of Uhethen
Membens Ratio Monthiy Annual Active

n r Meetings Elections

School Develop-

ment Society No,7 N.D N, D No No No

School Development

Society No,2 N.D N.D Yes Yes Yes
RDS N.D N.D No No No

Ayurveda Develop-

ment Society N D N.D No No No

Women' s RDS

No. T N.D N, D No No No

WJomen'’ s RDS

No,2 N.D N, D No No No

Temple Society N.D N.D No No No

7CCS N.D N.D Yes Yes Yes
Progressive

Society N.D N.D No No No

The performance of individual societies within a GM area as
well as the performance of village level organisations as a whole
in the different G.M areas in relation to one another are seen to

be very uneven in the sample. Sarumellagsha (Galle district) has
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a mix of active and inactive societies while Muthuvella (Matara dist-
rict) has a collection of very inactive organisations. Wattegoda
(Matara district) on the other hand seems to have a large number
of dynamic village-level organisations, while Mahapotha (Puttalam

district) has an uneven mix of active and inactive organisations.

VILLAGE-LEVEL ORGANISATIONS IN THE JAFFNA DISTRICT SAMPLE

In the Jaffna district, a number of historical and socio-politi-
cal factors converged to stifle the growth of village level organi-
sations,

Since 1956, except for a short period between 1965 and 1968,
no major Tamil political party from the north has participated in
the government of the country, nor had any governing party been more
than marginally representative of the Jaffna district. During the
period 1970-1977, as a result of a couple of MPs from the All Ceylon
Tamil Congress (TC) crossing over to the governing Sri Lanka Freedom
Party (SLFP), the Jaffna district was again marginally represented
in the government of that time. Therefore, by and large, the Jaffna
district having only marginally participated in the different
governments after 1956, the political patronage system did not get
institutionalised in the Jaffna district in the same way as it did
in the Sinhala-speaking districts of the country. There was,
therefore, no proliferation of village-level organisations to receive
and distribute State patronage; nor did a new class of village-level
leaders emerge, whose raison d'etre 11s their political brokerage
function between the village and a political system which channeled
resources to it.

At the same time, the Jaffna social system is highly family-
oriented and only minimally community-focused. The perceived unit
of development in the Jaffna social system is the nuclear family
rather than the village or the local community. Resources for invest-
ment and development derive largely from the individual participation
of family members in an economy external to Jaffna and flow into

the district in the form of cash remittances. There is very little
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community organisation for development.

Futhermore, as long as this social system remained, most of
the dynamic, capable men lived and worked ocutside the Jaffna dist-
rict, leaving the district itself relatively deprived of the type
of human resource that would be necessary to provide a dynamic leader-
ship to village level organisations. In their place, retired govern-
ment officers who had eventually returned home for good after retire-
ment, held office in the few organisations that existed at village
level,

The socio-economic system of the Jaffna district could function
without challenge or disruption only as long as
-~ The Jaffna youth are able to enter with ease the higher edu-
cation system for human resource development : and
- A substantial part of the Jaffna district workforce - especia-
lly the more educated part of it - could enter the employment
market outside the district with ease and without impediment.

As the above two possibilities became less and less viable,
there grew up in the Jaffna district a militant youth movement which
began to press for greater and greater autonomy, and ultimately for
a separate State for the Tamil-speaking north and east. As the num-
bers of Tamil-speaking GCE(A Level) qualified youth unable to parti-
cipate in the higher education system grew in numbers, and as employ-
ment possibilities outside the district but within the country began
to become less facile, some who could afford the initial costs went
out to West Asia and others with the necessary contacts aad funds
to meet the cost of travel moved over to Europe as refugees in search
of employment, while others found recruitment in the militant move-

ment that has gathered strength in the Jaffna district.

Reacting to the impasse in which they found themselves, sections
of militant Tamil youth perceived the reasons for their present
circumstances to be :

- The failure to develop income and employment opportunities

in the north itself, based on the exploitation of local re-
sources.
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- Political and economic processes resulting in a restriction
on the entry of Tamil youth both into the higher education
system as well as into the employment market in Sinhala-speak-
ing districts.

- The continuance of an economy in the Jaffna district which
largely bases itself on cash-flows deriving from the deploy-
ment in Sinhala-speaking districts of human resources develop-
ed in the Jaffna district.

~ The relegation of the leadership of the Tamil-speaking people
over the past fifty years and more to a Colombo-oriented Tamil
middle-class stratum, which, while failing to commit its time
and energy to developing the Tamil-speaking districts, legiti-
mised its inactivity in terms of communal politics: It deve-
loped a rhetoric which blamed what it termed as 'the communal
politics of the Sinhala politicians and the ethnic discrimi-
nation of the Sinhala public servants' for the relative neg-
lect of the Tamil-speaking districts.

- The growth of political processes in the country resulting
in relative disadvantages for the ethnic Tamil community
of the north and east.

At present, the strongest of the militant groups in the Jaffna
district as well as in the other districts of the north and east is
the Liberation Tigers of Tamil Eelam (LTTE). The LTTE aspires for
a politico-economic environment that is radically different from the
traditional socio-economic system of the Jaffna district. They advo-
cate an economy for the Jaffna district based on the development of
locally-available agricultural and industrial resources : They decry
the traditional system which depended heavily on the Sinhala-speaking
districts for the deployment of human resources developed in the north
: They condemn the traditional social institutions such as the caste
system and the dowry system which sustained the traditional economic
structure of the north, pointing out for instance how the caste system
constrains access to the fishery resources off the northern and eastern
coast for large numbers of people living in the northern and eastern
districts : They advocate the emergence of a new Tamil leadership
which commits itself aggressively to a self-sustaining economic deve-
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lopment of the Tamil-speaking districts of the north and east : and
finally they are seen to favour the inflow of resources for economic
development from both governmental and non-governmental sources. The
flow of credit and infrastructural support from NHDA for rural housing
development in the Jaffna district is therefore not perceived by the
LTTE as being antithetical to their politico-economic objectives,

As pointed out earlier, society in the Jaffna district is more
family-oriented and less community-oriented in comparison to society
in the Sinhala-speaking districts of the country. Due to the conver-
gence of many mutually supportive socio-economic and socio-political
factors and processes, when groups of Tamil youth reacted to the poli-
tico-economic non-viability of the traditional Jaffna socio-economic
system by adopting a militant course, they did so in a social environ-
ment which had no tradition of effective people's organisations at
local level.

Relative to the others, the most effective and well-managed
village level orgaisation in the Jaffna district is the Co-operative
Society. While Co-operative Societies of the Jaffna district are very
efficiently managed by committees composed of retired government
officers who had returned to their homes in the north on retirement,
the level of popular participation in the co-operative movement has
always been low., Co-operatives serve to distribute both consumer
essentials and agricultural inputs to the people. On returning home
after retirement, former governmental officials who have gathered
years of experiance in the co-operative sector, the agricultural sector
and in other sectors of administration and development enter the
committees of co-operative societies and provide a strong managerial
input to the Jaffna co-operative movement. Political interference
with and control of the co-operatives has not been - unlike in the
Sinhala-speaking districts - a constraint to the efficient functioning
of co-operatives in the north, mainly because the bulk of northern
MPs by and large did not have access to governmental power for over
40 years. However, the Jaffna district co-operative - though 'co-
operative' by name - is more appropriately seen as a well-managed
distribution agency rather than as a peoples-organisation with a high
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level of popular participation.

There is also a relatively weak RDS movement in the Jaffna dist-
rict. The main office-bearers of RD Societies are, once again, retired
governmental officials who have taken up office at the request of
the AGA who perceives the RDS as a kind of 'officially-recognised'’
institution through which the district administration can - when need-
ed - relate to people at village level. Many villages also have Comm-
unity-Centres, Sports Societies and School Development Societies,
which, unlike in Sinhala districts, are largely inactive. Temple and
Church Societies too exist but their activities are confined to the
religious affairs of their respective temples and churches. Co-opera-
tive Thrift societies (TCCS) too exist in some villages - an institu-
tion which is now becoming more active in the Nallur AGA division
on account of the granting of NHDA housing loans through them as a
pilot project in this division. Women's RD societies and Women's TCCSs
also occur -~ though in small numbers - in Roman Catholic Villages.
Unlike the Sinhala-speaking districts, Jaffna district has hardly
any Funeral Aid Societies.

The leadership of all these organisations consists of retired
governmental officials, - the old (retired and back in the village)
rather than the dynamic young, (who, traditionally would be working
outside the district, and some of whom would now be within the dist-
rict but in the militant movement).

Arwumugam 48 the Chairman of the RDS at Kudiputhi-
ndppus He 48 a netined clerk of the Juffna Kachchend,
He is mannied, His 3 sons are employed outside the dist-
ndet, Anumugam himsell culiivates Lands in Mulladivu.
He is a strong supponten of the TULF, and a personal friend
of some TULF leadens, He admits he is not really .inten-
ested in developing the village, and lLegitimises his stand
8y saying thet "until we achieve political .independance,
we will not fe alle to develop ourn village on oun dis-
trict', He spends most of his itime developing his own
Lands at Mullaitivu, Awmugam was virtually imposed on
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Most houses reach a plateau at this stage of construction
when all the funds are exhausted.

A small loan should help them to overcome the final hurdle.
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the RDS 8y the AGA who adviced the members at an annual
general meeting to elect Arumugam as thein Chainrman, His
image in the villuge is nathen Low; mony villagens percelve
him as a kachcheri clerk who was knouwn fon taking 8riles,
but influential with Both the AGA and the TULF feadenshin,

Kudiputhirippu has a RDS, a Co-operative Branch Society, a
School Development Society, a Church Parish Society and 7 TCCSs of
which 2 are women's TCCSs. Kovalam has a RDS, a Community Centre,
a Sports Society, a Temple Society, a School Development Society and
a Co-operative Branch Soiety. On account of the abnormal conditions
prevailing in the Jaffna district almost all these organisations,
barring some of the TCCSs and most of the Co-operative Branch Societ-
ies, are totally inactive. Meetings, which in normal times are held
after dusk, can now hardly be held : For one thing, most people do
not care to leave their houses after about 5.00 P.M, and for another
it is feared that village level meetings may be viewed with suspicion
by the security services. Although village level organisations in
the Jaffna district were not as active as their Sinhala district count-
erparts even in the best of times for reasons discussed earlier, after
1983 when militant activity escalated, many of them have by and large
become totally dormant, Many organisations in Kudiputhiriuppu and
Kovalam have not even held an annual general meeting since 1983, and
they have not seen a change of office-bearers for about & years. Many
though not all the Co-operative Branch Societies which distribute
consumer essentials and agricultural inputs, the Temple and Church
Societies which organise religious activities around their plices
of worship and the TCCSs whereever they exist, continue, however to
meet and function, although with a minimal degree of membership parti-
cipation, and often without annual elections,

GRAMODAYA MANDALA

With the implementation of the Amendment Act No.45 of 1981 to
the Development Council Act No.35 of 1980, the chairmen of all non-
political voluntary organisations within a Grama Sevaka division
(the lowest administrative unit of a district) recognised by the AGA,
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come together to form a Gramodaya Mandala (GM). Every Special Services
Officer (SSO) serves two GMs as secretary. The GM members (ie. the
chairmen of the officially recognised VOs in a GS division) elect
the GM Chairman who holds office for an year. All government officials
working at GM level constitute the appointed members of a GM.

As seen earlier, at local level in Sri Lanka, there is a multi-~
tude of Voluntary Organisations which aim at improving the quality
of life of the villagers. These organisations cover the social deve-
lopment parameters of social security, economic/infrastructure deve-
lopment, education, religious activities, cultural affairs etc., Most
of these organisations - e.g. the RDS, the Co-operative Society, the
Youth Club - are in practice strongly sponsored and influenced by
the government. A few such as the Funeral Aid Society, the TCCS,
Temple/Church/Mosque Societies etc. are neither State sponsored nor
State-controlled. The GM system is based on the assumption that thro-
ugh this great variety of voluntary organisations, it will be possible
to obtain a representation of the real needs at village level. It
is also assumed that the Chairmen of such VOs are the best informed
persons in respect of the objectives, interests and perceived needs
of their members. Thus the nomination by law of the chairmen of these
VOs as members of the GMs was intended to create a forum that could
give a varied and comprehensive view of the needs at village level.

It has already been shown that the quality of membership parti-
cipation in village level VOs is uneven both within any particular
GM as well as across different GMs. Therefore the degree to which
the proposals made by GM members reflect the needs and wishes of the
people varies both within and between GMs,

Furthermore, although GMs can decide on proposals for village-
level development, they do not receive an allocation of funds for
implementing such proposals. The GM does not have control over any
resources devolved from the State. GM's, however, are permitted to
generate funds by taking contracts for the construction and repair
of village roads, wells, culverts etc. from government departments
and/or the district administration,
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Lacking any meanirgful control over resources, most GMs, there-
fore by force of circumstances, identified for themselves a role of
lobbying the MP and other political agencies to implement various
GM proposals either with funds from the decentralised budget or from
the DDC over which MPs have political control or through an Inter-
grated Rural Development Project (IRDP) which the MP may he able to
influence. To resolve this role satisfactorily, the GM Chairman had
to be a person with good political linkages to the MP; in other words,
he had to make himself politically useful to the ruling party. Through
this process, for all practical purposes, most GMs developed into
political institutions.

A few GMs, viz : the more dynamic ones with creative leadership,
are seen to have embarked on innovative activities, taking access
to resources available with banks and NGOs. Most GMs have, to a great-
er or lesser degree, mobilised locally available labour resources
for infrastructure development and maintenance in the form of
Shramadana (labour donation) campaigns. As a general observation,
the performance of different GMs has been uneven.

Development activities undentaken 8y the Sarumellagaha'GMl, (Galle)
1985

6 shramadana

1986
5 Shramadana (4 noads, 1 well)
! Sevana House : nesounces : from Sevana Fund and from

Local contributions,
1 Low Cost House : from Local contributions,
Development activities undentaken 8y the Mahapotha GM. (Puttalom)
1986

2 Contracts to construct wells,
1 Contract to nepain a buwilding.
Development activities undertoken Ly the Muthuvella GM, (fatara)

1985 and 1986
1 DBuddhist Preaching Cenemony onrganised at a home fon
eldens,

1 Shnamadana to clean the School Playgnound,
Training of the pre-school teachen.
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Development activities undentaken 8y the Wattegoda GM. (lMatara)
7985 and 7986
1 Shramadana to nepain a noad.

Anranged self-employment Bank Loans 2o the value of
Rs, 6750/ - Lon 27 Coin Workenr lWomen.,

Arnanged self-employment Bank Loans Lo the value of
Rs, 1000/ - each fLon 4 bnick kiln ownens,

Arnnanged self-employment Bank Loans Lo the value of
Rs.1000/ - each fon 4 seamtresses.

Arnanged self-employment bank Loans Lo the value of

Rs,1000/ - each fon 6 youth.
Took initiative to fLoam a TCCS,

2 Shramadana to clean 2 temples.

1 Shramadana to clean a school weld,
Onganised a donation of 60 yarnds of cloth to poon school
childnren,
Annanged a foan of Rs.35,000/- Zrom the National Savings
Bank fon 70 paddy cultivatonrs,
Arrnanged a fLoan of Rs,20,000/- from the National Savings
Bank fon 20 small tradens,
Pnoject to populanise the use of herbal broths,
Onganised a Weekly Saturday Fain with Sawodaya,
Project to develop home gandens,

1 Shramadana to repain 5 houses of poon Lamilies.

1 Sevana House : nesounces Zrom Sevana Fund and Zrom Local
contributions.

1 Shramadana to repain % mile of roadway.

Thus over time GMs evolved unevenly to,

- function as political organisations trying to motivate
the MP to provide State controlled resources for local
level development,

- mobilise locally available resources - especially labour
resources - for infrastructure development and main’i;en-
ance,

- Access resources available with banks and NGOs.,
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Depending on whether the GM's strategy and activities were of
relevance to individual VOs 'or not, attendance at GM meetings declined
in different GMs to a greater or lesser degree. It was seen that by
and large, especially in the case of GMs which were not active in
terms of undertaking practical, development projects at village level,
attendance was relatively high at the annual general meeting at which
tho office bearers of the GM were elected and remained relatively

low at all other meetings.

Attendance at GMN meetings : 1986
Sarumellagaha G (Galle)
AgnM : 100% *
Othen meetings ¢ 100% *
( % Total membership of GM is only 3)

Wattegoda GM (Matana):
Agn 50%
Othen meetings ¢  33%
Mluthuvella GM (Matara)
Agn : T2%
Othen meetings ¢ 43%
Mahapotha GM (Putlalam)
Agn s 100%
Other meetings ¢  60%

From 1981-1986, GM membership was given to the chairmen of all
VOs recognised by the AGA as active organisations. The AGA went on
the advice of the SSO who was expected to evaluate the performance
of each VO in a particular year and brief the AGA as to whether it
should be accepted or not for GM membership in the following year.
For this purpose, the AGA and/or the SSO were entitled to inspect
the books of any VO. In 1986, it was decided that in addition to the
Performance Criterion, only those VOs which had registered themselves
with the government department that gave them patronage or with the
Social Services Department under the Voluntary Organisations Regist-
ration Act of 1979 would qualify for membership of a GM. Many VO's
- especially the ones that do not depend on political patronage for

their successful functioning such as the Funeral Aid Societies,
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Religious Societies etc =~ did not go through the trouble of regist-
ration merely to keep their GM membership, and thereby lost their
GM membership in 1987, This is a poor reflection on the perceived
value that GM membership has for many village level VOs. In contrast,
very few VOs lost their GM membership in 1987 on the Performance
Criterion.,

Gl Membenshin : 1986 and 1987
Name_of G No: of No: disquali- No: disquali- No: of
memfens [Lied on the fied on the memb.ens
1986 Registration Peaformance 1987
Critenion Critenion

Sawmellagaha (Gablle) 12 7 2
Wattegoda (Matara) 75 7 7
Muthuvella (Matara) 9 4 1
Mahapotha (Puttalam) 27 7 4 16

In Sinhala-speaking districts, from 1984 the GMs undertook the
responsibility for :
- Calling for applications for NHDA housing loans :
~ Making selections and preparing a priority list of benefi-
ciaries :
- Monitoring the progress of house-construction/upgrading, and:
- Assisting in loan recovery.

THE HOUSING SUB-COMMITTEES OF THE JAFFNA DISTRICT

With the implementation of the sixth amendment to the Sri Lankan
Constitution which followed the ethnic riots of July 1983, GMs ceased
to exist in those districts of the north and east where the ethnic
Tamil minority lived.

To undertake those RHSP responsibilities which in the Sinhala-~
speaking districts were devolved on the GMs, Housing Sub-Committees
were established for each GM area where GMs as such did not function.
These sub-committees were established under the supervision of the
GA, AGA and the DM/NHDA,
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With most of the work complete,
permanent roof.

be of great assistance.

At this juncture,
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this house only requires a
even a small loan will
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Each Housing Sub-Committee comprised :

Presidents of RDSs

Presidents of Community Centres, and
Presidents of TCCSs

Presidents of Schaol Development Societies
Presidents of Sports Societies,

The SSO was appointed Secretary for every two housing sub-committees.

The politically most powerful member of a housing sub-committee
was, in effect, the SSO. Many of these young governmental officers
whose names had been recommended by the TULF MPs before they had
ceased to be members of parliament fullowing the sixth amendment to
the Constitution, were found to be supporters of the Tamil militants,
With their de-facto LTTE connections, SSOs exerted a strong political
influence over the respective housing sub-committees which they ser-
ved. While a housing sub-committee comprised local VO Chairmen who
generally were elderly retired government officers, the political
influence of the LTTE was brought to bear on the sub-committee through
the politically-motivated SSO who served as secretary.

At ERudiputhirippu, the housing sub-committee comprised one RD
President (a retired teacher), the President of one Community Centre
(a retired teacher), the President of the School Development Society
(the principal) and 3 TCCS Presidents (a retired teacher and 2 retired
clerks) with the politically-motivated LTTE - oriented SSO functioning
as Secretary. At Kovalam, it comprised one RD President (a retired
teacher), the President of one Community Centre (a retired clerk),
and the President of the Agricultural Committee (a retired Agricult-
ural Inspector) with the politically-motivated LTTE - oriented SSO
as Secretary. The live-wire of these two housing sub-committees was
observed to be their respective SSOs who are supporters of the LTTE.

HOUSING LOANS : SUPPLY AND DEMAND

Under the RHSP, housing loans are sought only by those who have
already made some investment in house-building and have the capacity
to mobilisec more capital outside the NIDA housing loan to build/upgrade
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a house within 6 months - 1 year. In other words, it is only the rela-
tively affluent who seek housing loans; -not, by any means, the poorer
sections of a village community. The relatively rich in a village
have good linkages with the lower rungs of the government administ-
ration; linkages through which information is communicated. Informa-
tion about the availability of NHDA housing loans reaches them effect-
ively through these informal channels of communication. In addition,
most GMs publicised the availability of housing loans through notices
which were posted on trees and walls in prominent places within a
GM area. The Jaffna District Housing Sub-Committees, however, did
not put up notices but informed those who may be interested through
activating informal channels of communication originating in the SSO.

GM_Area and Year Mlode of Publicising Loan availalility
Sanumellagaha (Galle) ¢ 1984 Public noltices
Sawumellagaha (Galle) ¢ 1985 Public notices
Wattegoda (flatara) ¢ 1984 Public notices
Wattegoda (Mlatara) : 1985 Pullic notices
Wattegoda (Matara) : 1986 Pullic notices
Muthuvella (Matara) s 1984 PuBlic notices
Muthuvella (Matara) : 1985 Pullic notices
Muthuvella (Matara) s 1986 Pullic notices
Mahapotha (Puttalam) : 1984 Pullic notices
Mahapotha (Puttalam) : 1985 Informal channels
Mahapotha (Puttalam) ¢ 1986 Informal channels
Kudiputhinippu( Jaffna) ¢ 1984 Informal channels
Kudiputhinippu( Jaffna) : 1985 Informal channels
Kovalam (Jattna) s 1984 Informal channels
Kovalam (Jafina) : 1985 Informal channels
Kovalam (Jaftna) : 1986 Informal channels

Within the target group that is defined in terms of the practi-
cal dynamic analysed in an earlier chapter, NHDA housing loans are
sought only by those who are in the process of building, are able
to mobilise more capital, and have currently decided to give high
priority to the upgrading/completion of their houses within the
multifaceted complex of their investment priorities. At any given
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point of time, therefore, even within the parameters of the
practically-defined target group, the number of persons who will seek
NHDA housing loans is limited.

Gl Area and Yearn/Yeans No, of Appli- No, of Bene- Pencentage
cants fon Licianies of demand
housing Loans supplied

Sarumellagaha (Galle) ¢ 1985 .70 12 17%

Wattegoda (Matana) » 1986 142 7 5%

Muthuvella (Matara) ¢ 1986 43 8 19%

Mahapotha (Puttalam) : 1986 22 14 64%

Kovalam ( Jatfna) s 1984-86 82 36 44%

It was shown in an earlier chapter that the 'Tenancy Criterion'
laid down in the RHSP guidelines was interpreted so flexibly at opera-
tional level that it did not present a significant constraint to the
access to housing loans. In the same way, the 'Age-Criterion' is also
not a constraint at operational level. When the person wishing to
apply is over 50 years of age, he presents the application either
in his wife's name, if she is under 50, or else in the name of one
of his children. The nominal or de-jure beneficiary and the real or

de-facto beneficiary can therefore sometimes be different members
of the same family.

Age of De-Facto Beneficiarnies in GM areas
( % Zrnequency distrnibution )

Age gnoup Galle, Matarna, Putlalam datltna district
district samples sample
Below 35 yeans 27 14
36 - 50 yeans 54 86
51 - 70 yeans 15 -
Over 70 yeans _4 _—
100 100

The education levels and the employment profile of the benefici-
eries also show a diversity that reflects the reality of Sri Lankan
rural society in the Sinhala and Tamil speaking districts respectively.
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Significant differences are seen between the employment profile and
the educational profile of Sinhala-speaking and Tamil-speaking bene-
ficiaries.,

Educational Level of Benelicianies
( % Zrequency distribution )
Educational Level Galle, Matara & Putialam datfna district

district samples sample
Lélitenate 7 -
Grode 1 - 5 20 9
Grade 6 - 8 37 64
Grade 9 - 10 27 4
Grade 11 and above 92 23
100 100
Employment Profite of Beneficianies
( % Zrequency distrnilution )
Employment Galle, flatara and Jaffna district
Puttalam sample
distnict samples
Agriculture : Self-employed 32 17
Non Ferm ¢ Sedf-employed 29 25
Agnicultunal fLabounren 10 24
Non-Farm Lab.ounen 7 13
Salanied ¢ Govt:/Conpe 73 21
Salanied @ Private Secton 8 -
Othen L _

-~
(=]
(=)
-
o

No, of Pensons Employed pen Household
Galle, Matara, Puttalam District Samples ¢ 1.9 persons
datftna District Sample & 1.1 persons

In the granting of NHDA housing 1loans, it was observed that
while the applicant seeks a higher quantum of loan, the HO/NHDA usua-
1ly recommends a smaller amount which is what the applicant ~2ventually
receives, Beneficiaries as well as the GM Chairmen and SSOs inter-
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viewed, perceive that this is motivated by a desire to increase the
spread of the benefits of the RHSP to a larger number of families
with the limited resources available to NHDA. House-builders who ask
for a higher amount but receive a smaller loan, accept what they get:
but it means they have to mobilise more resources from outside at
a higher rate of interest than they would otherwise have had to do.
Hardships can increase especially for the less afluent beneficiaries
when NHDA gives a smalier loan that applied for, because of what is
perceived to be NHDA's 'near-obsession' with the question of 'Scale’.

Anohamy, aged 55, of Uattegoda (Mlatara district)
48 a widow with 5 children, Hen monthly fLamily .income
48 anound Rs.1200/-, As she is over 50 yeans, she got
hen son Chalo Singhno aged 25 to apply fon a NHDA Loan
of Rs.7500/- to Ouild a amall house. The HO recommended
a Loan of Rs.4500/-. She decided to accept this smallen
Loan and to forrow anothen Rs, 3000/- in the infonmal money
market ot a 10% nrate of .intonest ren month., She 44 now
tinding & hand to pay the interest on this second fLoan,
She would not have had to encounter her present handships
had she neceived an NHDA ZLoan of Rs,7500/- instead of
Rs, 4500/ -,

S.Sabaratnam, aged 55 is a dhoby (washerman) of Kudi-
puthinippu (Jattna district), He is marnied and has 3
sons and a daughter, Since he was over 50 yeans of age,
he got his son Velupitlai aged 27 2o apply Zon an NHDA
Loan of Rs,7500/- to Build « house. The HO necommended
a Loan of Rs.5000/-, Sabaratnam accepled the smallern Loan
but Bonnowed Rs,2500/- mone than he had earnlien planned
to BLonrow in the informal money markel at a 5% nate of
intenest pen month.
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Size of NHDA Housing Loan in Gl areas
( % frequency distribution )
Quantum of fLoan Galle, Matana, Puttalom  Jaffna district

Ras distnict sample sample
Below 3000 29 -
3007 - 4000 20 5
4007 - 5000 47 45
5007 - 6000 - 50
6007 - 7000 - -
Oven 7000 2 -

100 100

Size of House Built/Upgraded with NHDA Loan in GN areas
( % Lreyuency distribution )

Size (sq.ft.) Galle, Matara, Puttalam Jattna disinict
distrnict sample sample
Below 250 - -
250 - 500 24 77
501 - 750 39 18
Over 750 37 _5
100 100

THE ROLE OF GOVERNMENT OFFICERS

After the priority list of beneficiaries is prepared by the GM,
(or the housing sub-committee in the Jaffna district) the HO/NHDA ins—
pects all the sites/houses of the applicants and sends his reports
to the DM/NHDA. He cannot change the order of priority, but he could
disqualify any applicants and/or recommend smaller loans to some. The
HO who is an NHDA officer attached to the AGA's office is, at field
level, the key officer on the rural housing scene, Apart from having
the authority to recommend the quantum of loan, the HO's authority
is necessary before the release of any loan instalment to a benefi-
ciary. The HO is usually a young GCE (O Level) science qualified
officer who has also undergone training in making Estimates and pre-
paring Technical Reports. He is a junior officer of NiHDA, but works
from the AGA's office. The HO is the link betwee. the NHDA machanism
that delivers support for rural housing and the beneficiaries/village
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house~builders who receive it.

The HO relates to the beneficiaries at operational level, not
directly but through or with the co-operation of the SSO and the GM
Chairman. These three persons usually know each other well. The SSO
and HO are both junior-level officers attached to the some office,
viz : the AGA's office., The GM Chairman is a village level leader
who often visits the AGA's office on official work. Not only are the
HO, SSO and GM Chairman often friends but they are also social equals,
having the same kind of social background, viz : the rural middle-
class, Close ties of mutual trust are seen to link the HO, SSO and
GM Chairman to one another at operational level. They can and do in-
fluence one another.

The relationship between the SSO and the GM Chairman on the
one side and the beneficiaries or village-level house-builders on
the other, is also seen to be one of equality and friendship. Since
the beneficiaries come from the relatively affluent strata of village
society, they share a common socio-economic background and lifestyle
with the SSO and GM Chairman who also invariably come from the same
background.

This shared socio-economic and class background 1link the HO,
SSO, GM Chairman and the beneficiaries to each other. They are often
in a position to address each-other by their personal names. The re-
lationship is one of equality. None addresses the other with the
honorific/respectful 'Sir'. The operational level relationships would
almost certainly not have been the same had the beneficiaries been
from the poorer segments of the village. Such close relationships
would also perhaps not have evolved had the HO related to the
beneficiaries direct, instead of the relationship being mediated by
the SSO and the GM Chairman : For, in such a situation, the HO, though
sharing the same social-class bachground, could have easily slipped
into the role of an outside bureaucrat who would expect the
beneficiaries to relate to him as a bureaucrat and not as a social
equal and address him with the honorific/respectful 'Sir'.
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The HO - SSO - GM Chairman - Rural House Builder relationship

evolved

in such a way as to introduce a great deal of flexibility

into the RHSP at field level. In many cases, before releasing an in-
stallment, the HO, instead of insisting on visiting the site and
monitoring progress which will cause some delay on account of his
heavy work-schedule, would go by the recommendation of the SSO or

the GM
account

Chairman. The flexibility that evolved within the system on
of this process served to :

Eliminate delays in releasing loan installments,

Facilitate the releasing of two instalments together in res-
ponse to the specific situation of families.

Facilitate the releasing of final payments in certain instances
before work is actually completed in response to specific
situations where it is necessary to 'subvert' normal proce-
dures in order to assist a family to build a house without
falling into unnecessary financial difficulties.

Gunadasa, aged 38 of Sarumellagahe (Galle district)
oblained a NHDA Loan of Rs.3500/- to build a house, The
correct procedune ir to nrelease this foan in 3 instal-
ments, - Rs,1000/- to raise the walls; Rs,1000/- to install
the noof structune; and Rs,1500/- Lo Lile the noof, As
the wonk that had to fe accomplished with the Linst in-
stalment was completed very fLast, the HO nreleased the
next two instalments Logethen,

Manel, aged 42, of Mahapotha (Puttalam district)
L8 marnied with 3 children, Hen husband 4 a cultivaton,
Hen house-building process stanted in 1981, In 1984 she
neceived a NHDA foan of Rs,7500/-, With the help of the
£inst instalment of Rs,3000/-, she pul up the walls and
dinstaled the doon and window £rames, With the help of
the second instalment of Rs,2000/- she naised the walls
uplo noof level fut could not complete the noof structune
with it, As her wonk had rrogressed weld, the HO, decided
Lo release the tinal instalment of Rs,2500/- at this stage
instead of waiting till the n00f is Linished s0 that she
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may complete the house without Bonrrowing much money in
the informal money manket., fanel completed the noof stru-
ctune Bul has not Leen able to tile her noof fon the fast
two and a hall yeans.

Dharmasena aged 42 of Sarumellagaha (Galle district)
48 a self-employed ploughman with 2 Bulls and a plough-
share which he hires out. He oltained a NHDA foan. With
the help of the Linst two Loan instalments he raised the
house Lo noof Level and .instaled the noof structune as
well, Though the fLinal .instalment of Rs,1000/- should
have Been neleased only aftern the noof was tiled, the
HO decided to nelease it eanlien s0 that Dharmasena may
tile his noof withoul Lornowing money through the infonmal
system at 10% intenest per month. The HO said that he
Zook this decision Lecause Dharmasena’s perfoamance .in
house-construction had Been very good and he was conf.ident
that if he werne to nelease the fLinal instalment in aduvance
"on trust®, Dharmasena will le able to complete his house
without facing senious hardship,

The RHSP has given a set of guidelines relating to the stages
at which loan instalments could be released to beneficiaries. From
1985, NHDA gave autonomy to the districts to work out their own
instalment patterns. However it is expected that the HO should discuss
with each beneficiary his own individual circumstances and work out
different instalment ratios for each family. For instance depending
on the circumstances of each case, it may be appropriate to release
a small first instalment and a large second instalment in one case,
and a large first instalment with a relatively small second and third
instalment in another case. In practice, it is found that HOs are
not able to spend so much time with each beneficiary family as to
be able to understand their unique situations and work out different
instalment ratios for different families. The HO already has a heavy
schedule of work. He spends one day in the week at the DM's office,
one day in the AGA's office, leaving him three days in the week for
his field visits. This is a tight schedule. For instance, the AGA
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division in which Mahapotha is located has 16 GM areas. Assuming that
on an average ten houses are built with NHDA loans in each GM area,
the HO attached to the AGA's office will have 160 houses to visit.
He is required to visit each house on four occasions, giving him in
all 640 visits per year which he has to fit into his schedule of three
field days per week. He obviously cannot look into the case of any
single beneficiary at any great depth.

While there are no delays in inspecting houses and releasing
instalments, it was observed that beneficiaries experiance a fair
degree of inconvenience when making formal applications and receiving
payments when loans are given through the GM system. Once the list
of beneficiaries is finalised, the beneficiaries are summoned by the
DM/NHDA either to his office in the district capital or to the AGA's
office. The formalities at this point in the process can create a
fair degree of stress. The beneficiaries have to perfect the necessary
documents in support of their applications. These include income-certi-
ficates, documents to prove ownership of the land on which the house
is to be developed etc -. Two guarantors acceptable in terms of the
RHSP guidelines have also to be presented personally. The document-
ation may be incomplete, in which case the beneficiary may have to
come again. Then again, to receive the payment of the first instal-
ment, the beneficiary has to go personally to the DM's office which
is located in the district capital. If the office is busy on that
day, he may waste a day and have to go again, There are cases of bene-
ficiaries who have had to go 3-4 times to the DM's office in the dist-
rict capital to receive their cheques. At the same time it is also
observed that in spite of this level of inconvenience, the time lag
between 'loan application' and 'receipt of first instalment' is gene-
rally within the range of only 3-6 months, with a higher level of
efficiency being observed in the Jaffna district sample,
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This old lady lives alone; all her children have left home
leaving a partially completed house. Her wish is to breathe
her last in the completed house.

However, she is too old to obtain a loan. A special scheme
should be devised to include such needy personms.,
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Time Laq Belween Loan Application and
Receipt of Lirst instalment
( % Lrequency distribution )

Time fagq (months) galle, llatara, and daftna distnict
Puttablam districl sample : GM area.
samples @ Gl areas.

Below 3 29 9

3 -6 51 91
7-9 10 -
10 - 12 _10 -

100 100

SELECTION OF BENEFICIARIES BY GRAMODAYA MANDALA

Priority lists of beneficiaries are prepared by Gramodaya Man-
dala in those areas where NHDA housing loans still continue to be
given through the GM system. It was observed that the GM Chairman
and SSO play a very active role in the selection of beneficiaries.
In all cases of GMs studied, applications made to GMs were scrutinised
by the Chairman and the SSO; priority lists were prepared by them
and the endorsement of the list at a general meeting of the GM was
'stage-managed'. At Mahapotha, in 1986, the Chairman and SSO, having
prepared the list in advance, arranged for different GM members loyal
to them to propose 1-2 names from the list at a time, till all the
names on the pre-arranged list were proposed and seconded. At Watte-
goda and Muthuvella, the Chairman arranged for one member of the GM
to propose the entire list. The Sarumellagaha list was also proposed
in the same way.

It was also seen that although a GM is expected to have a hous-
ing sub-committee to study the applications and prepare a list of
beneficiaries for approval, there were no functional housing sub-
committees in any of the GMs studied. At Mahapotha, although on paper
there existed a housing sub-committee consisting of the GM Chairman,
the SSO and 3 other GM members, none of the members were even aware
of its so-called existence. It had never met.
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Although from the outside it looks as though the list of bene-
ficiaries is prepared in a blatantly non-democratic way by a Chairman
and SSO abrogating all powers to themselves, it was observed that
in real fact they get a feed back in directly or indirectly from other
active GM members and prepare a list that is likely to get near-consen-
sus approval at the meeting., An analysis of the lists reveal that
in preparing them, the GM Chairman and SSO have been guided by three
criteria :

- The need to satisfy those GM members on whom the Chairman

will depend for political support at the time of re-election.
- The need to satisfy those political organisers of the ruling
party within the GM area who articulate political support
for both the rulirg party and the GM Chairman within the
GM area.

~ The need to consolidate the political base of both the ruling
party and the GM Chairman within the GM area by reaching
the poorer segments of the population who constitute this
base.

When consolidating his support among GM members in opposition
to a political rival for the GM Chairmanship, it is sometimes expedient
for the incumbent Chairman to win over some GM members who are sup-
porters of the opposition SLFP by giving housing loans either to them
or their nominees. For instance, the UNP-oriented Chairman of the
Mahapotha GM gave 3 housing loans out of 14 in 1986 to 3 SLFP-oriented
GM members who had voted for him as GM Chairman that year. In Watte-
goda and Muthuvella too, a fair number of SLFPers got access to hous-
ing loans in 1986 through the working out of a GM level dynamic of
a similar type. Such a dynamic makes it possible, therefore, for SLFP

supporters to get access to housing loans from a UNP controlled GM.

Upasena, aged 35, was Chairman of the lUattegoda G
(Mlatara distaict) in 1986, He is a dynamic village Level
UNP Leaden, He wonks in a government office close to the
village, The S5O whose home is in the next village is
wlso a staong UNP supponter, They are both closely Linked
Lo the MP,
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Dhanmadasa, aged 34 was Chairman of the Mahapotha
gh (Puttalam distnict) in 1986, He wonks and Lives .in
a (2anly town and spends 2 day a week in the village.
He is a Local level UNP leadern having strong Links with
the MNP, He took the .initiative to give housing Loans Lo
3 0LirPens who were membens of the GM .in retusn fon thein
suppont Lo him when he contested as GM Chainman,

Abeydeerna, aged 70, was Chairman of the Sarumellagaha
M (Galle district) in 1986, He is a nretined Inspecton
of Public lWonks who emenged on the social scene in 1966
as a Local Sanvodaya llorken. He Became veny popubar in
the dfocality as a nesult of the successful shramadana
campaigns he onganised for Sarwodaya Letween 1966 and
1977. By 1977 he had also emenged as the Local UNP Leaden,
In 1983 he became GM Chainman which post he has held since
then, In 1984 and 1985, Aleydeera gave out a number of
housing Loans to pensons who had helped him and the UVP
‘n 1977, Within the GN, he did noi expenience any rivabry
Zon the Chainmanship from any othen UNP focal Level Lea-
dern ! If was therefore nol necessany for him to try and
min oven SLFP suppont to consolidate his position. His
Lists of Benelicianies consisted exclusively of UNPers,

Access Lo housing Loans in Gl areas for
UNP _and SLFP suppontens : Galle, llatara
and Putlalam disirict samples
Sarumellagaha (Galle district) ¢ 1984 & 1985  : 100% UNP

Wattegoda (Matara district) : 1986 : 60% UNP 40% SLFP
Muthuvella (Matara district) s 1986 o T1% UNP  29% SLFP
Mahapotha (Puttalam distaict) ¢ 1986 > 78% UNP 22% SLFP

A GM's portfolio of housing loans comprises a majority of loans
given to people with political access and/or their nominees and a
minority of loans given to the base of the political system, viz :
the poorer segment of the village. The equity factor in the GM's

portfolio of loans also expresses itself in multi-caste villages where
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the criterion of an equitable distribution of loans among different
caste groups is clearly seen to have influented the selection., It
is observed that, though as a politically-oriented institution, the
GM takes the equity factor into serious consideration, where access
to housing loans for the poor is concerned, it holds the equity factor
within bounds because it has to be balanced against the difficulty
of loan recovery from the poor. However, what is important to observe
is that whereas equity considerations do not find expression in a
TCCS loan portfolio, they do in fact influence a GM portfolio of
housing loans.

Access Lo housing Loans thaough the GM system Lon Lamilies
with a monthly income of Less than Rs,700/-

9N _anea and Yean %_of benelicianies with a monthly
Lamily income of fLess than Rs,700/-

Sarumellagaha (Galle) : 1984 13%

Sarumellagaha (Galle) : 1985 10%

Muthuvella (latara) 2 71984-86 13%

Wattegoda (fMatara) s 1984-86 12%

Mahapotha (Puttalam) ¢ 1984-86 7%

(This companes with 0% in the case of all TCLCSs studied).

Access Lo _housing Loans through the GM system in
multi-caste GM arneas : 1984-86

aM_area Caste 8reakdown of Caste breakdown of
Population Loan Portfolio

Wattegoda Salagama - 50% Salagama - 50%
Durava - 35% Durava - 32%
Govigama - 15% Govigama - 18%

Muthuvella Govigama - 80% Govigama - 87%
Navandanna- 15% Navandanna- 9%

Rajaka - 1% Rajaka - 4%



-131-

SELECTION OF BENEFICIARIES BY
THE HOUSING SUB-COMMITTEE : JAFFNA DISTRICT

In the Jaffna district, the priority list of beneficiaries 1in
the GM area is prepared by the Housing Sub-Committee which has been
described earlier. It was observed that the dorminant influence in
the preparation of the list is that of the politically-motivated SSO.
In the Kovalam GM area, the SSO and the HO had a close working relat-
ionship to prepare the priority list. They had agreed on the para-
meters for selecting beneficiaries which were that :

- The beneficiaries should be spread throughout the GM area.

- Ability to repay should be a major consideration.

- Persons from Non-Vellala castes but with ability to repay

should find equitable representation in the list.

When processing the .pplications the SSO and HO first picked
up all the applications ‘rom Non-Vellala caste persons and evaluated
their ability to ren- . 6 applicants with ability to repay were first
selected, and a2 .r that 14 Vellala caste applicants with ability
to repay and ’_ving in different parts of the GM area were added to
complete the list of 20. The other members of the housing sub-committee
left it to the S¢ . and HO to prepare the list, and formally approved
it. Though the three criteria of selection may not have been attractive
to some of the other housing sub-committee members such as the RDS
President and the President of the Community Centre who may have pre-
ferred a different set of selection criteria, they would not venture
to oppose the views of the SSO who had indirect LTTE backing and the
HO who was also a young man with militant sympathies,

In the Jaffna situation, yet another factor operates to rein-
force the social equity parameters in the selection of beneficiaries.
Complaints not only on land and financial matters but also on matters
of what are perceived by the LTTE to be social injustices are enter-
tained by the LTTE institution called the 'Rural Court'. To inquire
into such complaints, a LTTE members and 2 elders trom the village
from where the complaint originates sit as a 'Rural Court'. For in-

stance, if a complaint is made about an alleged injustice in the
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preparation of a list of beneficiaries to receive NHDA loans, a rural
court will summon the housing sub-committee concerned to the inquiry:
If it is established that the list was unfair, the LTTE rural court
could order the list to be withdrawn and a new one prepared. To avoid
such a possibility, a housing sub-committee will be very careful when
preparing a list of beneficiaries to ensure that favouritism and

social discrimination do not influence selection.

However it is very significant to observe that because further
housing loans from NHDA are determined by a performance criterion
(ie. performance in construction and performance in loan repayment),
the housing sub-committee has taken great pains to ensure that the
affordability criterion is strictly observed. A district into which
there is but a very small flow of resources for economic development
on account of the unsettled conditions in the area wants to ensure
itself that at least the resource inflow for housing development does
not get impeded because of poor performance. Ironically it ensures
a high level of performance by channeling the resources to those who
can repay; namely the relatively affluent sectors of the village.
By having to compromise the social-equity criterion with the afforda-
bility criterion, relatively less of the benefits of the RHSP accrue
to the Non-Velala castes because they are generally poor compared
to the Vellalas; And no benefits accrue to the low income group.

Access Lo housing Loans fon Lamilies wilth a
monthly income of fless than Rs,700/- ¢
Kovalam (Jaffna disirict)
7984 - 86 : 0%

Access to housing loans in a mulli-caste GMN arec @
Kovalam (Jalfna distnict) : 1986

Caste breakdown of Caste breakdown of
of populatlion foan portfolio
Vellala ¢ 409 Vellala s 70%

Non-Vellala : 60% Non-Vellala : 30%
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THE ROLE OF THE MP IN THE RHSP AT GM LEVEL

NHDA allocates MHP funds to each district on the basis of the
number of GM areas in it. The DHC, of which the DM/NHDA is secretary,
allocates the district MHP funds among its GM areas through the appli-
cation of performance criteria : Performance in completion of const-
ruction and performance in loan recovery. The MP may intervene in
the process at this stage and set aside some of the funds allocated
for particular GM areas for 'Special Projects' in t.ose same areas:
Projects such as those which seek to upgrade all the houses in a de-

fined area such as a new settlement. Projects known as 'Udakala Gamm-

ana'

or 'Re-awakened Village'. Such special projects are costly in
terms of resources because they involve housing loans of Rs.7500/-
per family : But they have a high visibility since they display a
whole cluster of new houses and are politically expressive since
special projects have opening ceremonies which could also be associated

with the arrival of the Prime Minister in the electorate.

After the MPs have set aside any resources for Special Projects,
the rest of the resources are channeled to the GM areas in the dist-
rict. It was seen that MPs do not intervene in any way in the select-
ion of beneficiaries for housing loans by either GMs or TCCSs. He
allows the lists to emerge through the unfolding of socio-political
processes at village level. He allows for a process through which
different clusters of UNP supporters grouped round different UNP
village-level leaders compete with one another for village power and
access to resources coming in from the State system. He carefully
nurtures the loyality of all the competing groups by refraining from
extending his support to any one group against another. By channeling
regources to village level and permitting competition within the UNP
at village level for control over these resources, the MP supports
a process through which competition for power at village level gets
contained and institutionalised within the UNP itself instead of
getting worked out within the parameters of the traditional UNP-SLFP
paradym at village level. This changing political process is facili-
tated still further by the continuing organisational weakness and
confusion of the SLFP as a political party at village level.
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This emerging political process which qualititavely differs
from an earler dominant process in which struggle for power at village
level was contained within a UNP-SL¥P paradym, requires that the MP
should not intervene in the distribution of State-controlled resources

at village level; - ie. the MP should not intervene in village level
political processes.

MONITORING OF HOUSE CONSTRUCTION AT GM LEVEL

The amount of money to be allocated to a GM area for housing
development in any particular year is directly related to the perfor-
mance of that GM in the RHSP in the previous year. 'Completion of
construction of Housing Units' is one of two criteria on which a GM's
performance is judged; the other being loan recovery.

When a housing loan is received, work which is supported by
the first instalment is expected to be completed in 3 months; and
work with al!l 3 instalments is expected to be completed in 6 months.

In practice, however, a grace period is given and is often further
extended,

Tt is to the advantage of a GM Chairman and SSO to monitor the
progress of house construction and see that the housing units for

vhich loans have been taken are completed in the shortest possible
time.

When houses are being constructed/upgraded, the GM Chairman
and SSO often visit the sites and encourage the beneficiaries to com-
‘plete that stage of work quickly, promissing to speak to the HO and
help them obtain the next instalment without delay. They also provide
useful information to house-builders, discuss with them their building
problems and offer advice on technically viable, low-cost alternat-
ives. The house-builders co-operate with the GM Chairman and SSO when
they show interest because they are influential persons at village
level and can help the beneficiaries in many ways if they please them
by co-operating to complete construction soon. They try to please
these influential people and thereby establish a linkage with them,
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The GM Chairman, not the other GM members, and the SSO thus play an
important role in monitoring progress and expediting the process of
completion of construction.

In the Jaffna district, it is the politically-motivated SSO
who monitors the progress of house construction and encourages the
benetficiaries to complete their construction. In Jaffna culture, as
described in an earlier chapter, there is a belief that a house should
be completed and occupied either in the first year of construction
or else in the third year but not in the second year. This factor
also encourages house-builders in the Jaffna district to complete
construction in the first year,

Level of Completion of Constauction within 1 yean ¢
(Housing fLoans given thaough the GMN system)
(% Zrequency distribution )

Progness Galle, Matarna and  Jalfna disirict
Pultalam distirnict  sample
samples

Completed 73 85

Not completed But all

instalments neleased 7 -

Finst instalment

neleased but no wonk done 5 -

In process of

constauction 15 _15

100 100

The S§S0 of Mahapotha (Puticlam distirict), aged 40,
is mawnded with 2 children., He goes to the building sites
of NHDA loan Benelicianies 3 times a month to encourage
them to expedite thewr wonk, saying he would get ithe HO
to nelease the nexd instalment withoul delay if they com-
nlete the present stage of construction, He advised one
house-builder whose wonk was slowing down because of a
fack of funds, saying, "Stop fbuilding in cement and in-
stead use a clay plasten and save money; otherwise you
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won't have money fon the next stage of construction”,
To anothen leneficiany who was constructing a well rathen
slowly he offered advice, saying, "The nains are appro-
aching and your well may collapse unless you complete
it in the dry weather”, He adviced two other [families
Ry saying, - "Somehow complete youn houses beforne the
nrains, Save on money By changing oven from cement to «
clay mixtune, othemwise you’ll run out of money Lon
tiles”, In anothen instance the SSO adviced a leneficiany
Lo Buy gnude 3 tiles at Rs,1200/- pen thousand and nrepain
them Before using dnstead of spending Rs.3600/- on a
thousand grade 1 tiles,

The @Ml Chairman of (ahapotha (Puttalam district),
aged 34, i3 manied with 2 children, In 1986 he use 2o
no Lo 5 house construction sites at Least 2-3 times a
month, He dinspects the houses and discusses the nreasons
Lton delays., If he Linds the delay is due to the diffi-
cully of Linding a mason/canpenter, he helps Lind one
fon tnem, If the delay is due to a difficulty of Linding
transront to baing Building matenials to the site, he
advices them alout cants that can be hined on easy terms,
He infoams house-buildens when cement is frought to the
village co-operative stone. He regualarly communicates
information and suggestions to the leneficianies to hedp
expedite completion of construction, By often visiting
the construction sites, he enalles the fLeneficiany fami-
Lies Lo develop Linkages with him which itsell serves
a4 an incentive to house-buildens to complete thein wonk
eanly so that 2hey may please him and develop still
closen ties with him,

K.G.Piyadasa, aged 46, o {Lalounen of Sarumellaguha
(Galle distnict) i» mannied with 2 childnen, He oltained
a foan of Rs,7500/- 2o luild a house., His wife went to
West Asria fon employment and sent him negulan nemittances
fon the house-building activity which he was spending
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on wasteful Living expenses. Seeing that the progress
on Piyadasa’s house was sdow, the GMN Chairman pensuaded
him to open a savings account with the National Savings
Bank to which his wife was instructed to nemil money from
West Asia, AL NHDA Loan instalments wene also channeled
to the same account. The pass-book of this savings acco-
unt was keplt with the GM Chainman who went with Piyadasa
Lo the fLank ftrom time to time and withdraw money fLor the
diflerent slages of house construction, The house was
completed within an yean ABecause the GMN Chainman Look
upon himself the Lask of managing the nresounces that
Piyadara was able 2o mobilise FLor house constuuction,

LOAN RECOVERY AT GM LEVEL

The two performance criteria, viz : completion of construction
and loan recovery, are monitored at the monthly DHC meeting. Progress
on both house-construction and 1loan recovery is quantified and
presented for each AGA division separately. This induces a kind of
healthy, informal competition among AGAs to show higher levels of
performance in the RHSP. Each AGA, in turn, holds a Divisional Housing
Committee meeting once a month, attended by the AGA, HO, GM Chairmen
and SSOs, at which progress is evaluated separately for each GM divi-
sion. These meetings serve as an inducement for SSOs to expedite con-
struction and recover loans and be able to show a higher level of
progress in their respective GM areas., Thus the DHC motivates AGAs
to improve levels of loan recovery; and the AGAs motivate SSOs to
elevate levels of loan recovery in their GM areas. The SSOs also have
a material incentive for loan recovery; 5% of all instalments recov-
ered accrue to the SSO,

In the Jaffna District it was observed that SSOs take a great
deal of trouble to recover NHDA housing loans, A common tactic used
by Jaffna district SSOs is to tell potential beneficairies in a GM
area that their chances of getting housing loans are being delayed
because the loans that have been given to others in their GM area
are not being repaid in time : thereby inducing potential benefi-
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ciaries to use social pressure on those who are delaying to repay
their housing loans. SSOs in the Jaffna district are also known to
try and persuade loan defaulters to pay their loan instalments by
pointing out to them that they are depriving others in their own
village of benefiting from NHDA loans. A common tactic used by SSOs
in the Sinhala-speaking districts is to get other officers such as
the Grama Sevaka (GS), the AGA etc to whom defaulters may go for some
service to show displeasure and withhold co-operation because they
have not paid back their housing loans in time.

In the Mellegam GM area of the Jaffna district (out-
side oun sample) al one stage the fLoan nrecoveny nrate was
24%. At the nequest of the fLocal RDS President, the DV
NHDA summoned a meeting of all those who had taken NHDA
Loans and all those who wene expecting to apply fon Loans.
The DN explained to the people that unless those who had
taken fLoans starl nepaying thein instalments propenty,
those who arne expecting foans will have to suffer, He
nequested those who wene expecting fLoans to pensuade the
Loan defaullens to nrepay regulanly. Within 3 months, the
foan necovery rate nose from 24% to 55%.

Loan Recoveny Rates : RHSP Loactions

M _Area _and Yean Loan Recovery Rate
Sarumellagaha (Galle) ¢ 7985 42%
Wattegoda and
Muthuvella (lMatara) 2 1985 56%
Mahapotha (Puttalam) : 1986 57%
Kudiputhinippu (Jatfna) ¢ 1986 52%

( Island Avenage : RHSP : GM System » 57% )

None of the GM areas studied have reached the NHDA/USAID loan
recovery target of 65%Z. In contrast, the figures for the UHSP locat-
ions of the earlier study ( Fernando., Sunimal et al : December 1986)
are even lower,
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Loan Recovery Rates : UHSP Locations

UHSP Location and Yean Loan Recovery Rate
Navagampura  ( July’86-Apnil’87) : 49%
Aramaya Place (July’86-Apnil’87) ¢ 39%

( Island Avernage ¢ UHSP & 44% )

In 1986, the loans made and completed in the GM areas studied
were 100Z of the NHDA district office projections. However the low
rate of recovery of these loans can be understood in relation to the
criteria that guided GM Chairmen and SSOs when preparing 1lists of
beneficiaries; criteria which are intrinsic to the political nature
of the GM as a local level institution.

Equity considerations, as shown earlier, make GMs direct at
least a small percentage of housing loans to relatively poor families.
These families find it difficult to repay their loans and fall quite
easily into the category of defaulters.

Gunasena, aged 40, of UWattegoda is marnied with 4
rhildren, He 4is a Lalourern earning anound Rs,600/- a
month, In 1985 he was given an NHDA ZLoan of Rs,4000/-
Lo put up the walls and nroof of his house. He has s0 fan
been able to pay only 5 out of the 23 .instalments due
Zrom him upto this date.

Andinis aged 52 of Muthuvella is a dholy (washer-
man) eanning anound Rs,500/- pen month. He is marnied
with 5 children, In 1985 he got a NHDA fLoan of Rs,5000/-
to luild a house, He is very poon, He has fleen able to
pay only 7 out of the 22 instalments due Zrom him upto
this date,

Those who have received loans from the GM for political reasons
are reluctant to repay for a different reason. They perceive the loan
as a benefit due to them for political services rendered either to
the ruling party or to the GM Chairman. They are not averse to repay-
ing the loan, but they feel they are entitled to take their own time
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over it because the government and/or the GM Chairman owes them some-
thing for their political services. Their perception of themselves
in relation to the ruling party and/or the GM Chairman dampens their
willingness to repay. Sarumellagaha GM (Galle district), which, rela-
tive to the other GMs studied, had the highest proportion of housing
loans given purely on political considerations, also has the relat~
ively lowest loan recovery rate,

Tt was also observed in all the Sinahala-speaking GM areas
studied that whereas the GM Chairman takes great pains to encourage
beneficiaries to complete their house construction in time, he takes
no positive steps to persuade them to repay their loans. No GM Chair-
man was reported to have ever gone to the houses of loan defaulters
to persuade them to repay., Instead, he leaves that to the SSO. A GM
Chairman unlike his TCCS counterpart relates to his constituency
politically and not professionally : He selects his beneficiaries,
too, politically and not proffessionally: The housing loan given by
a GM is thus perceived more as a political transfer of patronage than

as an economic transfer of repayable loan capital.
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The owner of this all-most complete house is the son of the
old man in the picture; who it seems also requires some aid
with all his worldly wealth spent on the construction of this
house.

He is another person with whom a small loan will go a long
way.,
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CHAPTER 5
HOUSING LOANS THROUCH TCCSs

THE TCCS MOVEMENT IN HISTORICAL PERSPECTIVE

The defeat of the UNP in 1956 by the MEP led by the late S.W.R.D.
Bandaranaike provided a rude shock to national, district and local
elites who were suddenly awakened to the fact that their acceptability
among the people was being eroded by new social forces that were
emerging at village level. The need to channel resources in a sub~

stantial way for rural development was realised.,

The structural features that characterised rural society at

that time, were :

- The existence of a traditional land-owning elite which struct-
urally controlled village society through networks of patron-
client relations.

~ The emergence of a new rural middle-class consisting of school
teachers, Ayurvedic physicians and small traders, who were
however not structurally powerful within the village economy.

- The existence of a mass of poor peasants having highly frag-
mented land-holdings if any, and structurally linked to land-

owning patrons through cies of dependance/clientele.

Though with the protection of the secret ballot in 1956, sub-
stantial numbers of 'poor peasants' supported the MEP which was rep-
resented at village level largely by the newly emerging rural middle-
class against the UNP represented by the traditional land-owning
village elites. In purely village-level affairs 'poor peasants' did
not have the capacity -economically or socially- to break their ties
of clientele with their traditional patrons and support the
newly-emerging rural middle class which aspired to village leadership.
In the context of the rural economy of 1956, village level leadership
remained with the traditional elites : And village level organisations

continued to be controlled by them.,
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In such a structural situation, if control over resources for
rural development was devolved to the village itself, they would be
managed and enjoyed by the traditional elite : The 'mass of poor
peasants' would be only able to get limited access to the process
of development. The political imperative therefore was to evolve a
structure through which resources for development reached the poorest
sections of rural society. On the premise that village social insti-
tutions were controlled by traditional village elites, the partici-
pation of village institutions in the development process would only
constrain the flow of resources to the poorer segments of rural
society and defeat the very purpose of rural development., The only
viable rural development strategy in such circumstances, therefore,
was one which depended on bureaucratically controlled (i.e. non-parti-
cipatory) institutions to provide resources for and manage the pro-
cesses of rural development,

State intervention in rural de:ciopment from 1956 to 1977 passed

through the following successive stages :

- The first stage where resources for rural development were
controlled by State-sponsored bureaucratic institutions which
formulated and implemented development activities at village
level.

- The second stage where these State-sponsored bureaucratic
institutions came more and more under the control of the
ruling political party through its members of Parliament :
Where resources for rural development were controlled and
channelled by MPs through State institutions.

- The third stage where the control of resources for rural dev-
lopment by MPs was tempered by the greater participation of
beneficiaries in the implementation of development projects
at village level : While resources were channelled (hence
beneficiaries were selected) directly or indirectly by MPs,
there was greater participation of beneficiaries in project
implementation and sometimes - to some small degree - in pro-
ject planning.
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1977 is a convenient watershed for purposes of analysis because

it was
victory

in this year that the UNP came into power with a landslide
at a general election. A very generalised 'snapshot view'

of the rural situation in 1977 would reveal that :

The traditional 1land-owning rural elites had largely lost
their power and dominance over village social structures,
Power and influence within the village had to get dispersed
among members of a rural middle class that had emerged during
the nineteen sixties and seventies. In place of a small trad-
itional village elite there had emerged a relatively broad
rural middle class.

In place of the 'mass of poor peasants' there now stood a
relatively small disadvantaged poor segment of village society.
Competition for power and accesn to State-controlled resources
between different segments of the new rural middle class
at village level had become institutionalised within a UNP-
SLFP paradigm. The major political parties gave political
patronage at village level to different segments of the new
rural middle class. Competition for power and access to re-
sources within the relatively broad rural middle class at
village level was worked out along political party lines,

The poorer segments of village society manipulated the com-
petition among the different politically-linked rural middle
class segments to get access to a sizeable share of State-
controlled resources coming down to village level through
the political patronage system.

In the context of a socio-structural situation at village level
qualitatively different to what prevailed in 1956, the UNP set itself

the task of laying down the parameters of a process of rural develop-

ment different 1n quality to what propelled rural development in the
period between 1956 and 1977, Though the very early days of the new

UNP government saw the continuance of the political patronage system

in village level decvelopment pivoted on the dominant and all-pervad-

ing position of the MP, the early signs of a changing process were

soon apparent,
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The growth of the economy, the resurgence of private enterprise,
the expansion of West-Asian employment and the activities of inter-
national NGOs provided new avenues of access to resources and power
outside the confines of the political party system. The all important
role of the MP in rural development began to decline. A process which
rigidly bifurcated village society along political party lines began
to give way to one in which village society ceased to be divided along
such rigid lines of demarcation. In 1981, the government attempted
to provide institutional support to the new process in the form of
Gramodaya Mandala : But institutional and socio-political factors
converged to render the GM system much less effective than it was
intended to be. Basically, the planning and implementation of village
level dcvelopment through an institutional arrangement that brings
together into one forum the differunt socio-political and socio-eco-
nomic interests in a village cannot function effectively in the

absence of a meaningful devolution of material resources to GM level,

It is in this historical context that the role of TCOSs in Sri
Lanka should be evaluated. TCCSs, which originated as long ago as
1911, constitute a village-level savings and credit movement of small
groups of rural people. Wherever they existed TCCSs sought to mobilise
rural savings which are then loaned to members in the form of small

loans.

In the history of the Co-operative Movement of Sri Lanka, the
period 1911-1942 was dominated by the expansion of Co~operative Credit
Societies, These societies provided an alternative to rural farmers
who would otherwise have been forced into the clutches of village
money lenders. At the same time, poorer farmers with small land hold-
ings could not benefit from the activities of these societies. As
loans were given only for food production purposes, people with little
or no agricultural land had to go elsewhere for their credit needs.
The impact of Co-operative Credit Societies on rural indebtedness
during this period was therefore limited,

The period 1942-1945 saw a phenomenal increase in the number

of Consumer Co-operative Societies as a response to the need of the
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government to open up a network of retail outlets to ensure a fair
distribution of scarce consumer commodities at reasonable prices
during the second world war. Although the number of Credit Societies
also registered an increase during the war period, their importance
within the Co-operative Movement was over-shadowed by the newer Con-
sumer Societies.

The importance of consumer services by Co-operative Societies
continued even after the war. Co-operative Stores Societies therefore
continued to occupy an important place in the Co-operative Movement.
However, after winning Independence in 1948, the development of Pea-
sant Agriculture began to receive the increased attention of the
government. A new type of Co-operative Society called the Co-operative
Agricultural Production and Sales Society (CAPS Society) multiplied
in numbers to answer the production and credit needs of the farmers.
Thus, a process that diminished the role of Co-operative Credit Soci~
ties in agricultural credit was set in motion. By catering to the
need of the peasantry for forms of credit other than agricultural
credit, Co-operative Credit Societies remained popular among the
people, while official attention got increasingly directed to other
types of societies.,

We see emerging, at this point of time, a period of history
in which centralised bureaucratically/politically controlled insti-
tutuions such as the branches of State-owned banks and the large
'politically-controlled’ Co-operatives seek to mop-up rural savings
and provide rural credit : A period in which TCCSs were not invited
to play any significant role in rural development,

In the Co-operative sector, after 1957, single-purpose co-opera-
tive societies such as CAPS Socities and Consumer Societies were merged
into MultiPurpose Co-operative Socities (MPCS). Although the MPCS
was expected to cater to the multifaceted needs of the community,
its predominant activities continued to be confined to Consumer
Services and Agricultural Credit. The MPCS became a major supplier
of credit for agriculture -~ particularly for paddy cultivation. As

agricultural credit got liberally channeled by successive governments
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through the MPCS, farmers found little use of TCCSs for productive
purposes. Meanwhile, MPCSs began to be increasingly dominated by party
politics and politicians and used as instruments of patronage.

The socialist government of Sirimawo Bandaranaike which came
into power in 1970 sought to make che Co-operative Movement play a
key role in its socio-economic development progrommes, In 1971 the
MPCSs were re-organised. Smaller co-operative socities were amalga-
mated into larger societies. 5813 MPCSs were amalgamated into Just
372 large Primary MPCSs. The secondary Co-operative Unions too were
abolished. And, above everything else, the government abrogated to
itself the power of nominating ten out of the 15 members of the Mana-
gement Committee of each MPCS. The government also accrued to itself
the power to dissolve the Committee of Management of any Co-operative
and appoint, in their place, persons of their choice to manage the
affairs of such a society.

From the late nineteen fifties upto the early 1980's, while
TCCSs became less and less important to the mainstream of rural deve-
lopment, the State-sponsored rural development process permitted them
- for this very same reason - to remain largely outside the political
power - struggle and the ambit of political interference and control.

YThe fact that Credit Socities remawined essentially Peo-
ple’s Onganisations, controlled and menaged Ly them 2o
meel thein own needs, however Limited the satisfaction
of such neceds may le, was its strength; ils weakness was
that & did not altract the PLinancial nresounces which
therefone did not atiract the majon pant of the runal
clientele”,

(COC Monograph : Thrift and Credit Co-operative

Societies Movement - Sai Lanka ¢ CDC,

Colombo 6 ¢ July 1986)

The diminishing importance of TCCSs to the people is reflected
in the declining numbers of TCCSs after 1964, From 4413 societies
in 1964, the number declined to 1281 in 1979,
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The year 1979 emerges as a turning point in the history of the
TCCS Movement. Under the dynamic and imaginative leadership of persons
such as P.A. Kiriwandeniya (President, Federation of Co-operative
Thrift and Credit Societies Union Ltd), positive measures were taken
to revitalisze the TCCS Movement to play an important role in the deve-
lopment process. In 1979, the formation of district (secondary) socie-
ties was initiated and the first District Union (DU) was established
at Kegalle. 5 DUs were established in 1979 while more and more DUs
were formed in the early 1980's, Furthermore, a national level Apex
Organisation known as the Federation of Co-operative Thrift and Credit
Societies Union (FCTCSU) was formed in 1980,

From 1979, the TCCS Movement has moved its activities in many
new directions and qualified itself to play a key role in the deve-~
lopment process. In the period 1979-1985, it focused on :

~ Evolving a new set of by-laws for TCCSs.,

~ Obtaining re-financing facilities from the People's Bank.

- Expanding credit facilities for agricultural activities,

-~ Functioning as banking institutions and establishing Co-opera-

tive Banks.,

- Mobilising the interest of various government institutions

in '7CCSs.

- Including the activities of TCCSs in district level Integrated

Rural Development Projects (IRDPs) and making the DUs import-
ant instruments of implementation of IRDPs.

- Training in the democratic control of management and in co-

operative leadership.

- Educational programmes for members.

- Promoting, developing and establishing new TCCSs and DUs.

- Co-ordinating the activities of the TCCS Movement at national

and international levels.

Assisting and guiding + ‘lage-level TCCSs to develop to the
level of Co-operative Credit Banks,

Promoting inter-lending programmes between TCCSs within a
DU.
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"The histony of the Co-operative Movement in Sii Lanka
upto 1942 is the histony of the Co-operative Credit Soie-
ties, 40 much s0 that it is called the Credit Period,
This predominance of Credit Socities within the Co-opera-
Live Movement undemwent a vast change duning the war yeans
when all attention was devoted 2o Consumen Societies.
The dmpontance of Credit Societies diminished furthen
aften 1947 when 2hein nrole in agriculiural credit was
given to the newly fLoamed Co-openrative Agricultural Pro-
duction and Sales Societies (CAPS). The formation of Muéti-
purpose Co-operative Societies (fIPCS) after 1957 pushed
credit societies funthen away from the people, But with
the foamation of Secondary Societies and an Apex Organi-
sation sdince 1979, there is a nesungence of the Credit
Co-operative Movement in this couniry”,

(COC Monognaph : Thaift and Credit Co-operative

Societies Movement in Sni Lanka ¢

CDC, Colombo 6 ¢ July 1986)

The leaders of the TCCS Movement appreciate the need and scope
for the expansion of the TCCS Movement throughout the country. They
expect to reach a target of 4500 TCCSs by the end of 1989 with a para-
1lel increase in membership deposits, advances and resources. Together
with the increased mobilisation of savings and the establishing of
Co-operative Banking Institutions at village level, the re-vitalised
TCCS Movement organises income - generating activities and involves
itself in the planning and implementation of Integrated Community
Development Programmes which include economic activities as well as
social welfare projects in the sectors of Health, Education and
Housing. However, while deciding to play a more aggressive role in
the development process, the TCCS Movement is determined to protect
the pricipled position that helped it survive the trials and
vicissitudes of the Co-operative Movement in its 75 year old history
: The TCCS Movement will not be an agent of government but will
undertake community development programmes of its own through the
initiative and participation of its members and with the use of its
own resources.,
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It was against this historical sociological and ideological
background that the revitalised TCCS Movement and the llousing Deve-
lopment Process of the MHP began to work out the modalities of colla-
boration in 1985. From an NHDA angle, collaboration with ¢he revita-
lised TCCS Movement was intended to serve two objectives : An immed-
iate specific one and a longer term general one. The immediate object-
ive was to collaborate in the development of a new revitalised insti-
tutional structure for

- Processing NHDA housing loans;

- Monitoring house construction by beneficiaries, and,

- Recovering NHDA housing loans.

The intention was to increase the efficiency and speed of loan pro-
cessing and loan recovery and at the same time to lower the administ-
rative costs of the MIIP,

The longer term objective was

- To help further develop a new, revitalised institutional
structure at village level to handle greater and greater arcas
of rural credit at low cost and high efficiency;

-~ To collaborate in evolving an institutional structure based
on Unit Banking princip.2s that would retain rural savings
within village areas to be used for village level development
in place of the commercial branch banks which follow conser-
vative Branch Banking principles which encourage the leakage
of rural surpluses to towns; and

- To collaborate with the TCCS Movement in elevating the TCCSs
into village level organisations fulfilling an important deve-

lopment mission of mobilising the poor to confront the pro~
blems of poverty.

Oljectives Issue

1.1, Are TCCSs clean aBout thein objectives, thein develop-
mental mission?

1.2, A nrelated issue posed was whethen Housing Loans should
delermine the TCLS on whethen the TCCS should detenmine
the Housing Loans? Clearly, what is desinalle is the
Latlen, though in the TCCSEP, it's the Housing Loans which
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are precipitating TCCS fLormation, The potential contra-
diction Lying here, can Be nesolved if the TCCSs are clean
neganding ol jectives.

1.3, 7o Le developmental, TCLSs have fo confaont poverty and
molilise the poon. Clanity on objectives is again the
detenminant,

- (Susil Sirnivandana ¢ lssues and Clanifications
Zrom the Resounce Seminan on the Development
Role of TCCSs :» NHDA : Apnil 1986) \

In its 75 year history, TCCSs have never been a partner of a
State programme. From 1985, however, TCCSs have begun to partner the
MHP,

The 7CCSs and the MHP have come together through an auth-
entic process - they mel each othen in the same s0il of
Bottom-up aunal development .in Kandy District in 1985,
The Linkage was made on the fasis of a mutual necognition
of a highly compatible set of mutual .internal dynamics,
One is centainly not an imposition on the other., The
impontance of this strategic expenience should not fe
underestimated,

{Susil Sirnivandana ¢ Issues and Clanifications

Zrom the Resounce Seminan on the Development

Role of TCCSs & NHDA : Apnit 1986 ),

After its successful pilot project in the Kandy district Iin
,1985, NHDA extended its programme of channeling honsing loans to other
, districts through TCCSs. Naturally this provided a tremendous impetus
for the formation of a large number of TCCSs primarily for obtaining
housing loans. Thus, the autonomous growth of the TCCS Movement was
accelerated by the intervention of NHDA, resulting in a phenomenal
growth of TCCSs from around 2000 at the beginning of 1985 to around
4500 today. While the short-term objectives of NHDA may have been
achieved, it is also possible that the TCCS-NHDA iink-up may have
strained the TCCS movement as a whole by forcing’ it to expand too
rapidly in too short a period of time.
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The present chapter restricts itself to an in-depth study of
just 5 TCCSs in the Galle, Matara, Jaffna and Puttalam districts.
The insights provided in this chapter do not apply to the TCCS Move-
ment as a whole. The study, therefore, does not claim to provide gene-
ralised conclusions but aims at providing some interesting insights
of general theoretical relevance, drawn from 5 out of the 4500 TCCSs
functioning in the island.

TCCS AND THE QUESTION OF THE APPROPRIATE ECONOMIC
BACKGROUND OF ITS MEMBERS

The TCCS is a village level organisation which serves to mobi-
lise rural savings and make credit available to its members when
required at rates of interest well below those prevailing in the non-
institutional credit market (i.e. with money-lenders). The rates of
interest vary in different TCCSs. The Hirigama and Pahalagama TCCSs
in the Matara district offer 147 interest an ordinary deposits while
the Minirankuliya TCCS offers 15% interest on ordinary savings and
187 interest on fixed deposits. The rates of interest on savings off-
ered by TCCSs are gencrally higher than those offered by commercial
banks. Similarly, the interest charged by a TCCS on loans is lower
than the interest on loans charged by commercial banks.

The upper limit of loans as well as the conditions under which
loans are given vary among different TCCSs, At Sarumellagaha (Galle
district) the upper limit of a loan is Rs.15,000/-; at both Pahalagama
and Hirigama (Matara district) it is Rs.5000/-; while at Minirankuliya
(Puttalam district) it is Rs.10,000/-. At the Pahalagama TCCS in the
Matara district, within the Rs,5000/- limit, the maximum loan a member
could obtain is 3 times his savings in the TCCS; at Minirankuliya,
within the Rs.10,000/- limit, it is 10 times his savings in the socie-
ty; while at the Ilirigama TCCS in the Matara district the norm varies
from 5 times the savings for loans upto Rs.1000/- to twice the savings
for loans betwecen Rs,.2500/- and Rs.5000/-. In respect of all NHDA
housing loans, however, a member is entitled to a loan upto 10 times
his total savings in the society. The period of repayment for ordinary
loans and seclf employment loans varies from 1-3 years; for NIIDA
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housing loans, from 5-15 years and for small emergency loans it is
usually 1 month, A member sceking a loan from a TCCS has to produce
twvo guarantors who should be members of the society. Most TCCSs
stipulate that a guarantor too should have savings in the society
to the value of 107 of the loan requested. Certain TCCSs make
additional requircments of guarantors: For instance. the Sarumellagaha
TCCS (Galle district) lays down that a guarantor should also have
a good attendance record at TCCS meetings, while the Minirankuliya
TCCS maintains that a guarantor should have the confidance of the
office bearers. The TCCSs studied from the Galle, Matara and Puttalam
districts further stipulate that, apart from other conditions, a member
should have a share capital of Rs.100/- in the society before he is
entitled to loan facilities. The TCCSs studied from the Jaffna
district, on the other hand, do not have such a rule,

The rules, proccdures and financial norms the of TCCSs studied
apply to the various economic and sociological categories in a village
in different ways. In the cases studied, the low income families would
generally not be able to participate in the TCCS process because they
would find it difficult to conform with TCCS procedures and financial
norms, To start with a poor family will find it difficult to get two
guarantors acceptable to the TCCS, even if it is able to subscribe
the minimum share capital and meet the 'minimum savings' qualification.
The rich, on the other hand, would not require the TCCS for a different
set of reasons. The rural rich have good connections outside the
village, not merely with businessmen and other influential persons
from whom they could borrow money when they need to do so, but even
with formal financial institutions such as banks and other lending
agencies,

Though the village rich can earn a higher interest on their
savings if deposited with a TCCS and borrow money (within the
stipulated limits) paying a lower rate of interest than they would
need to pay to a commercial bank, rural social norms will constrain
them from doing so : The rural rich will consider it to be beneath
their dignity to borrow money from a village level institution in
which less affluent social groups also participate., They would borrow
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money at a higher rate of interest from outside the village, rather
than compromise their status and dignity in the village by taking
loans from the village TCCS. Had this social norm not been operative
in rural society, it is possible that, especially in villages having
a sizable 'rich class', TCCSs could have taken a course through which
the rich families begin to progressively dominate and control the
TCCS to their financial advantage., Furthermore, in so-called urban
low-income communities such as at Navagampura where there exists a
sizeable number of high-income families, if an urban TCCS (or an 'Ur-
ban Thrift') is established, it can very easily fall under the control
of the relatively 'rich' class because the rural social norm that
constrains such families from participating in a TCCS does not apply

in an urban context., Navagampura, however, does not have an 'Urban
Thrift',

in the rural context, therefore it is to the middle-income fami-
lies that the TCCS makes its appeal., Middle-income families constitute
the largest category of families in any village. Among them, some
persons work outside the village on a regular basis either for busi-
nessmen or else on plantations. Such families find it possible to
obtain loans on easy repayment terms from their employers : The TCCS
is therefore n.,. a very relevant institution for them. Thus the TCCS
is most relevant to that category of persons who are self-employed
in economic activities which :

- Are small in scale and level of investment;

- Are confined to the village or its immediate outskirts; and

- Do not entail continuing economic/business relationships with

affluent persons.

As the loans given out by TCCSs are small, they are useful only
to such persons whose level of investment is also small. For instance
in an up-country vegetable~farming economy where small farmers need
to invest heavily on seed material, fertilizer and agro-chemicals,
the TCCS system as it functions today cannot intervene to meet their
credit needs. In a small-scale marine fishing economy too, where the
credit needs of mechanised artisanal fishermen are high (e.g. for
repairs to boats and engines, replacement of damaged fishing gear
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etc), the TCCS does not appear to be a useful credit institution.
In the rural context therefore, the TCCS can usefully service middle-
income level self-employed families engaged in economic activities
with a relatively low level of investment in or around the village
itself. Sarumellagaha (Galle district), Hirigama and Pahalagama
(Matara district) and Minirankuliya (Puttalam district) provide a
substantial number of families having the appropriate economic back-
ground for meaningful participation in a TCCS. It is also seen that
it is such families whose economic ties are largely within the village
rather than outside the village that have a vested interest in making
a success of a village level institution that bases itself on the
mobilisation of village level resources; those whose economic hori-
zons are largely outside the village would not commit themselves in
the same way to making a success of a TCCS.

When a TCCS evolves and develops on its own, the above defined
categories of families would comprise its membership. But when the
process is expedited so that TCCSs may be formed at village level
to handle NHDA housing loans under the RHSP, families which on account
of their socio-structural position cannot contribute to the long term
success and s.ability of a TCCS may join it merely in order to get
access to NHDA housing loans. These would include families whose eco-
nomic horizons largely lie out-~ide the village; families whose econo-
mic activities are not based primarily in or around the village but
outside. It is such families, which, not having a vested interest
in making a success of an institution such as a TCCS, tend to default
in loan repayment; not because they cannot afford to pay but because
they are not willing to do so.

Aumugam  Kendasomy of Kudiputhinippi (Jaffna distried),
aged 50 is a postman having 2 sons and a daughten, His
monthly Jincome is anound Rs,2000/-, He 4Lives in a mud
Lased house thalched with Palmyrah Leaves. He had collected
sufficient money to duild a house Quit applied forn a NHDA
housing fLoan to the TCCS, The TCCS President who was also
a netuned public servant necommended a fLoan of Rs.7500/-
and punsuaded the housing sub-committee Lo approve his
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necommendation, Kandasamy took the Linst instalment ol
Rs,4000/- CQut id not even cormence ullding his house,
He coes not even repay the foan, He explains his Lailune
2o build the house on nejay the foan by saying that both
his sons have been annested By the secunity fLonces and
that all the money he had, including the fLoan instalment,
has Leen spent on trying to get the sons released, Because
of the arnest of his sons, the politically-oriented SSO
has nol ZLaken any steps to get him to build his house
and nepay the foan, In neal fact, Kandasamy is an atlluent
man who has no wvested intenest in making a success of
a village Level cnredil institution Like the TCCS, Iis
economic honizons are Langely outside the vilfage,

Weerasinghe (udalali of Hirigama (Matara district)
<is a memben of the TCCS, His monthly .income is around
Rs,3500/-, He in a nich Land ownen with inherited wealth,
He is a memben of the TCCS committee. Living in a well
constructed house of 1500 Sg.fleet, he oltained « NHDA
Loan of Rs,3500/- faom the TCCS fon constructing a kitchen
of 500 Sq.ft. Weerasinghe is the wonst Loan defaulien
of the Hinigama TCCS, He had defaulled 8 Loan instalments,
Weerasinghe, thouyh a memben of the TCCS Committee, does
not neally have an intenest in making a success of such
a villuge level credit institution fecause his economic
honizons are well outside the nillage,

The economic context of the urban poor is qualitatively different
from that of the rural poor. To start with, the economic ties of urban
garden families such as those of Navagampura are almost entirely
outside the settlement : (see Fernando. Sunimal, et al : December
1986). The urban garden is the place to which people return in the
evenings after working in various parts of the city. These economic
ties external to the local settlement enable the ma jority of urban

garden families to obtain loans, when required, from various patrons
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and employers. The ties that could link rural families to a TCCS do
not exist in an urban context.

Furthermore, the type of income-generating investment that is
made by entrepreneurial families of the urban poor is generally a
high-risk high-capital investment which differs qualitatively from
the low-risk low-capital investment made by the middle-income self-
employed persons in rural society. Whereas the latter type of invest-
ment can be supported financially by a TCCS, the former type of inve-
stment cannot fit into a TCCS loan portfolio. In May 1987, the 'Urban
Thrift' at Nugagahapura, off Polhengoda road in Colombo, gave out
10 project loans of Rs.1000/- each to members to start a small-scale
business such as selling eggs, rice, vegetables, kerosene, firewood
etc., These loans are payable in 1% years at 14% annual interest. It

is still too early to monitor the progress of such loans given through
an 'Urban Thirft'.

A study of the Urban Thrift at Gotamipura off Gotami Road (TCCS
established in February 1986) and Nugagahapura (TCCS established in
November 1986) in the city of Colombo showed that in an urban context
TCCSs perform an important function in providing emergancy loans to
its members. Whereas in the rural context an emergency loan of Rs.100/-
or more can be very easily obtained on trust without any interest
from a relative, friend or neighbour to be returned in a day or two,
in an urban context such a loan carries an interest rate of 10% per
day. Often such a loan of Rs,100/- or more also requires security
in the form of a chair, a saree, a piece of clothing or a piece of
furniture. In both 'Urban Thrifts' studied, a substantial number of
emergency loans of Rs.100/-, repayable in one month, have been given
out to members at an annual interest rate of 147, The repayment rate
of emergency loans in 1986 at Gotamipura was 94%. NHDA housing loans
under the UlISP however have not been given through TCCSs in Colombo.
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TCCS AND THE QUESTION OF LEADERSHIF

It has been shown earlier that village level institutions such
as the Funeral Aid Society and the TCCS which function by mobilising
and managing village level resources, throw up a leadership that dif-
fers in quality from the leadership of village level organisations
that draw resources to the village by mediating between the village
and the external political system represented by the MP. The two kinds
of organisation require two kinds of leaders.

The de-facto TCCS 1leader is either the President, Secretary
or sometimes the Treasurer. As the TCCS, like the Funeral Aid Society
draws its resources from the village itself and not from the external
political system which controls State resources, its leader derives
his/her legitamacy from the people and is in turn totally account-

able to them, and not to a force external to the village such as the
MP.

To be able to manage with responsibility resources that have
been contributed by and belong to the people (in contrast to what
is perceived as 'resources belonging to the State'), it has been
found that people at village level identify certain qualities as cons-
tituting those of a desired TCCS leader.

- lle must have economic strength in his own right. The leader
works voluntarily and must be affluent enough to be able
to spend a substantial part of his time on TCCS work without
payment.,

- He must have sufficient leisure which he could devote to TCCS
work,

~ He should not be one who aspires to political power by funct-
ioning as a village level political agent or broker of the
external political system. In other words, he could have de-
finite political commitments to one political party or an-
other, but he should not be a village-level 'political agent'
of the MP.
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- He should have the respect of the people mingled with a small
degree of fear, which he wins on account of his intrinsic
personal qualities,

- He should have displayed a commitment to working for the vil-
lage.

- He should have a reputation for financial integrity when it
comes to the handling of other people's resources. He should
be trusted by the village in financial matters.

~ He should have the correct mix of moral and economic power
to 'socially influence' people.

It is seen empirically that wherever the members of a TCCS are
unable to find a single person possessing most if not all the desired
qualities for leadership, they identify two persons who between them
possess all the desired leadership qualities, and elect them to two
key posts, each to balance the other. For instance at Hirigama (Matara
district), the President who has most of the desired ingredients of
leadership except a reputation for financial integrity is balanced
by a treasurer who has an unblemished reputation for honesty, is res-
pected, but working as a post-master does not have sufficient leisure
to devote to voluntary work. The secretary is a schoolgirl, At Paha-
lagama (Matara district), the president, an Ayurvedic doctor,is a
much respected man with economic power and the ability to socially
influence people while the secretary has most of the other leadership
ingredients except economic strenght and a reputation for honesty.
At Sarumellagaha (Galle district) which is a very old TCCS, the pre-
sident, secretary and treasurer together have the desired leadership
qualities. The president is an cconomically powerful and socially
respected landowner with an unblemished reputation for honesty. The
secretary is a school principal who is very clever and efficient but
without a reputation for financial integrity and not having the cor-
rect mix of moral and financial power to be gsocially effective, The
treasurer, son of a former traditional village headman has a reputation
for honesty and the power to socially influence people., At
Minirankuliya, the TCCS Secretary is an honest young man with a
reputation for honesty but without the necegsary degree of economic
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strength and social prestige for leadership. A void in leadership
in this village was successfully filled by a Buddhist monk from an
affluent temple in the village. The monk, who is president of the
TCCS has all the desired qualities for leadership., It is also seen
that in all the cases studied, the TCCS office bearers are identified
with one political party or the other, but none of them have sought
to carve out for themselves a role of 'MP's Agent' in the village.

Ardyasinghe, president of the Sarumellagaha TCCS,
(Galle district)is a netined school principal aged 65,
Hle Lelongs Lo an affluent family. His fathen was a Land-
ownen in the village. The family had a tradition of socicl
service in the village, having regulanly donated Funds
fon the development of the school and of the village tem-
ple, One of Aniyasinghe’s bLnotheas is a monk in a nearly
temple while anothen frothen is a nretined hospital over-
seer, Living in Galle, Aniyasinghe's daughter is a grad-
uate teachen : Mis othern daughter is a Bank clerk: One
son 44 a clerk in a goveanmeni Coaponation, Aniyasinghe’s
son wonked hand fon the SLFP at the 1970 genenal election.
The fathen too is a SLFP supponten, Aniyasinghe has eco-
nomic sirength in his own ~ight and learns a nreputation
Lon  Linancial inteyinily., Being a retined person with
prdivate sounces of income, he has plenty of time to de-
vote to 7CCS activities, Despite his political connections
with the SLFP, Arniyasinghe did not use his influence with
the parly to nreceive political patronage eithea fon him-
self on forn any memben of his family duning the SLFP
govennment of 1970-1977,

Panditha Buddharakkita Thero aged 45, is President
0. the Minirankuliya 7TCCS (Puttalam district) which he
indtiated in Decemlen 1984 on his netusn to the village
£aom India whene he had gone fon highen neligious inaining,
He is a supporten of the UNP (ut not an active memlben
of . lHe has the confidence and suppont of the opposi-
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tion SLFP as well, Rev: Buddharakkita is also the Lounden
of the Olcott Canpentrny Training Centre of Minirankuliya
as well as of the focal Funerul Aid Society, He is hightly
nespected in the village and has a reputation fon Linan-
cial integrity., He is perceived Ly the villagerns as a
penson who wants to help the Local people and as one who
has the competence and the integrity 2o do 40,

7.8, Jayawardane, aged 60, is secretany of the Pahala-
gama TCCS (flatara district), He is a full time wonken
in voluntany onganisations and has leen 40 throughout
his adult Life. He has 6 children, all of whom are em-
ployed in government service ¢ Juyawandane was alle to
gel jols fon his children through personal contacts he
made din the counse of his wonk in voluntany organisal -
dons, fHe has held office in a farge numben of village
and district fLevel voluntany onganisations, Though a fand-
ownen, Jayawardana does not have economic strength and
he s thenefone penceived as a man who makes money fLon
himsell through the voluntany onganisations in which he
holds office. Not only does he have plenty of Lime ito
devote to voluntany onganisations fui he also has a greatl
deal of expenience in voluntany activities, He is a sup-
porten of the UNP Lut is not an active, party wonrken,

The President of the Kudiputhinippw New TCCS (Jaftna
dirtrict) is HKendasemy, a nretired clenk aged 60, He is
a highly nrespected peason having economic strength .in
his own night, Aften nretining from government service
and  netunning to the village in 1981, Kandasamy showed
thal he was keen to wonk fon the lettenment of his vild-
age. fe enjoys social powern in the village on account
of a combination of his economic strength, neputation
fon honesty and commitment to village-Level deualop@mt.
He is not active in politics.
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Rita Selastian is president of the Women's TCCS of
Kudiputhinippu (Jaftna district)., She is a netined 4chool
Leacher aged 58, The Live-wire of the sociely, howeven,
45 the secretany who s a needle-wonk teachen aged 45,
She 4is a neputed social wonkern with a high nreputation
fon dntegnity, She was inspined to start social service
wonk among the needy women of the village 8y the Catholic
Chunch, With the encouragement and guidence of the chunch,
she Look the initiative to fonm the Women's TCCS, Whife
she has a nreputation fon effiancy and commitment, the
president commands greater nespect and enjoys a gneaten
degree of social powen than the secnetany.

TCCS AND THE QUESTION OF INTERNAL INTEGRITY

Internal integrity is the hallmark of a successful TCCS and
a sine-qua-non for its successful functioning., Internal integrity
results from :

- A catalytic leadership which draws its authority in the vill-
age from the people and not from a source of power outside
the village.

- a membership which knows one another well, meets often, and
perceives itself as being responsible and answerable to each
other,

- A membership which has a vested interest in making a suc-
ces of a village level credit institution because their own
economic ties and networks are largely in and around the vill-
age and do not extend outside.

A combination of the above factors was found to generate an
internal integrity vital to successful performance by a TCCS. The
above pre-conditions for success were, however, not seen to be present
in urban garden communities, As shown in the earlier study (Fernando.
Sunimal et al : December 1986), urban garden community leadership
is structurally a function of external connections : only those with
good external connections structurally qualify for urban garden leader-

ship. Socio-structural processes intrinsic to the very nature of urban
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garden communities, constrain the emergence of leaders who derive
their power from the people rather than from their outside connect-
ions. Members of an urban garden community, too, spend most of the
day outside the settlement and return home only in the evenings after
work. Their main economic and social intrests are located outside
the settlement, in and around their respective places of work, It
is difficult, in these circumstances, to find in an urban garden,
a community of economic and social interests which would structurally
commit urban garden families to working to make a success of an
'Urban thrift'. The type of unity that prevails in an urban garden
derives from an entirely different source : The need to stand together
against the authorities who may try to evict the families from their
unauthorised settlements and the need to jointly negotiate with local
government authorities for better access to water, sanitation and
basic health services. The experience of the 'Urban Thrifts' at Gotami-
pura and Nugagahapura in the city of Colombo when viewed against the
experience of the 'Rural Thrifts' shows that socio-structural condi-

tions in urban gardens are constraining rather than facilitating
factors.

Even in the rural sector, it was found that the level of per-
formance of TCCSs varies with the degree of internal integrity., For
instance, it was found that human resource availability for TCCS
leadership is not evenly spread throughout the rural sector. Certain
villages are simply lacking in the type of leadership necessary for
a successful TCCS. Thus when the State intervenes to have TCCSs formed
in those villages which do not possess the appropriate human resource
for TCCS lcadership as defined above, the performance of such TCCSs
leaves much to be desired. The Hirigama TCCS (Matara district) is
a case in point. It was also observed that in those villages where
more and more families are economically, socially and politically
integrated into a socio-economic system external to the village, the
potential for a successful TCCS is low. In other words, a useful
hypothesis for a future study is that the level of performance of
a TCCS varies inversely with the degree of socio-economic incorpora-
tion of a village with the wider socio-economic system : The greater

the incorporation of village families with the extrnal socio-economic
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system, the smaller the potential for a successful TCCS, Once again,
when the State intervenes to set up TCCSs in all‘villages irrespective
of the socio-economic environment of each village area, the chances
of success will be greater in those villages which are less incorpor-
ated with the external system and less in those villages in which
more and more families are incorporated in their social and economic
activities with the outside. Similarly, as greater numbers of families
in ‘villages incorporate themselves into economic activities outside
the village, the social viability of the TCCS as a rural credit insti-
tution will fall.

Two factors make it necessary that the size of a socially via-

ble TCCS should remain relatively small :

- To be responsible and answerable to one another, the members
of a TCCS should be known to one another : They should consist
of persons who inter-relate with one another in their normal
social and economic life. The members should therefore come
from a small geographical area.

- If the catalytic leadership is to perform its functions vol-
untarily -~ without payment ~ it cannot handle too large a
portofolio of loans. The leaders have their own economic acti-
vities which would take up a reasonable part of their time.
The amount of work they can be expected to do for a TCCS with-
out payment is necessarily limited. Thus the total scope of
a TCCS has to remain restrained.

There is, thus, an optimum size-range for a TCCS : A size-range
within which members can interact effectively and leaders can handle
their tasks voluntarily. The optimum-range varies from area to area,
depending on the geographical and sociological layout of the human
settlement. In areas where human settlements are small and dispersed
such as in the small tank villages of the dry zone, a geographical
rather than a popular factor will determine optimum size. In densely
populated settlements such as the coastal settlements of the western
and Southern coast, optimum size will be determined by the population
factor and rather than by a geographical factor.
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For example, the Sarumellagaha TCCS (Galle district) which was
started in 1939 has 398 members. A few years ago, it had taken a deci-~
sion not to enroll any new members as it was becoming large. Very
recently, however, it relaxed its restriction on new memebership to
enable one person from each family which does not already have a member
to join the TCCS. This TCCS takes the GM area to be its operative
zone. The Minirankuliya TCCS (Puttalam district) whose operative zone
is the Minirankuliya GM area already has 435 members from 385 houses
This is a relatively new TCCS (just 3 years old) which decided to
function in a relatively large geographical area; the Minirankuliya
area being not densely peopled. The GM area of Minirankuliya is too
dispersed to be an area of effective interaction. Now, when a new
person aplies for membership, he/she is asked by the TCCS to bring
a letter of introduction from a recognised voluntary organisation
of his/her locality. In order to generate interaction among members,
this TUCS makes it compulsory for all members to attend at least 7
out of thz 12 monthly meetings held for an year. Similarly, at Saru-
mellagaha (Galle district), at least one member per household is com-
pelled to attend every monthly meeting of the TCCS.

While the Galle district insists unrealistically that a GM area
can have only one TCCS, the Matara, Puttalam and Jaffna districts
permit more than one TCCS to be formed within a GM area. For instance
the two TCCSs studied in the Matara district operate in two separate
villages of the same GM area. The Hirigama (Matara district) TCCS
has only 70 houses within its operative zone. Living within a small
settlement., the members meet each other frequently and internal integ-
rity is more organic when compared with Minirankuliya. Neither the
Hirigama nor the Pahalagama TCCS (Matara district) with a membership
of 157 and 162 respectively exercises a compulsory attendance rule
while reserving the right to cancel membership if a person continu-
ously fails to attend the monthly meetings.

Though Puttalam and Matara, while allowing more than one TCCS
to be formed within a single GM area, insists that the operative zones
of different TCCSs cannot overlap, the Jatfna district not only per-
mits more than one TCCS within a single GM area but even allows the
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operative zones of different TCCSs to overlap one-another. The Kudi-
pﬁthirippu GM area already has seven TCCSs with overlaping operative
zones. The oldest of these, known as the 'The Kudiputhirippu New TCCS'
was formed in 1980 and has a membership of 120, The 'Kudiputhirippu
Women's TCCS' with a membership of 68, was formed in 1984. The 'Kudi-
puthirippu People's TCCS' which has 23 members was formed in 1985,
The 'St Anthony's Women's TCCS', formed in 1987 has 24 members, while
the other three TCCSs which were also formed in 1986/87 have around
15-25 members in each, There is no compulsion about attending meetings.
For one thing, such a rule would not be viable in the unsettled cond-
itions of the north,

As much as population and geographical factors influence the
optimum size of a TCCS, a relevant sociological factor affecting size-
range cannot be overlooked. There are certain localities where parti-
cular caste groups do not efficiently interact with one another. Where
these sociological conditions prevail, forcing non interactive caste
groups into a single TCCS through the bureaucratic imposition of a
membership rule will not generate the internal integrity within a
TCC5 necessary for its effective functioning., In the Galle district
wvhere a bureaucratic rule decides that there can be only one TCCS
in a GM area, it was seen how in a particular area (outside our sam-
ple), a caste group which was socially non-interactive with the caste
group that dominated the existing TCCS made representations to their
MP, requesting that they be allowed to form their own TCCS. The MP
thereupon requested the AGA concerned to permit that caste group their

own TCCS as an exception to the prevailing rule.

The optimum size-range, the degree of internal integrity and
the local availability of the appropriate human resource for leader-
ship combine to determine the level of performance of a TCCS. If a
TCCS is smaller than its optimum size~range,as it seems to be the
case in a majority of the Kudiputhirippu TCCSs (Jaffna district),
it will not be able to build up a large enough capital for its
effective functioning. On the other hand, if a TCCS becomes larger
than its optimum size-range either in terms of its membership or
in terms of its loan portfolios, it will begin to move away from
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voluntariness towards a paid bureaucracy and awvay from operational
flexibility towards working within a relatively rigid system of
impersonal rules and procedures. TCCSs can retain their present
character as long as their scope remains small. If they are made to
handle larger and larger portfolios of rural loans by the State, they
will undoubtedly have to transform themselves into a different kind
of rural institution : Into a kind of rurally-located bank that is
bureaucratically managed.

TCCS AND THE QUESTION OF SCALE

From 1986, with the decision to grant NIIDA housing loans through
TCCSs, there has been a leap in the momentum of growth of TCCSs, in
Sri Lanka.

When the TCCS movement expands against the background of a gov-
entm:ntal decision to use it as the vehicle for channeling NHDA hous-
ing loans to the rural sector, there is a strong possibility that
TCCSs would develop not as a rural savings and credit institution
but as an instrument of housing credit. In the four new TCCSs of Kudi-
puthirippu (Jaffna district), NHDA housing loans were seen to domi-
nate the total loan portofolios. It was also seen that these four
TCCSs were formed merely for getting access to NHDA housing loans.
The perception of the local people was that the more TCCSs there are
the greater will be the number of housing loans received by the vil-
lage : and in the course of the first half of 1987, each of the new
TCCSs received at least one housing loan from NHDA.

The situation seems to have been different in the TCCSs studied
in the Sinhala-speaking districts, where NHDA housing loans did not
dominate the total loan portofolio to the same extent. The situation
is alsc similar in the older TCCS of Kudiputhirippu (Jaffna district).
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Propontion of NHDA housing Loans in the
total Loan portfolio of TCCS4s

Name of the TCCS and !ean % of NHDA doans in the
Loan_pontflolio
Sawumellagaha (Galle) 1986-87 40%
Pahalagama (Motana) 1986-87 56%
Hirnigama (Matana) 1986-87 25%
Minirankuliya (Puttaloam) 1987 79%
Kudiputhinippu Women's TCCS (Jaffna) 1987 22%

It is now a part of government policy to have TCCSs formed in
the rural sector. In the Jaffna district, the initiative is taken
by the SSO who motivates people to organise themselves into TCCSs.
He then arranges with the Co-operative Inspector of the area to form
the TCCS which is then registered with the ACCD. In Jaffna, there
is no stipulation that a TCCS should hold a minimum number of meet—
ings before it qualifies for registration with the ACCD or with the
District Thrift and Credit Union (DTCU).

In Galle, the initiative is taken by the AGA, who on his divi-
sion day, encourages his GSs and SSOs to form TCCSs in their respect-
ive arcas. The GS and SSO contact people who they think could be the
nucleus of a TCCS, arranges a meeting in the village and requests
the AGA to attend it. The AGA in turn asks the NHDA and the ACCD to
send their officers to such meetings for the formation of the new
TCCSs.

In Matara, the initiative is taken by the ACCD and the DTCU
rather than by the AGA. The DTCU of Matara is stronger and more eff-
ective than the DTCU of Galle. It has an Education Committee consist-
ing of some members of its Board of Directors and 12 chonge Agents
- one for each AGA division. The Change Agents consist of office
bearers of active TCCS, selected by the DTCU. Their task is to moti-
vate people to form TCCSs. They work on a voluntary basis; only their
travel costs are re-imbursed by the DTCU. In Matara, it is the DICU
Change Agents who take the initiative to expedite the extension of
the TCCS movement. They get the support of the GS, SSO, AGA and HO/NHDA
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However there are instances in the Matara district where the initiative
was taken either the AGA through the GS/SSO or by the ACCD through
the Co-operative Inspector (CI). There is no formal system of
collaboration between the DTCU, ACCD, AGA and HO/NHDA, Any one of
them can take the initiative and invite the others to collaborate.

In Puttalam the initiative is taken by the DTCU and the ACCD.
The AGA only helps them, The Puttalam DTCU has 15 Change Agents who
comprise active office bearers or members of existing TCCSs, Their
task is to go into villages and motivate people to form TCCSs. In
forming TCCSs, the DTCU Change Agents obtain the active collaboration
of the Co-operative Inspectors (CIs) of the respective areas. For
every TCCS formed and registered, the ACCD pays an incentive bonus
of Rs.150/- to the Change Agent and Rs.180/- to the CI if registrat-
ion has taken place after 3 TCCS meetings or Rs.200/- and Rs.240/-
respectively if registration has been after 4 meetings. Of the 15
Change Agents, 9 have been very active. One has been responsible for
the formation of 26 TCCSs; another for 8 TCCSs; three respectively
for 7 TCCSs each; one for 3 TCCSS; snd one for 1 TCCS.

In Galle, a TCCS qualifies for registration with the ACCD after
holding 2 monthly meetings. In Matara a TCCS needs to hold 3 monthly
meetings before it can be registered by the ACCD, while in Puttalam
it is only after a TCCS holds 3-4 monthly meetings that it would
qualify for registration with the ACCD. Registration with the DTCU
follows registration with the ACCD. The TCCS has to follow certain
procedures and pay a stipulated deposit to the DTCU before it is in-
covporated into it. After this, a TCCS can receive NHDA housing loans.
From the time a new TCCS is initiated, therefore, it takes on the
average 4-6 months in the Galle, Matara and Puttalam districts before
it can receive NIDA housing loans. In the Jaffna district, however,
as these same procedures are not being followed, a new TCCS qualifies
for NHDA housing loans in a much shorter period of time.

'As the TCCSEP commits itself to expanding the TCCS movement
'in scale' - i.e. to the rapid expansion of the number of TCCSs in
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the country, the level of management efficiency of the new TCCSs be-
comes a question. It was observed that this remains a problem despite
the fairly basic training programmes organised for TCCS officers by
the DTCUs. CIs act as trainers in most of these programmes, In Jaffna,
the DTCU conducts a 3 day course on book-keeping and basic management.
In Galle, the DTCU trains TCCS office bearers and committee members
in book-keeping and basic management with the close collaboration
of the ACCD and his officers. In Matara, the training task is largely
handled by the DTCU Change Agents, while in Puttalam the DTICU colla-
borates with the ACCD's office in conducting 1-3 days courses on book-
keeping and management for TCCS office bearers with CIs acting as
the trainers.

It was observed that a more imaginative training thrust would
help the new TCCSs to emerge as strong rural credit institutions.
NGOs could play a bigger role in the training of TCCS persons by de-
veloping more innovative training programmes through which TCCS
leaders could he stimulated to move into new and innovative types
of savings and credit activities. A carefully structured local exch-
ange programme in which different TCCSs visit each other to share
each other's experiences and knowledge could be the basis for yet
another type of innovative training dapproach - i.e. an approach which
trains TCCS officers through ‘'direct learning' from each other., In
Sri Lanka, little attention is paid to the development of appropriate
management techniques, methodologies aii management tools for village
level organisations. Development Support Agencies would do well to
direct morc resources for Managener.. Training., At present, there
is not even a practical management manual for village 1level

organisations available for use in Sri Lanka.

Today, the hundreds of new TCCSs that are being formed under
the TCCSEP operate at uneven levels of managerial efficiency.
- Some are open for financial transactions throughout the week,
even into the late evenings.
- Some are open for financial transactions only on week-ends,
- Some conduct financial transactions only at monthly general

meetings,
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- Some have permanent offices
- Some have no office from which to operate.

TCCS AND THE QUESTION OF PARTICIPATION

Women's participation is relatively high in the TCCSs studied
in Sinhala-speaking districts. In the G area studied in the Jaffna
district, there were some TCCSs only for women. It was observed that
in village society, women have more free time then men to attend meet-
ings., Also savings on a small scale and in small amounts falls large-

ly within the range of women's activities in rural areas.

% of women in TCCS membershipn

Sarumellagaha (Galle distinict) 74%
Hirigama (Matara distnict) 62%
Pahalagama (Matana district) 60%
Aininankuliya (Putialom district) 55%

In these same TCCSs, the over - 40 year age group dominated
the membership except in the case of Minirankuliya.

"

o 0f cven - 40 year old pensons in TCCS membenship

Sanumellagaha (Galle district) 60%
Hirnigama (Matana distnict) 72%
Pahalagama (Matara disiaict ! 74%
flininankuliya (Puttalam di taict) 45%

It was seen that the age composition of TCCS members is related
to the employment structure of the village. A large percentage of
TCCS members were found to be self-employed persons who had organised-
small-scale economic activities around themselves either within the
village or immediately outside. It is such self-employed persons oper-
ating on a small-scale who need access to small loans which TCCSs
can provide. In Sarumellagaha (Galle district) young people work as
labourers in nearby tea estates, in bakeries, for carpenters and masons
outside the village and as helpers for loading passengers into pri~-
vate buses in the Galle bus stand. In Colombo, many of the older
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people arc self-employed in or just outside the village and it is
their families that find the TCCS to be useful. At Hirigama and Paha-
lagama (Matara district) too, the youger people go out to work as
labourers while many of the older people are self-employed within
the village as coir-makers, lace-makers, carpenters and masons. At
Minirankuliya (Puttalam district) in contrast to the Galle and Matara
district TCCSs studied, the older people work as cultivators and agri-
cultural labourers while it is the youth who are engaged as small
entrepreneurs, small traders, carpenters, poultry-farmers etc. There-
fore it is not surprising to find a dominance of youth in the TCCS
membership at Minirankuliya, Also, as seen at Minirankuliya, Muslims
do not participate in a TCCS becavie their religion does not permit
them to collect interest.

HOUSING LOANS : SUPPLY AND DEMAND

Information about the availability of NIDA housing 1loans is
communicated by the TCCS to its members at a monthly meeting. Any
member who has paid up his share capital of Rs.100/- in Sinhala-speak-
ing TCCSs and Rs.25/- in Jaffna district TCCS studied and has a mini-

mum savings deposit of Rs.200/- in the case of only Sinhala-spesking
TCCSs can apply.

7CCS and Year/Yeans No of appli- No of lene- Perceniuge of
cants Lon ficianies  demand supplied

housing Louans

Sarumellagaha (Galle): 1986 755 71 46%
Hirigama (Platana): 1986 32 7 22%
Pahalgama (Matara): 1986 56 8 14%
Mlininankuliya (Puttalam): 1986 15 14 . 93%
6 TCCSs of Kudiputhinippu

(Jatfna); 1986/87 38 11 29%

It was also seen that as in the case of housing loans given
through the GMs, the 'Tenancy Criterion' laid down in the RHSP guide-
lines was interpreted so flexibly that it did not present any const-

raint to the access to housing loans., As in the case of housing loans
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given through GMs, the 'Age criterion' laid down in the RHSP guide-
lines did not present a constraint at operational level.

Age of De-Facto Beneficianies in TCCSs
( % frequency distrilution )

Age gnroup Galle, Matarna, & Putialam datina district
| district sample TCCSs sample TCCSs
Below 35 yeans 34 14
36 - 50 yeans 40 86
51 - 70 yeans 26 -
Over 70 yeans - -
100 100

The educational levels of the beneficaries » 2 similar to those
of beneficiaries under the GM system. However the employment profile
of the beneficiaries shows that under the TCCS system there has been
a relatively stronger focus on non-farm self-employed persons. Like
in the case of beneficiaries under the GM system, significant diff-
erences are also seen between the employment profile and educational

porfile of Sinhala-speaking and Tamil-speaking beneficiaries.

Educational Level of Beneficiaries in TCCS4s
( % Zrequency distrilution )
Educalional Level Galle, Mutara, & Putitalam Jatina district

Lantnict sample TCCSs sample TCLS»
Lllitenate 4 -
Grude 1 -5 24 -
Grade 6 - 8 30 37
Grade 9 - 10 36 30
Grade 11 and alove _6 33

-~
o
(=)

-~

(=

(=)
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Employment Profile of Beneliciarnies in TCCSs

( % trequency distribution )

Loyment

Agnicullune : self-employer

Non fLanm : self-employed
Agnicultural Lalounen
Non fZarm fLabouncn
Salanied : Govt/Conp:
Salanied : Private secton
Othen

Galle, Motona & Puttalom  Jaffna district
district sample TCCSs sample TCCS4
12 27
42 27
9 78
10 -
11 78
170 10
] —_
100 100

it is also seen that the quantum of loans received and the size
of house built/upgraded under the TCCS system remains similar to what

prevails under the GM system of loan disbursement.

Size of MDA Housing Loan given through TCCSAs

( % frequency distrilution )

Quantum of Loan

Ras
Below 3000
3007 - 4000
4007 - 5000
5007 - 6000
6001 - 7000

Over 7000

Galle, lMatara & Putialam datina district
district sample TCCSs sample TCCS»
30 -
38 25
10 25
- 50
22 —_
100 100

Size of House built/upgraded with NHDA Loan gqiven through TCCS4s

( % Zrequency distnilution )
Galle, lMatarna & Putialam
distrnict sample TCCSs

S—(:ZQ (4(1-;&‘—.

Below 250
251 - 500
501 - 750
Over 750

daffna district

sample TCCSH

62,5
37,5

100
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ROLE OF GOVERNMENTAL OFFICERS

Under the TCCS system of granting NHDA housing loans, the HO/
NHDA exercises, in practice, less power than under the GM system,
Within the power structure of the AGA office, the HO is not able to
display the same importance and power that he enjoyed under the GM
system of NHDA loan disbursement. lle does not find TCCS chairmen coming
to him to get forms filled and loan instalments expedited as he did
when NHDA loans were disbursed through GMs. The HO has less occasion
to display his authority.

The close association of the HO, SSO and GM chairman disinter-
grates when housing loans are given through TCCSs. The TCCS relates
to the HO in a impersonal and bureaucratic manner. The relationship
is a formal one. Wherever a TCCS prepares a priority list of applicants
or whenever loan instalments are due to beneficiaries, the TCCS
formally informs the HO who comes to inspect the houses and make his
recommendations., The relationship between the TCCS chairman and the
HO was observed to be a purely formal one, unlike the relationship
between the HO, SSO and GM chairman when NHDA loans are given through
the GM system. However it was observed that the formal relationship
did not constrain the progress of the rural housing process in any
way. The pressure on the HO by the DM/NHDA and AGA to show results
was strong enough to motivate him to minimise delays. In fact, the
time lag between the loan application and receipt of first instalment
was actually less than in the case of NHDA loans granted through
the GM system.

Time fag lLetween foan application and recelpt
of Linst instalment Qy leneficianies in TCCSa4
( & Lrequency distribution )

Time fLag (moniths) Galle, Matana & Puttalam daline district
' district sample TCCSs sample TCCSA
Aelow 3 54 -

3~ 6 40 100

7 -9 ¢ -
10 - 12 2 -

-~
o
o
S
(e
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When NHDA housing loans are channeled through the TCCS system
rather than through the GM system, the GM loses its power to distri-
bute patronage in the form of NHDA housing loans. Under the TCCS
system of MNIDA loan disbursement, the priority list of beneficiaries
is prepared by the TCCS and sent to the GM for endorsement. The GM
can either endorse the list prepared by the TCCS or refuse to do so.
Tf the GM decides to object to the whole or a part of the list, it
has to provide adequate reasons for doing so. The TCCS-GM relatioship

can be smooth or strained. The local situation varies from place to

place. The relationship expresses itself in a variety of ways, depend-
ing on local circumstances.

At Sarumellagaha (Galle district) the TCCS and the GM active-
ly work together : Close personal linkages between the TCCS
chairman and the GM enable the latter to participate inform-
1ly in the selection of beneficiaries and the inspection of
houses.

At Kandy, the TCCS chairman and the GM chairman relate to
each other as members of the housing sub-committee of the
GM, through which they work out the modalities of collabora-
tion.

At Minirankuliya (Puttalam district) in 1986 the GM chairman
and the TCCS chairman were one and the same person. In 1987,
the TCCS chairman successfully nominated one of his own sup~
porters for the GM chairmanship while retaining the TCCS cha-
irmanship for himself. The GM chairman of 1987 remains an
active member of the TCCS.

In certain areas, the SSO mediates between the TCCS chairman
and the GM chairman. In certain other areas the AGA mediates
to ensure that the GM chairman does not jeapodise the 1list
of a TCCS he does not like,

In certain areas the GM chairman manipulates to set up a TCCS
under the leadership of his own nominee. For instance, at
Wattegoda (Matara district), the CM chairman himself took
the initiative to organise a TCCS in 1987 under the chairman-
ship of his own wife,

In a certain TCCS, (outside our sample), the TCCS chairmanship
sends his priority list direct to the AGA who sends it to
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the GM chairman with a personal request that he approve the
list: The GM chairman does so because he does not want to
displease the AGA.

Structurally the TCCS does not perceive itself to be subordi-
nate to the GM. Because of its lack of control over resources, at
village level the GM continues to be perceived as yet another village
level institution rather than as a super-ordinate organisation that
stands above its constituent member organisations. To ask a TCCS to
have its list of proposed beneficiaries approved by the GM therefore
tends to be fraught with resentment. TCCSs would generally not resent
being asked to have their decisions approved at a super-ordinate stru-
ctrual level - e.g. by a Pradeshiya Mandala (PM) or by the MP., But
the GM-TCCS relationship is perceived by the TCCS to be one of equa-
lity.

SELECTION OF BENEFICIARIES BY TCCSs

Priority 1lists of beneficiaries are discussed and modified/
approved at a general meeting of the TCCS, attended by its members.
The TCCS ic primarily a kind of business organisation. Its decisions
are guided by the norms of efficiency and financial viability rather
than by those of equity and concern for the poor. As a business orga-
nisation, a TCCS would give out loans only to those it confidently
feels will be able to repay. A TCCS will not consider questions of
equity wnen preparing its loan portofolio. Affordability and ability
to repay alone will guide the selection of beneficieries unlike in
the case of GMs where the equity factor was also seen to influence
decision-making.



~-177-

Access Lo housing Loans through the TCCS sratem fon
Lamibies with ¢ monthly income of Less than Rs, 700/~

7CCS _and yean % of fenelicianies with a
monthly income of fess
than Rs.700/-

Saumellagoha (Gulle) 21986 0 %

Hirnigama (Matara) 271986 0 %

Pahalagama (latara) 71986 12,5%

Minirankuliya (Puttalam) 21987 0 %

6 TCCSs at Kudiputhinippu (Jatfna) 21987 0 %

Piyadasa, aged 45, of Hirnigama (fMlatara distriict) is
a trden who owns a Lonny, He Lakes nrice and coconuts
Zrom Ditwella fon trade in Butiala in the Moreragala dist-
adet, His monthly income is anound Rs.3500/-, He is marnied
with 4 chiddnren and owns a 1500 sq.ft. house, He neceived
a NHDA Loan of Rs.3500/- from the TCCS to Lu.ild ¢ kitchen
Lon his house., He uses the kitchen Quild with the «id
of the NHDA loan 2o stone n~ice and coconuts which he
tekes fon sale in his Loany to Butiala,

Siniyawathie, aged 32, of Iirigama (Matarna district)
44 a spinsten who Lives alone in hern Lange house Located
on 5 acres of coconut land. She has 4 frothers who are
affluent tradens in Colombo sending hen money every month.
She oltained « NHDA floan of R4.3500/- from the TCCS o
plasten a nean pontion of hern Lange house.

Weerawandana, aged 55, 4is the scion of a old Leudal
Lamily Living in his wife's Walawa (manon house) in
Pohalagama (llatora district), He owned much property at
Middeniya in thr Hambantota district which he sodd and
dnvested in fLixed deposits from which he gels a regulan
income of axound Rs,2500/- a month., He oftained a {Loan
of Rs,3000/- from the TCCS towands the cost of a 1200
sq.fL, house which he 4is Building in the village as his
wife's Brothens have staked a claim fon the Walcwa,
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Having built his house within the limits of his income, the
owner of this house sets a valuable example for others to
follow,
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Although the RHSP guidelines permit the beneficiary to decide
on the repayment period of the housing loan, (an option of 15 years,
10 years and 5 years being available), it was seen that the TCCSs
studied did not give their members the frcedom to chose the repayment
period most suitable to them, While some - especially the older, more
experienced - TCCSs contracted the loans with their respective DTCUs
on a longer rcpayment basis while giving them out to their members
on a short repayment basis, others - especially the newer TCCSs -
contracted the loans with their DTCUs and also gave them out to their
members on short repayment terms while enjoying the right to contract

for a longer period of repayment.

Contractual period for Loun nepayment
s Repayment peniod Repuyment peniod Repayment
contracted fel-  contrated fel- peniod
ween TCCS and ween DTCU and contracted

Lenelicianies  TCCS Letween
NHDA
and _D7TCU
Sarumellagaha (Galle) 5 yeans 10 years 10 yeans
Hinigama (Matana) 5 yeans 5 yeuns 5 yeans
Pahalagama (llatara) 7% years 15 yeans 15 yeans
flindinanfuliya (Puttalam) 5 yeans 5 yearns 5 yeans

MONITORING OF HOUSE CONSTRUCTION AT TCCS LEVEL

For thce sdame reasons as discussed in an earlier chapter in re-
lation to the granting of housing loans through the GM system, it
is to the advantage of a TCCS to see that the housing units for which
loans have been taken are completed in the shortest possible time,
Next year's allocation of money for housing development depends on
this year's performance. 'Completion of construction of llousing Units'
is one of the two criteria on which performance is judged; the other
being loan recovery.

Unlike the GM chairman and SSO, who under the GM system of loan
disbursement take great pains to often visit the building sites, en-
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courage beneficiaries to complete their houses and help them overcome
building contraints, TCCS office bearers do not intervene in the build-
ing process in the same way. At Sarumellagaha (Galle dsitrict) and
Pahalagama (tlatara district) the TCCS president and the secretary
and the president and tresurer respectively did go round the building
sites but very infrequently. At Hirigama (Matara district), Miniran-
kuliya (Puttalam district) and Kudiputhirippu (Jaffna district), TCCS
office bearers were not known to have gone round the building sites
in their respective areas.

Monitoring of progress in house construction is effected form-
ally at monthly TCCS meetings. It is carried out in a business-like
manner at formal meetings by obtaining information on progress of
houscbuilding operations either directly from the builders or else
from other members. As TCCSs unlike GMs select their beneficiaries
entirely on grounds of affordability to build and repay, there is
no need for its officers to intervene with the builders and help them

overcome their building problems and complete their construction,

The level of physical progress in completion of house construct-

ion was found to be slightly lower in the TCCSs studied when compared
to the GiMs,

Level of complelion of construction within 1 yean ¢
( Housing Loans given through TCCSs )
( % trequency distnibution )

Progness Galle, Matara & Putialam Jalina district
district sample TCCSs sample TCCS4

Completed 70 75

Not completed fut bl

instalments neleased - -

Finst instalment

neleased But no wonk done 12 -

In process of construction 18 25
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LOAN RECOVERY AT TCCS LEVEL

TCCSs, unlike GMs, are essentially banking organisations. Great
emphasis is placed on good business management. Loan recovery is a
primary concern of a TCCS. As business-oriented banking institutions,
the TCCS s studied were seen to have taken steps by ensure loan
recovery by :

- Scrupulously selecting as beneficiaries only those who are
known beyond doubt to enjoy the level of income that will
be necessary to be able to repay.

- Holding monthly meetings of members at which progress of loan
recovery is disct -ed and defaulters - if any - 'exposed'
to their peers. . respect to these monthly meetings, TCCSs
were seen to enforce - either formally or informally - an
attendance norm on their members. The process of exposing
loan benefi:iaries to the social pressure of their peers is
built into the TCCS system,

Loan necoveny nates ¢ TCCSs

7CCS and yean Loan necoveny nate
Sarumellagaha (Galle) :1986 80%
Hirigama (Matanc) :1986 78%
Pahalagama (Matara) :1986 73%
Minirnankuliya (Puttalam) 21987 100%
Kudiputhinippu (Jalfna) :1986/87 91%

Though the loan recovery rate of TCCSs is often not 100%, TCCSs
are seen to honour their contractual obligations to the DTCU by com-
pleting the contracted instalment with their own funds while collect-
ing the amounts still due from their members later. In any case, even
if a TCCS remits to the DTCU an instalment less than what was actually
due according to the loan contract, the DTCU will often complete the
instalment with its own funds and honour its contractual obligation
to NHDA. Thus while NHDA records show a 100% or near 100% repayment
rate in respect of loans given through TCCSs, the real rate of loan
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repayment by beneficiaries to TCCSs at any point of time is lower
when viewed at TCCS level.

TCCS SYSTEM - COST EFFECTIVENESS AND CONVENIENCE

Although the disbursement of NHDA housing loans through the
TCCS system in the cases studied denies equity considerations, and,
by placing primary emphasis on loan recovery and good business
management, tends in practice to provide access to housing loans only
to the more affluent families in the rural sector, it commends itself

in many

other ways

It registers a higher level of loan recovery.

It helps develop a new rural credit institution at village
level,

It reduces the adminstrative costs of NHDA : whereas under
the GM system of loan disbursement NHDA has to service, moni-
tor and maintain separate files for every beneficiary, under
the TCCS system NHDA services, monitors and maintains separate
files not for each beneficiary but for each DTCU. Whereas
under the GM system separate cheques are issued to each bene-
ficiary, under the TCCS system NHDA 1issues just one cheque
to the DICU. The work load and therefore the administrative
costs of NHDA get dramatically reduced,

Beneficiaries under the TCCS system do not have to fill in
complicated loan application forms for NHDA; nor do they need
anymore to go to the NHDA office in the district capital -
sometimes at great inconvenience - to receive their instal-
ment cheques. Under the TCCS system, applications are re-
ceived and instalments are paid (in cash) by TCCSs at vil-
lage level itself,
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