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Urbanization and the consequent need for shel t e r  i n  the developing world are ' 

increasingly important issues. Ye Rave already heard an exce l len t  
presentation from Dr, Ramachandran o f  Habitat  on the scale o f  the problems. 
Urban growth rates continue t o  j a r  the imagination. By the year 201 0, urban 
p ~ p u l  ations i n  dew1 oping countries w i  11 surpass rural populations. These 
nations w i l l  a lso see a dramatic s h i f t  i n  the incidence of poverty. By the 
year 2000 rnose than ha1 f the d e s t i t u t e  w i l l  be 1 i v i x j  r'n urban places. This 
rap id  urbanizat ion i s  c reat ing  unprecedented pressure f o r  she1 t e r  and re la ted 
pub1 i c  services. Water, sani tat ion, heal th care, and education wi -71  be needed 
f o r  more than one b i l l  ion residents. 

Urbanization i s  not  an optional  matter t o  be addressed sometime i n  the 
futur-e. It i s  an urgent issue now and must be treated as a p r i o r i t y  
development concern -- one which i s  shaping the very pat tern o f  national 
economic growth, the settlement o f  vas t  populations, and the  social and 
p o l i t i c a l  s t ab i l  i t y  o f  many countries. The donor community is beginning to 
acknowledge the profound influence the urbanization process i s  havt'ng on 
nat ional  economic and social dereloprr&nt. A consensus is being formed t ha t  
improving the ef f ic ie f icy  and product iv i ty af ci t r 'es and towns i s  essentfal f o r  
fos ter ing  economic growth, C i t i e s  currently contr ibute over ha1 f of the gross ; 

domestic product o f  developing countries; by the year 2000 they probably w i l l  
account for  over two-thirds, And as the  locus o f  poverty sh i f t s  from rura l  t o  
urban areas, efforts t o  allev-iate poverty must increasingly be directed a t  
meeting the basic needs o f  urban populations. 

A t  the U.S. Agency fo r - i n te rna t iona l  Development, the lead respons ib i l i t y  for , 

addressing these problems rests wi th  the  Office o f  Housing and Urban 
Programs. Far more than 20 years, we hare been providing assistance i n  
shel ter and re1 ateb urbanization through our Housing Guaranty Program. 
Re1 a t w e  t o  a l l  U.S. assistance programs, the $150 to $200 m i l l  ion per year 
t ha t  we provs'de i s  small, On the other hand, this e f f o r t  -- which has 
amounted t o  over $1 .5 b i 7  1 ion i n  total assistance l o  more than 40 countries -- 
makes the Uni teed S ta te r  the  dominant b i l a t e r a l  donor i d  the sector. I 

Wkat I would 1 i k e  t o  do today i s  j u s t  make a few points about how we see the 
shelter problem and i t s  so'lutions, F i r s t ,  l e t  me describe the Housing 
Guaranty program and how i t works. In  essence, the HG program i s  a mechanism j 
f o r  chanell i n g  p r i va te  sector loans from the United States into shel t e r  i n  
developing eoun t r fes.  He provide a U.S. Government guaranty to  the p r i v a t e  . 
lender, Most often the d i r e c t  borrower i s  a Central Bank, finance min is t ry  o r  : 
other governmental entity t h a t  provides a hos t  country guaranty t o  repay; i n  
effect, it gets t o  use the do1 1 a rs  and i t  absorbs t h e  exchange ra te  risk, An 
equivalent amount o f  I ocal currency i s then made avail  ab7 e f a r  shel ter 
f inancing through intermediary 1 enders. Sometimes these intermediaries a r e  
national housing i ns t i t u t i ons ,  but increasingly we have been working t o  b r i n g  ; 
private banks, bui ld ing  societies and savings and loan associations i n t o  the 

! 

projects. : 
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I n  fact ,  our roots  r e a l l y  1 i e  i n  the pr iva te  legding industry. When we began 
i n  the ea r l y  l96Os, our geographic focus was l im i ted  t o  Latin America and the 
Caribbean. Our early e f f o r t s ,  and one of our g rea t  successes was t o  ass i s t  i n  
the c reat ion  o f  the p r i va te  savings and 1 oan system throughout La t in  America 
This system has experienced s i g n i f i c a n t  mutations, but i t  i s  s t i l l  going 
strong, mobil k i n g  resources and inves t ing  them i n  housing. Today we are 
ac t i ve  a1 1 over the d e w 1  oping world, supporting and working wi th  p r i v a t e  
lending . inst i tu t ions i n  A f r i ca ,  As ia  and t h e  Near East, as wel l  as the 
Americas, - -  

Our pro jec ts  are devel oped, imp1 emented, and managed under the d i rec t ion  o f  a 
worldwide s t a f f  based i n  seven regional o f f i ces ,  working as an in tegra l  pa r t  
o f  t h e  AID blission i n  any given country, In addi t ion to  the $150 m i l l i o n  i n  
shel t e r  1 oms t h a t  we make avai 1 abl e , we have other grant funds which we use 
t o  support our cap i ta l  assistance projects. This support takes the form of 
t ra in ing,  prov id ing supportive technical cooperation f o r  p ro jec t  design and 
imp1 ementation, and conducting research and project development ac t i v i t i es .  
Many of our shel ter projects are a1 so enhanced by our I everaging of other A I D  
resources -- Development Assistance and Economfc Support Funds -- fo r  both 
t ~ c h n i c a l  assi stance and capi t a f  devd opment. 

These a re  the basic mechanics and tool s o f  our program, b u t  they do not  begin 
t o  describe what we are t r y i n g  t o  accomplish o r  how we endeavor t o  meet our 
objectives, To understand what we are  r e a l l y  about, we need t o  look a 1 ittl e 
a t  our h i s t o r y  and examine the lessons we have learned, I n  the more than 
twenty years t ha t  AID has been workr'ng t o  provide shel ter f o r  the poor o f  the 
Oeveloping world, we have learned a great  deal about whax works and what does 
not. Me began w i  t h  a s e t  o f  preconceived notions about the nature o f  the 
housing problem and what needed t o  be done t o  come t o  gr ips w i th  it. Our 
pos i t ion  today, and the pol Scies pursued by the United States and by many 
developing countr ies are i n  some ways d iametr ica l ly  opposed t o  the notions 
w i t h  which we began, As we have gained experience, our view has evolved i n t o  
one t h a t  puts increasing re1 iance on ind iv idual  and p r i va te  i n i t i a t i v e  and 
sharply redefines the essent ia l  r o l e  f o r  government action. 

Idhen we began near ly a quarter o f  a century ago, developing countr ies had 29 
image o f  appropriate housing based on many things, inc lud ing what they saw and 
1 earned i n  the dew1 oped countries and what had been b u i l  t i n  many o f  thei r 
c i t i e s  dur ing the cot on ia l  period. These aspirat ions led t o  the construction, 
sometimes wi th  donor assistance, o f  the well  -known housing projects, some o f  
them f o r  government employees: pro jects  t h a t  were b u i l t  t o  very high 
standards, t h a t  were b u i l  t by government bureaucracies, and t h a t  required 
substant ia l  subsidies even f o r  the re1 a t i ve l y  well  - o f f  peopl e who would 1 i v e  
i n  thew. As the r e a l i t i e s  o f  population growth and urbanization became 
apparent, so too  d id  the imposs ib i l i t y  o f  even scratching the surface o f  the 

' 

housing need w i t h  t h i s  strategy* The economics were clear; scarce national . 

resources coul d n o t  be made a v a i l  able  for deep subsidies for shel ter i n  
su f f i c i en t  amounts t o  have any real  'i'mpact without seriously undemnini ng broad' 
economic devel opment objectives. And even if a l l  the donor resources one 
c o d  d muster coul d be devoted t o  she1 ter, the probl ern would s t i l l  n o t  be 
sol  ved. 

So i n  t h e  1970s we a l l  moved away from project o r  es ta te  housing and into what 
- = I I * A  +ha " h a c i r  nnaAcl' ctrataav Otrr  attpnticln t w n ~ d  to nrovidina 



s i t e s  and services, s lum upgrading, and co re  housing. These techniques 
allowed us t o  provide a t  l e a s t  m i n i m a l  services t o  a vas t ly  l a r g e r  populat ion 
of the poor, A1 though the housing was nonexisteqt o r  rninimal , i t  provided 
famil i e s  w i  th the  opportuni ty to  meet t h e i r  own basic she1 ter needs. Farnil i e s  
had t h e i r  own p r i v a t e  space; they were soon protected from the elements; and 
they were served w i t h  water and basic san i ta t ion  f a c i l j t i e s ,  For them, even 
the most rudimentary o f  she1 ter was an improvement over what they had before 
o r  could have hoped t o  a t t a i n  wf thout  some assistance, 

Through the basic needs strategy, we have made inajor accompl i shments, We have 
n o t  2us t  ass is ted i n  housing the poor, b u t  we Rave he1 ped to reo r ien t  the  
th ink ing  of 3ssl countr ies about what she l te r  solut ions are appropriate and 
what they can a f fo rd .  We have used our Housing Guaranty program to f inance 
projects worldwide t ha t  emphasize the provi  sior.  o f  m i  nirnat adequate sitel ter t o  
the 1 argest poss ib le  number o f  famil ies. As importantly, we have focused our 
assistance on serving poor households -- those with incomes below the median 
f o r  the country, I n  doing t h i s ,  we have he1 ped t o  demonstrate t h a t  i t i s  
feas ib le  t o  develop she1 ter solut ions f o r  these fami l ies.  We have also shown 
t h a t  I f the pro jec ts  are desl'gned appropriately, poor fami l i e s  can become 
homeowners and they a r e  a good credi t ri sk, , 

Th is  strategy, however, s t i l l  was inconpl etc, The she1 t e r  problem was growing 
mare rapidly than we and the other  donors caul d hoge t o  fiitance solotions, 
Even though pro jec ts  were b u i l  t t o  much I ower standards, residents s t i l l  were 
the benef ic ia r ies  o f  residual  government subsidies. Sometimes 1 and was made 
ava i l  able a t  be1 ow market prices, Sometimes f inanc ing was a t  i n t e res t  rates 
thz t  d i d  not r e f l e c t  the t r u e  cost o f  money, Or perhaps in f rast ructure was 
provided w i thout  adequate cos t  recovery through assessments or user charges. 
And government bureaucracies continued t o  play too prominent a r o l e  i n  the 
process, Their  d i r e c t  i nvol vement i n  1 ending, construction and other aspects 
o f  project design and imp1 ementati on frequently precl uded the market 
d isc ip f  i n e  that could assure the most e f f i c i e n t  a11 ocation o f  resources t o  
shel ter, For these reasons -- continuing subsidies and d i r e c t  government 
involvement -- the pro jec ts  1 acked rep7 i c a b i l  i t y  a t  the scale needed. As 1 ong 
as these condi ti ons persi s ted , new pro jec ts  woul d a1 ways requi re new 
a1 loca t ions  of donor and host country resources, which were simply not 
avail abl e i n  t he  quan ti t y  needed, 

A l l  t h i s  time, the key t o  the so lu t ion  was becoming apparent, Government 
e f f o r t s  aside, the vas t  majuri t y  o f  the poor i n  the developing world were i n  
fac t  housed, The facil i t i e s  may have been rudimentary, b u t  people were able 
t o  obtain basic shel ter  through t h e i r  own i n i t i a t i v e  and through the sometimes 
mysterious, b u t  c l e a r l y  e f f e c t i v e  workings o f  the informal sector, Land was 
being made available, c r e d i t  was being obtained, and housing was ge t t i ng  b u i l t  
through rnechani sms n o t  f u l l  y understood, b u t  which were producing she1 t e r  
sol t l t ions o f  a s o r t  a t  a f a r  greater rate than gover~znt-sponsored programs, 

T h i s  was n o t  r e a l l y  a surprise. For a l l  o f  us, regardless o f  our economic o r  
social  status, one o f  the most important th ings i n  our 1 i ves i s  where we 
l i ve ,  If we move or change locat ions,  we w i l l  devote a s i g n i f i c a n t  amount o f  
time, energy and effort to where we are going t o  1 ive. We saw i n  our work 
that  people were prepared t o  make enormous sac r i f i ces  to provide themsel ves . 

w i th  a decmt place to 1 ive. In some 1 ow and moderate insame neighborhoods, 
peopl e w i t h  incomes o f  twel ve hundred do1 l ars a year  owned houses worth mare 
than twp'lve thousand do l la rs .  more than ten times t h e i r  income. 



Paltt ing a Y  these 7 essons together, a real i s t i c  strategy for  shel t e r  i n  t h e  
developing worf d emerges, The strategy begins w i th  the premise that 
i nd iv idua l  energy i s  what i s  needed t o  solve the problem, Then the 
appropriate government response i s  t o  a c t  as a facil i tator and sol ve those 
probl ems that the i ndividual s cannot sol ve themsel ves. We see those prob7 ems 
as f a l l  i n s  i n t o  three basic cateswies:  the a v a i l  ab i l  i tv o f  land w i th  secure 

1 tenure, the provis ion o f  i nf ras thc ture ,  and the a v a i l  ab i l  i ty o f  credi t .  

O f  these, perhaps tenure is most important, We have seen tha t  if indiv iduals  
have c l ea r  t i t l e  and secure tenure -- i f  they understand that whatever e f fo r t  
they put  i n t o  the i  r she1 ter w i l l  be the i  rs -- exceptional amounts of savi ngs 
are  devoted t o  she1 ter. This creates securi ty f o r  the famr'ly, contr ibutes 
s i g n i f i c a n t l y  t o  c a p i t a l  fornat ion i n  the country, and increases t h e  health 
"and produc t i v i t y  o f  i t s  popul ation, To the degree that government energies 
and resources can be channel 1 ed i n  those direct ions, then housing finance 
i ns t i t u t i ons ,  cooperatives, p r i v a t e  entrepreneurs and above a l l  the 
i ndi vidual s themel ves w i l l  .see t o  i t tha t  appropriate she1 t e r  i s produced, 

A1 1 o f  t h i s  then has brought us t o  our current  strategy. Me have, through our 
Housing Guaranty program and re1 ated assistance resources, a couple o f  hundred 
m i l  1 i o n  do1 1 ars a year  t ha t  we can b r i ng  t o  bear on the she7 t e r  and urban 
problems o f  the developing world. Me use these funds t o  enter in to  pol i c y  
d i  a1 ogue w i  th devel oping countr ie s  i n an e f f o r t  t o  taf k to each other and t o  
work towards st rategies t h a t  w i  1 1 do the job, Thi s pol icy d i  a1 ogue focuses on 
the  nat ional  approach t o  provis ion o f  shel ter for a l l ,  The basic idea i s  t o  
adopt a series o f  po l ic ies ,  which, i n  t h e i r  t o t a l i t y  a i l 1  se t  in motion the 
forces t ha t  will put  the supply o f  shel ter  i n  some sor t -  o f  equal ibr ium wi th  
the demand, 

The most important consideration i s  the appropriate d-ivision o f  iabors between , 

the publ ic  sector and the p r i va te  sector; between the government and famil ies; , 

between the municipal i ty and the comnuni ty -- w i th in  t h e  cul tural and h i s t o r i c  
con t e x t  that ex i  sts -- the real i ty, Our substan ti a1 experience i n  many 
devel oping countr ies argues s trongly  that government shoul d expend i t s  energy 
on the things t ha t  ind iv idua ls  cannot do f o r  themselves. The facill t a t i v e ,  
pol icy funct ion o f  government i s a1 l -important; there can be no successful 
she1 t e r  program wS thou t appropriate government p a r t i c i  pation. 

A c r i t i c a l  element i s  the encouragement and support o f  the pr iva te  sector, 
which a l r r i s t  everywhere i s  the pr inc ipa l  engine o f  economic growth. The 
p r i v a t e  sector i s  the proven, e f f e c t i v e  producer of shel ter, By maximizing 
the r o l e  o f  p r i va te  sector i n s t i t u t i o n s  I n  the provis ion o f  c r e d i t  f o r  
1 ow-income famil ies, we are attempting t o  expand the avai l  ab i l  i ty o f  J ong t e n  
housing finance, By providing opportuni t ies t o  pr iva te  ind iv idual  s, as we1 1 
as dew1 opers and contractors, the production o f  housing f o r  1 ow-i ncome 
famil i es  wil l  be most eff ic ient ly  achieved, 

Second, we work w i t h  the countries t o  adjust  thei  r view o f  what ninimum 
appropriate standards f o r  she l te r  should be. If  basic needs can be met i n  a 
home of twenty square meters t o  be added t o  l a t e r  by the occupant, then i t  i s  
not on1 y a waste o f  scarce resources t o  b u i l  d a t  fo r ty ,  bu t  on1 y ha1 f as many 
people can be helped, If we can provide adequate water and sani tat ion by 
cl u s t e r i n g  fac i l  i t jes ,  then i t i s  wasteful t o  p i p e  water intc each indiv idual  . 
rtnf t Annrnnriatp qtandards, a1 ona wi th  the use of a ~ ~ r o ~ r i a t e .  1  ow-cost and i 



i ndi  genous building material s and technologies he1 p t o  assure t h a t  the project  
i s  af fordab le  t o  the intended benf ic ia r ies ,  And affordability i s  the  key t o  
c o s t  recovery. 

Third, we work w i t h  t he  countries t a  devel op pol i c i e s  that will  assure project  
c o s t  recovery, Thfs i s  c r i t i c a l  if we are  t o  achieve project r ep l i cab i l i ty  
and produce s h e l t e r  solut ions a t  a scale adequate to meet the growing needs of 
t h e  devel oping worf d, Cus t recovery means e l  i m i  nati ng i n t e r e s t  r a te  
subsidies ,  chargr'ng market price f o r  government-owned 1 and, and recovering 
through appropt-i ate charges the cos t  o f  provi ai ng basic inf ras t ruc ture  and 
services.  To the extent  tha t  we increase cos t  recovery, we can serve many more 
poor families. I f  government is  t o  absorb some cos ts ,  i t  should do so 
consciously , considering costs and benefi ts, economics, pol i t ics,  and equity. 
Every time we design a new Housing Guaranty and then negotiate the loan terms 
w i t h  the host country, these issues are brought to the table,  

Finally, we use our assis tance I everage t o  he1 p beneficiary countries improve 
t h e  inst i  tu l ions ,  pub1 i c  and pr ivate ,  tha t  impinge on shel ter and urban 
development. We recognize t h a t  the f u l l  benefi t s  o f  private  i n i t i a t i v e  can 
only be r e a l i z e d  i n  a supportive environment i n  which t h e  basic p u b l i c  
responsi b i l  i t i e s  are executed ef f ic ient1  y .  ' We strongly encourage the bui ld ing  
and strengthening o f  i n s t i t u t i o n s  which serve people loca l ly  and in which they 
can part ic ipate .  We are supporting b o t h  neighborhood, cooperative 
organizations, and municipal strengthening and decentrat izat ion,  which are 
receiving prior1 t y  i n  countries of-  every rega'on i n  the world. We have been a 
strong voice i n  i n s i s t i n g  tha t  national housing agencies and financial  
i n s t i t u t i o n s  deliver the services they are chartered t o  perform. To advance 
these goal s, we provide extensive t ra ining t o  pol icy makers, senior  off ic ial  s 
and key private sector actors on various policy and management issues related 
t o  s he1 t e r ,  f S nance and urban devel opment. 

We believe,  very deeply, and have f igures  t o  support t h i s  belief,  t h a t  .by 
fu l l  owing these p r i n e i  pl es, the world she1 t e r  problem i s  resol vabl e, In a 
sing1 e generation, perhaps 25 years  -- w i t h i n  the 1 i m i  ts o f  t h e  resources t h a t  
a r e  now available -- an adequate, i f  bare-bones house f o r  every family is  a 
reasonabf e, achi cvabl e goal , 

To thjs end, we are ac t ive ly  p a r t i c i p a t i n g  in the actr 'v i t ies  of the UN 
International Year o f  She1 ter f o p  the Home? ess. The designation of IYSH is an 
important n i l  estone i n  the world's e f f o r t s  t o  house t h e  poor. It is a call t o  
the developing countries t o  examine their she1 t e r  pol ic ies  and make renewed 
e f f o r t s  t o  expand housing opportunities f o r  the poor. Through the mectianisrns 
establ ished by the Uh! Centre f o r  Human Settlements i n  support o f  IYSH, donors 
and recipients a1 i k e  will be abl e t o  share t h e i r  experiences, These channels 
o f  comunication w i l l  serve a s  a medium through which new ideas and successful 
experiences can be exchanged, Countries can learn from each other and 
accel erate the real l'zation o f  shel ter improvements. We have been and n i l  1 
continue t o  be act ive  i n  t h i s  process, 

T h e  designation o f  IYSH i s  a l so  a recognition o f  the relationship of  adequate 
she3 ter t o  the physical and psycho1 ogical we1 1 -being s f  disadvantaged peopl e, 
It i s  a remSnQer t o  us a l l  o f  what we are really at1 about. Perhaps nowhere 
has this most fundamental aspect o f  she1 ter  been more poi gnantl y expressed 
than i n  an early novel by V,S, Naipaul , who may b e  the most powerful wr i te r  i n  
the Ens1 i s h  language today. This novel , " A  House f o r  #r, Biswas" i s  clear ly  



autobiographical , and Mr. B i  swas i s idai paul ' s father, a mi ddf e-aged father of 
four who i s  terminal ly i l l  ; h i s  thoughts as he l a y  i n  h i s  bed turned Eo the 
house he has struggled to pay for: 

"He thought o f  the  house as his own, though for years it had been 
irretrievably mortgaged, And during these months o f  i l l  ness and despai P 
he was struck again and again by the  wonder o f  being in h i s  own house, the 
audacity o f  it: t o  walk i n  through h i s  own f r o n t  gate, t o  bar entry to 
whoever he wished, t o  close h i s  doors and windows every night,  t o  hear no 
noises except those o f  h i s  family,  t o  wander freely from room t o  room and 
about h i s  yard. . , . 
"How terrible 1 t would have been, a t  this time, to  be without it: . . + to 
have l ived w i  thoot even attempting t o  7 ay cl aim t o  one's  por t ion  of the 
earth; to  have 1 ived and died as one had been born, unnecessary and 
unaccommodated." 

What we are a l l  really t ry ing  to  do i s  to p r c v i d e  everyone w i  t R  h i s  or her 
opportunity to 1 ay claim t o  a p o r t i o n  o f  the earth, As we struggle wi th  
strategies and debate pol i c i e s ,  we should  never 1 ose s i g h t  of t h a t  ul  timate 
objec t ive  we a l l  share. 


