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ABSTRACT

Appropriate strategies for the provision of urban low income
shelter in developing countries have demonstrated the need for
efficient managerial arrangements for their large scale
replication. A long term viability of affordable low income
program such as squatter upgrading and sites and services
depends,to a great extent, on the urban managerial capacity of
developing countries to translate the policy committments into
action and sustain that process. After several years of expensive
experiments with public housing, the urban low income shelter
program in Sri Lanka, has now been trimmed down to an affordable
resource support program capable of serving a large proportion of
urban low income communities. Such a program also suits the
implementation capacity of urban local authorities which can
offer, with adequate institutional improvements, a viable and
nationwide urbar management framework. The current urban low
income shelter program in Sri Lanka is therefore a study in the
sustainabililty of affordable shelter programs through urban
local government institutions taking into account the scale of
the problem, the resource constraints and political realities of
a developing country.
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CHAPTER 1

1.0 Introduction.

The decade of 19270-80 narked a significant changse wn the strateay
for international develonment assistance wilh greater emphnasis on
the alleviation of poverty amono the urban caommunities in the
developing world. UN agencies such as the Internatiornal Labouwr
Organisation (ILLO) began calling for projeclts thalt would help the
world®s poor to overcome asic deficiencies in their standards of
living and 1o sabisfy their "basic human needs”.

The TL.O defined basic needs as, first. minimum family require—
ments for basic consumotion such as adequate food, shelier,
clothing, household ecuipment and furnishings: and second. as
egsential community services such as aontahle watsr, sanitation,
health swrvices, educational facilities and public travnsport. The
ILO insisted thal programs for satisfying basic needs be carried
out. as much as possible through self-reliant development and
internal resource mobilisation, (1)

The above concerns were already manifest in the programs of
international development agencies especially ths World Bank; for
example in their Urban sector projects implemented in Seneoal,
Rotswana, El Salvador, India etoc. The urdan projects of World
Hank were '"designed to encourage the mobilisation of privace
savings and self-nelp efforts. Public sector inlbervenbions were
tr he limited to services that people could rnot provide for
themsel ves, sucn as cily wide olanning and construaction of
infrastructure. Projects were aimed at the majerity of the urban

population living in unsearviced slums and squatter
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sebilements, rather than the urban middle class, who benefibed
inest. fram sxisting subsidies for whan services, " (32)

Encourage«sd by the initiative and technical assistance of the
World Rank, several developing countries commenced implementation
of ungrading projects and sites ancd services projects as basic
needs proarams,. affordahle and appropriate farr a large number of
urban low income communities, The funding golicy of the World
Rank was also a major reason for the new directiens taken by the
governmenlts of develoging countries in their urban sheltler
programs. During the ten year period form 1972, an investment of
US $ S33.2 million was nmade by recioilent counlries with the
appraoval of the World Rank. At an average project cost of US &
29.0 million, aboul 25,000 households benefitied from a new phase
of development assistance. (3)

Most of the assistance were directed to public sector organisa-
tiwns and urban local governments aof majoar cities in Sub—-Saharan
Africa, South Asia, Latin America and South East Asia. A new
phase of whan shel ter projects was widerway in place of
conventional public housing programs. With demands for similar
projects in wther countries growing evaluations were carried out
to assess the impact and replicahilily of projects. Experienues
in Lusaka, Zambia, highlighted the need for effective management

of various orocedures of alloacation of housing and maintenance of

project after completion. Projects in other countries showed

similar deficiencies in managemsnl, While there was an acutse need

for external assistance there was alse evidence that conditions




internal to the implementing agencies were less than satisfactory
ta handle projgects — during and after soplementation.

"The enduring suceess of these shelter projects denends on a
simullaneous wmprovement of instituticons working in the sector.
The scale of subsequent agrojects, often after policy differences
and implementation problemns have been resolved:; will he
cdetermined by the ability of agencies bto staff their ogerations,
to plan and hudget effectively, and to carry cut their respon-—
sibilities during immlementation. Institutional develnpmenl,
therefore, is the next major step in further developing urbat
sheaellter orojects and, indeed, is the precondition for national
teplicability. " (4)

Sustainahility of what has been achieved and caveraoe of
additional areas have bheen seriously conslbrained by the weak
institutional arrangements for implementation and mainrtenance of
nrajects, Though more critical, finances wer's nol yel consideraed
as a constraint for replication of projects.

1.1. Shift of Emphasis to Institutional Development.

In the lioht of inefficiencies in the management of public sector
institutions in developing countries, it was nol gossidble o
uncertake mores projects wnspite of availahility of funcds from the
bank. The focus of develonment, agenciss, as a preconcdiltion for
assistarnce #ven in basic services, has beenrn shiifting to
improvement of whan managerial canacities, In this context,
urbrar local government institutions, and ocher agencies which are
responsinle for bhasic services, are heing revitalised to manage
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Lhe affairs of the uarban seclor efficiently and conltinuously,
Ever thouwah the Urban Local Goverrnments participated i the new
approach ta the development of urdan communities, several aspeclts
have heen indentified for improvement. Critical amonrng chem are.
. Financial discipline and local resowce mobilisation
Lo build up the self reliance of the institutions.
ii. improved managerial systems to ensure more efficient
implementation and maincenance of projects.

iii. Co—ardination in the alloacation and utilisation of
resources such as land and manpower, throuoh effective
nlanning arrangemsnts,

The scale of investment in the developing countries s growing
fairly oroportionate bo the scale of Gthe oroblem. The resourass
are however not entirely local but dependent on internatiornal
develoaoment assistance. To be eligible for assistance
enforcement of local managerial improvements has Lbecome a pre-—
requisite, This emohasis forms an important parlt of development
assistance charmelled through public 5ector institutions most
important of them being the loral government institbultions,
1.2.‘Pééfﬁrmance linpr ovemnernt, of Urbarn l.ocal Authorities (ULA)
In 8ri Lanka.
Considering the two critical areas of concern — proavision of
vasic services and imagrovemsnts Lo the canacities of public
sector organisations to deliver such services. the urban local
governments and their devalogment programs emerge as areas for

interventiom. The century—-old local goverrnment institutions in
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Sri Lanka ciaractarise thse cureent foous an managerial
‘efficiency. A case for defirdte actoon towards managerial
improveaments has arisen afber a aonbinuwing nistory of poor
firancial management at the local level, dependence on the
central government and in turn, dependence on external
assistance. At present the urban lecal government institutions an
Sri Lanka, and their Ceptral Governmenl Agencies, are undertaking
for example, projects of infrastructure and basic services such
as water supply schemes, augmentalbion of nalional &lectric suonly
(distributed through local government institutions) and
imnrovements o Telecommunications network. Within the ouolic
sector recard of supply and maintenance of services and recovery
of costs, general performances has been dismal and the cuerent
investment involving foreign aid proorams are, as a precondicion,
tased on fundamenlbal changes and improvements to the public
sector agencies. The role of Urhan Local Authorities (LLA) i,
therefore, oeing re—oriented ko perform CLheir functions of
delivery and management of services, more efficiently. Such a
task nas becoms more iaooelbant wilkh ths assigonment of wrban low
income shelter programs o Jocal government institutions. As the
shel ber programs require efficient recovery of costs, assigning
such programs to agencies traditionally wealk in recovery
performnance i.2., the Urban Local Authorities (ULA) has crealed
sericous edpectations anong the policy makers,

1.3, An effective intergration of policies, nrograms and

management of urban local authorities.
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Wit the formulation of current Urban Shelter Folicy in Sri Lanka
implaementation of urban low income shaeltsr projecis nas hecome A
test 0f managerial efficiency within whan local authorities.
Over the years ULAs have areatsd a weak managerial image thatl
they are incapable of functioning on their awn. The exteant of
denendence aon Central Government is an indication of their
declining role as a local authority. At examination of cheir role
with reference to Lheir Urban Low Income Spelter Frogram offers
an irterestitg evidence of their probildems and potential.
Notes
1. Ruddle, Kernneth a&and Rondinelli, Dernnmis A.,

"Changes in Developmenlt Theories and Policiess Toward

Economic Growth with Social Equity" in "Transforming

Matural Resources for Human Development: A Resourae Systems

Frameworlk for Development Policy," Chapter I1. The Llnited

Mations University, 1983, o. 13

)

- The World Rank. l.earning Ry Dwing —— World Rank Lendusg for
Ur-an Development, 1972-82, The World Bank, 19835, o. 14,

I, Thid, p. 17.

4, Thicd, p. V7,
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Fig.2. DISTRIBUTION OF URBAN LOCAL AUTHORITIES"
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CHAFTER 2

2.0. Urban Development Management In Sri Lanka

Thie chapter discusses the characteristics of wban areas in Sel
Lanka and the managerial relalionsnios beltween the cenbral
government and the local goavernment instioucl ons.

2.1. Urban Pooulatinon Growth and Networlk of Urban Centers,
Relative tao other develaoping countriegs, population arawth irn Sri
Lanka has been significankly low at 1.68% (China 1;82 aned India
2.1.7%) during tﬁe intercensal period of 1970-80. (Faor comparative
figures see Table I.) More significant has bheen the low growth
rate of urban population. (See Table II). Considering the grawth
rate in similar countriss, the position of Sri Lanka is
exceptional and can e described thus.

"Althougn thers are difficulties in comparisons, it seems quile
clear that o other low income or middle income country has as
low a rate of urban population growth as Sri Lanka, in the last
decade. Most countries at this level of incaome have urban growth
rates that are around 150% to 2007 of total population growth
ratess none except Sri Lanka has slower urban pooulation growth
than total population growth. Part of the growth rate, @t should
be noted, includes those areas which are reclassified as urban.
The growth rate, otherwise, would have heern much lower . Inspiie
&f such advantages in the demographic conbext, basia economic
activities and nuality of services have been inadequate,. (1)
2.2, The Higrarchy of Urban Local Authorities.

Urban areas, by definition, are governed by a thres-tiered

~
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TABLE II. URBAN POPULATION GRCWTH IN SRI LANKA,
Census Year Annual Growth Rate
1953 1963] 1971] 1981 1963~-71(1971-81]1963-81
Population 8098 | 10582] 12690(14848 2.3 1.6 l.9
Urban popln. 1239 2016 2848|3194 4.4 1.2 2.6
$ Urban 15.3 19.1| 22.4|21.5 - - -

SOURCE: SRI LankaUrbanSector, World Bank Report. 1984.

TABLE III. HIERARCHY OF TOWNS IN SRI LANKA.

Category Criteria of Popln. “Number of towns Urban Local
size Authorities
Large Towns above 50000 9
Medium Towns 50000-10000 66
Small Towns below 10000 62

SOURCE: Sri Lanka - Urbanisation and Urban Development,USAID,Colombo,'82.

TABLE IV. URBAN LOCAL AUTHORITIES IN SRI LANKA

Type Loc.Authority Number of Towns

; l.Municipal Councils 12

; 2.Urban Councils 39

vaOURCE: Sri Lanka - Urbanisation and Urban Development,USAID,Colombo, '82.
16
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Irerarchy of local awntharities —— Municipal Councils, Urhan
Councils and Town Councils. The nierarchy does nol relate to
population size ar density as a town 0f smwaller population sire
can be an urban council while a town of higher population size
may only be a town council. In relation to population sizes the
towns can ne classifﬁed as in Table IIl. (For details Anpendix
I). Ancther important distortion is the characteristics of
suburban areas of Colombo Municipal Council. These suburbs over
the last few years have been showing faster population growth
rates and higher investments in residential and commercial uses
and aleo in infrastructure and public wtilities., In spite of this
ranidl s urbanising character some of Lhem are treated in terns of
their current adminstrative status belonging o the lowest of
the three-tiered hierarchy ie., Town Council. For example in
terms of population Hattarmulla Town Council, termth i the
hiararchy of all ULAs has not been uongraded to any approoriate
management status. Resides, a larger metropolitan area of Colombo
in its current fragmented managemenl seltting may not be
compatible with an #fficient planming and deQelmpment
requiremernls.

The total public sector institutional framework for the
management. of whan development is an inleractinn bhaetwsen cenbral
government agencies and lUrban Leocal Authorities (ULA). Central
government Ministries and their consltituent agencies are
responsib:le for nationwide development activities including the

monitoring of functions undertaken by ULA. While the Ministrieg
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and Denartments function within any part of the countey, and arae
corfFined to specific activities such as Housing, Healtlh,
Trransport, etc., the wban local authorities (ULA)  are limitad
by agengraphic areas of authority but given authority o dezal with
local developmant igsues unlike ather agencies in a comprehensive
manfier. ULAs can be seen, therefore, as a local institutional
arrangement to integrate variousg central governmenl inpuls as
well as inputs generated on its cown. Such an integration is in
practice at khe District level; which forms 25 adwministrative
areas of the country. Most of the cerntral government agerncies
nave their District Offices which may co-ardinate their work with
the ULA. This arrangement is however optional and the District
officers are responsibls Lo the Central Governmenk Head Offlices,
In view of this probhlem of integration at the administrative
level, the Central Government has appeointed a District Minister
who is able o act as a peolitical auvthority empowered o oco-
ordinate develaopmenrt work at a decentralised level. lLocal
authorities function autonomously but are assisted and co-
cordinated by Central Government institutions. ITnportant anong
them ares

1. Ministry of Local Government

. Denartment of Loocal Governmenl

3. Department of Local Government Service

4, Local Loans and Development Funds (LLDF)

S WUrlran Development Authority

Town and Country Planning Degartment

19"



7. Water Supply and Drainags Board

While these organisations are part of the local gever riment.
institutional sebbking, there are also other Central Goveromenl
Departments which play a more important role, thar others, in
relation to the basic services provided by Lhe lncal authorily,
Far example.,

1. Department of Highways

2. Ceylon Electricity BRoard

3. National Housing Development Authority

While the above interactions are related to various projects

public sector agencies{

P

carried out by the ULAs and most of the
cricical of all, the financial asis of the ULA remains weak andg
subject Lo local economic conditinns. The co-ordinalion of
projects at levels higher than the ULA is mestly political in
natur= ancd the District Minister or the influential Member of
Parliament plays an important role in the decision making and
also providing financial supoort. In Gthis conbexi: the
Decentralised Budget; which is under the authority of the lacal
Member: of Parliamenl is an important source of income for the
W.A. The financial relationships betweenrn the Center and Local are
described in Chapter 3,

2.4, Urban Local Guvefnment Institutions,

Local government in Sri Lanka as il funcbtions now is moare than A
Chundred years old. During the British rule the system was
;inkrmduued when Lhree Municipal Counclls were eskabl ished for

towns of strategic significance for colonial trade. These towns

~
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wer's Colombo, Kandy and Galle. With the Small Towns (Qrdinance,

lower levels of local manageaents were formed for two—fold

functions —— to maintain public health standards in the emerging
buill—-un arsas and Lo generate revenue. The entire group of
counecils was structured snto a four—-tier syastem of loacal
gavernment administration — Municipal Counciles, Uriban Coundils,

Toawn Councils and Village Councils.

Over the years with changing socio—economic and politiaal

conditions, ULA% have been subhject to various types of changes

ard reforms in the geographical limits and sysltems of co-
ordination with the central government.

Sume examples of the reforms are:

1. The functions of Housing and Loans Boards atlached to bhe
ULA were removed to the center.

2. New relatinnshios were created hy esbabillishing the Urban
Developnent Authority (UDA) for metropeolitan planning and
updating the scope of "Town Planning.”

3. The Town anag Villape Councils were combhined to faorm the
residual area, not covered by eilkiver an MC or LUC Lo be
co=orginated by District Councils. (4)

The current program of Performance Improvement of Urban Local

Autherities, and the integraticon of Urbhan Low Income Shelter

Program ‘wi Lt the local funcltions mark a serinus phagse in Lhe

managerial change. Perhaps, a wajor step in making the older

Cwversions of the local government instilubions bo he recast for

current needs and wider efficient managerial arrangements.
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Motrs:

1. Coher, Michael. Learning By Doing, World Rank, 1983. p. 17.
2. Ibid. o. 17

3. World Bank, Sri lL.anka Wban Sector Report.

Reoor . No. 4640 -~ CE, p. 3

4, The Municipal Councils and Urban Councils are the two
categories of ULAs currently recognised for urban developmenl.
purposes. The Town bnuncils have recently been abolished ancd
are part of the District Council System. The District Councils
have heen established to ensure political co-ordination of
geographical areas alb the District level (29 Administrative
Districts in Sri Lanka). This, however, has brought about a

certain degree of confusion in bthe urban management sebting.




CHAPTER 3

3.0 ORGANISATION OF THE URBAN LOCAL AUTHORITY AND
CENTRAL. — 1.OCAL. RELATIONSHIPS.

This chapter describes the typical organisation of an trban Local
Authority in Sri Lanka and analyses the Central-iocal
relationshins, especially the financial strengths of the WM.A in
minimising their excessive dependence on sources outside local
revenue. This background of Lhe prevailing strengths and
weaknesses of th? LA forms a hasis to assess the feasihility of
implementing urban low income shelter orogramns through the ULAs.
3.1. Local-Central Interdependence

The Public Sector institutional setbting in intself, whethér it be
develaped or developing countries, has growing concerns over the
viability of local government and the need for review of division
anid sharing of three important aspects —— responsibilities,
authority and resource base. While the central government
recognises the need for entrusting development activities to
decentralised agencies Lhere is a need Lo exersize public policy
influenrce on the local government institutions. This relatianship
has been seen more as an inkervention in local autonumy.than A
matter of policy co-ordination. On the other hand, the local
government institutions are financially dependent. on Lhe central
guvernment sources even for their recurrent erpenciture., This
deterioration of self reliance, on the gpart of l.ocal Government
has severely weakened its position in terms of & bargaining power
wilkh the Cenkral Government and has, instead led Lo formal
';ntervention by the Central Government in the affairs of the

Lacal Government. This inter-relationship has made a high degree
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of monttoring by ths aenbtral government inevitahle., Al Limes Lhe
lacal council has heen discolved bringing the local wanaoemnent
direchtly wwler the caontrol of bhe cenbral qovernment. For a

heal thy central-local relationship,; the inter—-deperndence has tn
bre financially and politically efficient., Experiencss in Central-
lLocal relations show a series of disputes arnd supports arising

frrom the share aof power and responsibilities.

J.2. Typical OQrganisation of the Urban Local Authorit
A LA is a corporate managerial body composed of an elected
council of Local representatives and an Administrative Rody of
public nfficials. Functions of the ULA are limited Lo the
geographical area of authority. The nature and extent of central-
lozal relationsinins including the source of finance are specifieaed
by the relevant local authaority legislation —— the Municipal
Councils Ordinance and the Urban Councils Ordinance. There are
ather legislative acts such as Housing and Town imprwvement
Ordinance, Motor Vehicles Licensing Ordinance etc., which by
amplication assign a variety of functions relating to the
pnysical and socio—-economic developaent of Lhe local area. llocal
Representatives of the council are elected threough poepular vote
casl in favor of political parties as permitted under counlbry’®s
Local Government Electicons lLaw. Tin view of this political process
of alacting the council, deciding an policy issues, approving
investment budgets ete., the local government institutions in Sri
L.anka, nlay a skrategic role in Public Sector Policy making.,

The administration of the local anernment 18 the task of public

nfficials, reﬂruited‘hy the Central Government: for L.ocal
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Government Service. The Local Government Service has hecome part
of Central Administrative Service with no cdiffer=antiation in
salaries and henefits to the staff. Nevertheless the relative
attractiveness of this service is lower than thal of the Central
Administrative Service and excepting key municipal positions of
major towns, seldom one finds the service allractive in terms of
professicnal stature. The management structure of the WA
corresponds .o the major activities —— Finance, Valuation, Civil
Works — Physical Planning a;d Public Health. Considering the
Policy making process within _Eng Councilan Ele;ted Members and
the administrative pracess invislving the routine activities, the
management structure can be illustrated as in Fig. 3. The
relationship between key positimna at the Central and from the Locali
.levels can be indicated as in Fig.?%%vwith the Commissionsr of
the Municipal Council responsible to carry out instructions TrCn
the Central Bovernment Official - the Secretary and the Local
head, who is an elected pelitical member. As an administrative
officer, the Comnissioner has to carry out the instructions from
the Secretary to the Ministry of Local Govwrnﬁent ever: in matters
not. agreeable Lo the Local political head — the Mayor or
Chairman., This situation places the local official in a ouandry
when policy decisions are disputed betwsen Central and Local
Government.s.

'3.3. Public Policy context of Natiowal-local development in

S i Langar~“”

'.;Jeffffﬁﬁblic Sector institutions in Sri Lanka belong to either the
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Fig.3 TYPICAL ORGANISATION OF URBAN LOCAL AYTHORITY
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The lines of authority between the Central and Local Governments

place the officials in a predicament created by different directives
given by the central government.With regard to.enforcement of a new
water tax the local political head has had informal consultations |
with the political head from the central government and received
approval for delaying action. At thc same time,the administrative
head from the central government has instructed that the commissioner
should levy the new water tax beginning from next quarter as demanded
by the Bank. At the local level the Chief administrative officer is
often‘placed between contradictory instructions until the political
heads reach a consensus.

Fig. 4 +« CENTRAL-LOCAL LINES OF AUTHORITY




Central Government or the Local Goverrment. The Apex of the LLocal
Government Institutions is the Ministry of lLocal Government. This
Ministry halde a strategic publdic pelicy position i Sri Lanka in
view of jts polilical impact on community through local
development activities. While the ministry has its independent
structure, historically it has been grouped with Ministries of
‘related functions., Such groupinegs vary based on the views af the
party in power. For example,

a) During the periocd 1971-19275 Ministry of Local Governments

) M- 19753-1976 Ministry of Public Administalion,

Local Goavernment $ Home Affairs

<) "—— 1977-1981 HMinisltry of lLaocal Government,

Housing and Construction
As can he seen in thé grouping during different periods; the
trends in the activities carried more emphasis on administration
or implementation. The current grouping, ie.. Local Government,
Housing and Construction offers the advanltage of integrating
major physical develcopment programs with the managerial
activities of the Local BnQernment.

3.3.1 Main Functicns of Urban Local Authorities.

The nrincipal functions of the ULA continue to be those for which
the wystem of lcval Government was established in Sri lLanka, such
as Public Health Services, consitiruction and maintenance of opublic
utilities etec. To support the service functions, the ULAs were
empowerad to raise local revenue Lhe groperty tax - the prime

source of LULA revenue even toaday. Since designating this revenue
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source, there has heen no other major revenue source locally
generated by the ULA. This limited pature of revenue source has
heen wne of itts serious constraints.

The scope and resource base of the ULA, remain almaost the same as
defined in the foullowing legislation.

1. Municipal Counclils Ordinance No. 29 of 1947

2. Urban Councils GCrdinance No. &1 of 1939

3.3.2 Municipal huuncilﬁ
The current versicn of these enactments date back 40 years and
their provisiaons have been modified frequenltly since then. The
functions assigned to the Municipel Council are:
1. Eskablishing and maintaining the following gublic services.
a: Water Supply
b: Street Lighting
: Waste removal
¢y Provision of Markets
2. Enforcement of physical development plan for the city
beginning with any habitable built;up structure.
3. Assessment and collection of property taxes and levy of fees
for specific services, A
3. Any cther function decided hy the council within the
agrovisions of the legislation and/or as cdirecled ﬁy the
o ' Mihistér_qf Local Government. (1)
E3 b3;3;3; Qfﬁéﬁ Councils

W\;Théﬁkéy‘fgnctgons of Lhe Urban Councils ares

~i?g8§6u}&tion, contrel and administration of all matters relating
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to public health, public utility services and public thorough-

faras,
2) Protection and promotion of comfort, convenience and welfare
of the peaple and the amenities of the town. (2)
Other legislation which by implication, assign functions to the
ULA are mainly in relation to
1. Physical Planning
2:_C§11ggtion of Taxes énd’Licensing FQQQJ
3. Delivery of Services
4, Preventinon of hazards and nuisances
For example,
a: Town and Country Plamnming Ordinance

b: Housing and Town Improvement Ordinance

While the Ministry of Local Government functions as Lhe policy
making hody in the naticnal context, a separate agency under the
Ministry —— the Department of Local Government functions as the
national co—prdinating agency of all ﬁﬁﬁ Local Authorities. The
functinns of the Department are in relaltion to the accounltablilitby
of the Local Guvérnment Institutions in terms of their legitimate
functions and resource maobilisation. In Lhis conbtesnt, the
functions of the Department of Local Govermment are as fullows:
tk~i. Performance monitoring of activitiss of the ULA wypecially

: BUdQEt;ng, Accountability and enforcement of By-Laws with

'5  ‘régard to local functions etc.
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Fig. 5 .Examples of Central-Local Functional Relationships

‘I.Technical matters and Public Utility Services

AGENCY

MAIN FUNCTION

RELATIONSHIP WITH
U.L.A.

1.Ceylon Electricity
Board

Laying of supply grid
and supply of electricity

Street lights
Co-ordination of
Infra structure

2.Dept. of Highways

Construction of highways

Construction,improvement
and maintenance of
designated roads.

3.National water
supply and drainage
Board

Construction and provisiol
of water supply lines and
Drainage infrastructure

Selected water supply
and Drainage lines

4.Dept. of Town and
Country Planning

Assistance in planning
and implementing develop

ment schemes

Implementation of scheme
under two ordinances:
Housing&Town Improvement
Town&Country Planning

5.Urban Development
Authority

Preparation and implement
ation of Urban Developmen
Projects

T

Collaboration with the
UDA in planning and
development functions

6.Central Transport
Board

Public transport

Traffic co-ordination
and parking facilities

II.Financial matters

7.Local Loans and
Development Fund

Loans to Local Authoritie$

Loans and Debt servicing

8.Ministry of Finance
and Planning

Finances and tax benefits

Budgetary allocations and
Grants

III.Administrative matters

9.Dept. of Local
| . Government

Co-ordination between
Central and Local
Governments

Co-ordination

\' 10.Dept. of Local
i | Government Service

Appointment and
management of Local
Govt..petsonnel

Staff requirements
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2, Correclive actions as desmed by policy of Cenltral Governmeni.
3. Co-ordination and processing in matters of Taxation and
Funding.
4. Manpower support and institutional development through
Ltraining and information,
To carry out the functions among the ULAs spread countrywide,
there are Asst. Commissioners of Local Goverament in different
districts of the vountry. Between National and Local Levels, the
District based Asst. Commissioners are able ko co-ordinate the
different activities of government agencies in relation to the
pragrams of Local Government.
The present arrangement for co—ordination is administrative in
scane and ig solely a procedural intermediary of relaying the
messages hetween local and national agencies. Palitical
considerations are extra-official which as nreviously highlighted

through Fig.'{iplace the chief administrative officer o take a
caulious path in decision making withoul exposing Lo career risk.
The limited scepe of this administrative function is one of the
reasons for the lack of any responsive action from ULAs with
regard to development jissues cutside those conventionally carried

out..

3.5, Central-l.ocal financial relationshipes

Uhhan Local Authorities are orimarily degendent on the revenue
ihey can generate, mainly Taxes and Fees, as empowered by the
‘,,brbvisions aof the legislation. Based on the revenue, they are

Jié%pe¢ted to devise their annual investment program. The scope of .
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financing remained essentially tax-based and with the increasing
volume of funclions, Lhe ULAs very much like their counterparts
in nthef countries have not been able to keep their revenue
levels on par wilh the expenditure. Any LA with a serious fiscal
dependence on the Central Government justifies the intervention
by the center. This situabkion has led to the following fiscal
issues that 49fﬁect the success of urban maragement..

1) Increasing scupe of functions and thelr expenditure

2) Relatively stagnant revenue levels

3) Identification of addtional revenue sourcss

4) Creating efficient Budgetary process

3.5.1 Sources af finances

The sources can be broadly categorised intao Central and l.ocal
SOUrces.

1. Local Sources:

Local sources of finances, accessihble to a ULA are specified in

the respective Local Government Ordinances. The sources are:

a: Pruperty Taxation

b: Rates and fees payable for services reniered by the LA

ct: Other forms of taxation -For ekz Tax.nn Entertainment, Animals etc.
d: License Fees

2. Central Sources

- The central government. finances have heen bridging the revenue
‘ﬂ_gap.Ln}thgbﬁnnqal_Budgets of the ULA and this resource flow has

Heénjafméth;fgctnr-in tné continuing intervention by the Central



from the central government ares

a. l.oans

b. Grants

. Financial allecation from Member of Parliament

Any ULA is alsa parl of a electoral area of the Member of
Parliament (MP). Arnually, every MP is alleocated with a sum of
money for capital works in his elactorate. Through this financial
suppert system of the MP, the ULA is able to receive certain
amount nf funds for capiltal works.

As the arnual budgeting proposals are underway the ULA management
hoth through political and administrative channels, explores the
ways Of maximising the amount of these three forms of assitance
to make a bvalanced budgel.

3.5.2 Expenditure of the ULA in relation to the Arrmal Public

Investment Program

As an be seen from Tabhle VI the annual expenditure of the ULA
forms a mere 3-5 % of the National Public Investment Program.
This may give a relatively low significance to the financial
situation of the ULA, but the critical factor for concern is the
increasing degree of dependency on the central sources and poor

performances in cost recovery. The financial situation in fifty
UIlLAs has been summarised in the recent Urban Sector Study by the
Wor'ld Bank as follows:

Aa) a higher proportion of recurrent to capital expenditure,

. following the recent dramatic lncreases in electricity tarriffs

charged by the Ceylon Flectricity Buard.
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_TABLE VI.URBAN AUTHORITIES'EXPENDITURE IN THE NATIONAL CONTEXT
ACTUAL 1977 ACTUAL 1979 ESTIMATE 1982 PROJECTN.1987
EXPENDITURE Amount | ] Amount | ] Amount Amount 1]
o Racurrent 185 84 283 75 571 83 1047 77
o Capital 35 ' 16 94 ; 25 118 17 304 23
\ o Total 220 100 377 100 689 100 1351 100
. FPINANCED FROM

. Internal sources of finance
l o Faes and Charges 88 40 106 29 a1 as 529 39
o lLocal Taxes 97 4“ 108 29 182 26 244 18
o Total 188 84 216 S8 493 71 773 57
External sources of finance as 16 161 42 196 29 578 43
o Total (int + ext) 220 100 m 100 689 100 1381 100

" . . .
Government Grants 49 22 108 29 248 36 326 a4
. Borrowing from LLDF K.A 12 N.A N.A

o Amountes are in Million Rupaes.
o one US $ = 27.50 Rupees

Source:World Bank, Sri Lanka Urban Seqtgr“'ﬁe';'?o‘z’é'.“'b“

Fig GoverallfFinahci'al'Sourées of Fifty ULAs
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h) a sericous decline in the proportion of expenditure finarced
from local taxation.

c) a reversal in 1982 of the decline in fees and charges, as a
proportion of expenditure, resulting from increases in

electricity tariffs; and

d) an increasing need for exterral financial support and its

provision through Government of Sri Lanka grants. (1)
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Fig. 6. shows a fluctuating trend in Internal-External resource
dependence of the ULA and in the recent years, an increasing flmw'
frrom the central souwrces. In ULA’s defence two important trends
irn the financing of development work cam be highlighted.
a) The cost of services per capita has been gteadily rising.
"h) The local revenue mobilisation has been remaining on the

same level with no efforts for revision of the property values.

Central nggrn@ent approval is pe¢d¢d for revision by ULA.
During 1978, for reasons of creating popular impact among local
population, instructions were given by the Central Gavernmenl:
that the mandatory revision of tax base every five years need not
be made as the residents are not adequately serviced by the
UlLAs. Such an intervention by the Central Government, jie.,
Ministry of Local Government was possible owing to the statutory
requiremnent that all policy decisions on tax matters should
receive the approval aof the Central Government. For this PUrPOSE
Local Autharities (Revision of Assessmernts and Reduction of Rates
Act, No.57 of 1979)was passed in the Pa;liament the objective
being "to amend the law relating to Local Authorities to provide
for the revision of assessment of Annual Value of Progperties of
Local Authorities only in instances where the Minister so
directs, to empower the Minister Lo authori;e ﬁthe waivear or
féduction of Rates in certéin circumnstances; aﬁd to brovide for

- matters connected therewith or incidental thereto." (4)

'BfL;Badked by such a rstrugrade step, the tax payers within the ULA

JVfﬁffered further fesistance towards revenue collection. Such a



trend has reached a dismal situation as recently regorted on the

resource level of the LLAs, (World Bank Report)

a) Fixed asset levels are very low excent in two ULAs

b) Uncollected revenue is excessive, especially cost recovery
forr public utilities

) Grants from the center, have become mure significant source

of revenue than 1lncal taxation - reversing a healthy situalion

in 1977.

Dne of the efficiency issues associated with the ULAs has been
their performance in cost recovery. Cost recovery in the delivery
of basic services, especially waler supply aﬁﬁ electricity, has
heen very poor, owing to a long history of free pulslic welfare
services provided by the government including basic amenilias.
Efforts to introduce cost recovery mechanismns have received
nnolitical resistance though some degree of progress has bheen made
in case of water supply. For electricity; cost recovery was in
operation %nr a long period of time but the agencies for
rollection — the local authorities were not effective. A short
period of improvement in cost recovery for 1982-83F was due to
stiff tariffs imposad in the case of defaulting consumars. With

regard to water supply: however, procedure for cost recavery has

veen introduced nn a large scale inspite of political
resistances. The issue of cost recovery of basic services;
ZthWever, remains A sensitive area in a country dependent on

© #luctuating pelitical fortunes.

A
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3.6.1. Allocation of Grants

A conventional source for the ULA to fall back on has been the
Revenue Grant from the Central Government, the allocation of
which has not been related to any system of rewards based on
performance. The revenue grants have shown a sharp increase in
recent years.
Year - 1977 1981 1982 1983

Amount | - 78m 1S56m 282m 332m
In certain circumstances the gramts, considered as a matching
grant o supolement the local resources, were allocated
irndependent of the local tax levels of the ULA. Smaller ULAs were
able Lo obtain higher grants on a political caonsideration and

continue to evade any effective performance in local taxation.

The circumstances created by the inappropriate basis for the
allocation of grants are summarised in Table VII.

"The above table demonstrates a very unsatisfactory trend in the
financing.uf wrban Jocal qgovernments. Whereas in 1977 revenue
grants represented 47% of local taxes, by 1982 this has increased
to 100% of local taxes. l.ocal Authority financial projections
through 1987 indicate & continuatiun’of this percentaqge
relationship hetween local taxes and revenue grants. This sesms
unrealistic : currenl: expenditure is forecasl to inorease in the
next five years from Rs., 371 million in 1982 to Re. 1047 million
 1n 1987. As revenue grants are highly geared to employee costbs,

~which generally increase more rapidly, the proportion of grant

)



aid to local rates wouldd increase.” (5)

A.7.2 Cast recovery for serviceys

A oersisting oroblem af Lhe ULAs has been the poor cost recaovery
often endangering re-investment prospects in critical
infrastructure development. The situation can be illusbtrated wilh
reference to the cost recavery on electricity as managed by 44
ULAs in Sri Lanka. The ULAs are pravided a hulk supoly of
electricify to be retailed te the consumers and manage the
distribution at the local level. The management. of the billing
system for consumers has raised sericus constraints in the
continuation of the services. In 1982, the ULAs were ohliged to
pay Rs. 231 willion as uncollected consumer payments. In certairn
.As, the collecltion has been exlremely slack in that Lthe amounts
|payable involved 2 — 11 months of illing., The situation has a
two-fold effect.
a) Gradual breakdown of discipline in repayment for other
services
b) Escalation of the amount of garants from central oovernment
as payment o the Ceylon Electricity Board in lieu of default

by ULAs.

3.8. The Rationale for performeante improvement

.“;In,themlight,qf underutilisedilnﬁal resource base and growing
‘demand'fbr basic services, the role of the ULAs has assumed much
- greater significance. It is also evident that the non-delivery of

services have an effect on costs incurred by way of curative




measures. The need for establishing an effective delivery of
hasic services at loval level has therfore become imperative.
The preparatory steps for performance vmprovement are now
unclerway and such a program offers addtional opportunities to
implement community based development programs through UAs. In
this context, the formulation and implementabtion of Urban lLow
Income shelter pragram in Sri Lanka through the existing
framework of ULAs d;serves examination. The impaclk of such a
program and the liklihcod of sustaining the impact through an
efficient managment at the urban level degends to a greatl extent,
as has been learnt hy doing; on the management capacity of urban

local authorities.

Notes:

1. Nunicihal Councils Ordinance.

2. Urban Councils Ordinance.

3. World Bank, Sri lLanka Urban Sector Report; Report No. 4640 CE
Wor-ld Bank, Washinglton, 1984 p,. 32-

4. Gﬁvernment of Sri Lanka; Local Authorities (Revisions of

Assassment. and Reduction of Rates) Act, No. 57 of 1979,




CHAPTER 4

4.0. Scope and Purpose of lUrban Low Income Shelter Programs

in Sri lL.anka.

Public sector intervention in housing evolved in Sri Lanka as a
function of Urban Local authorities which were expected, as one
of their tasks; to clear the slums and also keep the town clean.
Such a beqginning of public housing through urban locat
governments has taken different directions by way of rnew central
govarnment institutions and specific programs. The course of this
development and the changing role of urban local government with
regard to housing are described in this chaoter.

4.1. BRackground of Public Sector Housing Program In Sri Lanka.
As a public sector intervention, Town Planning preceded Housing
by way of the Housing and Town Improvement Ordinance enacted in
the yéar 1915 which incorporated the following:

a) Leagislative Provisions

b)) Institutional Structure

) Firancial Pravisions

Tivis was necessary with the emergence of built-up areas where
certain basic standards of sanitation and physical olanning hadl
tw be enforced. The aspect of housing referred to in this
legislation is mainly physical planning in scope and provisions
the enfurcement of standards at the lacal level was carried out
by the Sanitary Boards, the predecessor 0 Urban Local Authority.
ﬁs‘tﬁe écope of development. in the emerging towns required larqer

1manaqerial arrangements and specific technical procedures, the

;° ‘;$éhitary Buards were upgraded either to Urban Councils or

a



Municipal Councils., In addition to technical pracedures the
Housing and Town Impravement Ordinance of 1915 incorporated the
standards to he ovhserved in the construction of houses and
plaming of neigbborhoods. For this technical function, the
Department. of Town and Country Plarning was created in 19135 with
ar adviscry‘function to the local authorities.

The function of the W.As; with regard to huuéing was regulatory
in nature and in the process of enforcing action against
insanitary housing,; the bLeocal Authorities did not render the
families homeless., Some provision of alternative accommodation
had to he made by the local government. With this concern Ueban
Local Aubthoritiess commenced Slum Clearance Programs for which
funds were provided by the central government and the technical
assistance was pravided by Lhe Department of Town and Country
Planning. As evident froin this arrangement housing had an origin
that integrated physical planning and local managemsnt with the
provision of housing for low income groups who were otherwise
living in insanitary shelt rs,

2. Housing and Loan Roards.

Having assigned the public sector housing task and the
enforcement of Rent Restriction Act of 1942 to Local Authorities,
‘the central anernment creatted Housing and Loan Boarcds to offset
‘the restrictions imposed by rent restrictions on the private

sector housing by way af financing suppart,

" ”The'object of the Housing Loans Act of 1949 was the promotion of

‘pfivéte housiing. It set up a Housing Loan Fund adminlstered by a
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Housing  Loan Board consisting of the Secretary to the Treasury
as Chairman, the Commissioner of l.ocal Government and
representatives from the Atlorney General’s Department, Lhe Town
and Countiry Planmning Department and the Co-operative Department.
The Board was empoweread to grant loans to companies, co-
vperative societies and to asscciations of individuals or to
indivicduals gproposing to execute a housing schems or to supply
building materials for the execution of housing schemes. (1)
As far the LLAs the nature of prajects approved by the Boarcis was
mainly small-scale housing schemes, popularly titled as "slum
clearence projects™. This system of carryiong oult housing schemes
through the local auwthorities continued until 1950 when concerns
were raised for increasing the extent of projects and funding
arrangements. As a consequence the National Housing Furnd was
established in 1934 under the authority of Natiorial Housing Act
of 1954 which consolidated the functions of housing under a
Commissioner of National Housing incorporating the functions of
Housing and Loan Roards. (2)
2, Natiocral Housing Act and Public Sector Institutional

Nevel opment:,
With the Natiimnal Housing Act, the Department of National
Housing, was entrusited wilkh bthe following functions.
1. Raise loansy
?. Grant. loans to BPuilding Societies, Co-cperative societies,
| HuQéihg Bodies and to individualsg

i % ﬁf_lﬁtbrpdrate Building Societies and to organise Housing Roadies
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consisting of persons associated in building and providing the

necessary infrastructurs facilities;
4, Carrvy on housing ohjective of the Government: and
9. Acquire land for housing objects. (3)
Frwm 1995—-1977, the institutional develoupment was based on these
functions with greater emphasis on some of them which the
government considered more significant than the others. For
axample, the periud_1971—77 marked a phase of strengthening the
Regulatory provisions such as Rent Act which was found inadequate
in controlling the landlords. The Protection of Tenants Acl of
1972 was enacted to give additional protection ta tenants who
were otherwise harassed by the landlords.
3. Major Housing Strategies
For a long period of time; the public sector housing strategies
were confined to ttwo types:
1) Construction of housing units by the state
2) Disbursement of loans by the Departmeni of National Housing.
During 1971-77 there was a brief history of encouraging co-
operative societies to underltake collective housing, which
however , did not last long owing to
a) Prablems u? Land allocation
b) Poar management of the scheme
The co—-operative societies were entitled to obtain land at
concessiomary priqes and the societies )invariably lasted only
until the lands were ﬁransferéd to the allottees., Considaring the

two major strategies, the performance has heen dismal ard only a
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small percentage of additions for the housing stock can he

attributed to public gector efforts.

4.2. Different perceptions and changing approaches of the same
problem.

1. Conventional Public Huusing under National Housina Act

and slum clearance graojects under Houging and Town

Improvement Schemes.

For a long period the public sector hwu5ing‘+mcussed on formal
planning units, often in multi-storey blocks. This approach can
he attributed Jargely to the lack of any seocio—-economic focus in
diagnasing the problem. The response was merely architectural and
was related to the amounts of funds allocated in the Budoet of
the Commissioner of National Housing. The types of schemes,
thaugh geographically scattered, conformed to the standard
designs and their implementation depended on the political
pressures of the local sponsor: usually a Member of Parliament.
Al the'same time, low income residential areas were identified
for ‘slum clearance’ by the Department of Town and Country
Planning, which hacd develaped a set of standard ‘low cost
schemes’ for different cost parameters. Whern projects were
consideread for implementabtion, the must important consideration
was tﬁe completion of the construction work leaving the major

considerations of cost recovery, maintenance etc., to remain

- secundary.




2. Government Flats for the urban peor _and self-help houses for

the rural poor.

Any significant change in integrating the concept of self-help
took place during 1971-1977 period of the governmenl. which
perhaps motivated by the popular support of the rural masses,
embar-ked on a pragram that mobilised the rural groups. One of the
significant contributions made by the otherwise low productive
period of 1971-77, is the intrnduction of Aided Self Help Housing
for the rural poar who were allocated land and material. With the
- technical advice of the field staff of government agencies such
as'Buildings Departments, communities in several villageé built
their OowWn schemes which however, did nol: have any significant
arrangement for cost recovery and maintenance. While Self Help
was recugﬁised for the rural sechtor, the urban sector had direct
construction programs of rental housing which did not meet any
affordability oriteria. The urban poor, in this context, had a
better deal from the government in the form of a very high
subsidy while Lheir rural counterparis hacd a comparatively low
subsidy. Considering the outcuome, the rural Aided Self Help
programs achieved far better results alt: much lower costs to the
governmnent. Besides, the rural program had active community

”participatimn. In spite of the advantages of self help, the

1 ’:_PXlﬁtenLE of more attractive options of direct constructicn made

a greatar d@mand Far schemes. completed by the government which
uwaﬁ seen as a prov;der. The act of providing housing was

'nszderﬂd a matiﬂr of high priority inspite of low



ecanomic status of the beneficiaries whose priorily may not have
beeen housing.

3. Socialisation of Suwplus Property.

The period 1971-77 may be termed a socialisation phase in the
contemporary development of Sri lanka. Most significant steps in
public sector intervention of housing develuﬁment and agricul ture
were taken in the form of nationalisation of surplus agricul tural
land and surplus urban housing property. These two steos
depressed the private sector housing consgruutiun and placed a
wrong requlatory emphasis on public sector intervention. By
enacting, fur example, Céiling on Housing Property lLaw, only a
specific number of houses were permitted ta bs owned by
hausehiol ds and the surplus was acguired by the government. Such
interventions seriously hampered the orivate sector iniltiative
“and laid, more or less, the entire burden of housing on the
public sector.

4, Direct construction and selective distribution.

- At the end of 1971-77, the socialisation phase was succeeded by a
liberal isation phase by a new government comnitted to revive
éruductian in all major sectors and to revitalise the privale

lsector, The requlatory phase hac produced a very low public

"sec:tc)r' performance and the new Minister of Housing intended to

 'qrga£é.a major impact in the housing sector. The Ministry of

'ﬁy 2 Hqusiﬁg was placed under the Minister also in charge of ithe

ﬁ,ﬁiﬁiStEY of Lméal Gavérhment angd Constructicn. This situation

vﬁ#ﬁhkaged #n intégratEd action to promote housing, bringing the




construction agencies and the intitutions under the Ministry of
Lacal Government to participate in the program. The Miristry of
Laocal Government, Housing and Construction thus embarked upon a
100, 000 houses program to he implemented for a five-year period
1977-82. The 100,000 houses weir'e cateqgorised under the following
subh programs:

1. Aided Self Help Housing for the Rural Areas — 50, 000

. i i y ‘wection by the Guvernment for the Urban_areas

- 35,000

3. lLoans Program — 15000

A new agency was created to manage the entire implementation of
the program in collaboration with other agencies expecially the
private contractors who had to resume construction = contracts
after the preceding depression during 1970-77. The NAtimnal
Housing Devel opmnent Authority estabhlished in 1978, went ahead
with the'pragram, through new managerial arrangments —— at both

national and local levels.

The five ymar housing program frrom 1977-82, highlighted both
the positive impacts on the community as well as specific

shortcomings in the program. Major lessons were experienced with

. regard to:

 ,1. High costs of the program especially unit costs which were
S - 10"£imés more than what households could afford.

‘2'_Lack of focus on and no di fferentiaticn of groups in need.



3. Incompatihkle design standards considering lifestyles and
affordability.

4, Very poor cosil recovery.

S. Little or no public participation.

6. No incentives for private sector housing.

One of the key constraints of continuing the 100,000 proeooram is

the very high cost., As identified by the Policy Committee on

Housing, the Urbhan component; i.€., Direct Construction Prograing

can be characterised as follows:

"Why have the current housing programs; by and large, failed in

providing housing solultions for different income groups? It is

now widely accepted that especially the urban programs were

found to be unaffordable by the poorer income groups. Very often

the distinction between need and demand for housing does not

appear to have been grasped adeqguately and therefore the
excessively heavy subisidy burden on the Stalte. ...In faut the
urban program seems to he a classic instance of the failure of
‘:ontraﬁtnr built conventional public housing in Third World
situations." (4)

The program did not adequately differentiate the taroet groups toa
?mcus on differenlt ‘solution tymes to suwilk different
circumstances.’ It was a near homogeneous income group that was
-targetted. More critiéally, the projects were of high design

ﬁurmﬁ and incorporated amens ties affordable only by higher inconme

. 3 groups.

3;;;S§andard§ are generally very high with paved streets, sidewalks,
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street liohting, individual water and electrical cormections,
piped sewer systems and extensive landscaping. Very low density
(in spite of high land values) contributes to higher costs per
unit...The cost forr 425 sq. ft. (392.5 M) house is in the region
of Rs. 100,000 or Rs. 230 per square fooct. In the middle and the
upper income category of housing, where the standards are higher,
the cust per sq. . s very much higher. (5)

The Urban Pragram, excepting the slum and shanty program dicd not
have any process of beneficiary participation and more often than
nolt, considerations in allocation for low income groups included
political sponsorship. The allocation of high cost units at low
rentals made no sense in tearms of cost recovery which in ilself
was very poor. Against a total public sector output of 2800 units
during the previous five year period of 1972-77, (6) the 100,000
houses program created a record of unprecedented performance in
shelter sechkor. It was also a record o9f heavy burden on the state

mainly by way of subsidies. The next program of housing

Jtherefmre, required to be framed on sound economic feasibility

and to be imnplemented according to strateoies apparopriate for a

developing country like Sri Lanka. By the end of 1982 preparatory

studies for the next program and some degree of evaluation of the

proceding program were avallable. Wilh reqgard to the scope of the
program to be pursued, the comments of PADCO Report appear mast

épprnpriata.

-  "The magnitude of the problem of housing; therefore, demands a

- f&&mnletelz new _aporoach in the selection of strategies and
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praograms. The new housing policy should therefore:

a) RBe designed to increase the capacity of people to find their
own solution to bheir praoblems of shellers

b) Re designed to maximise the benefits of investment that has

been alrady made on the existing housing stocks

¢) Should cover public, private as well as informal sectors:

) Re viable and implementables

) Be alive to po}itical realities. (7)

4.4 Formul ation of the current shelter proaoram

The scope of the current shelter orogram has taken an entirely
different form in almost every aspect, bringing the public sector
into a “supporit® role in the provision of housing. Two major
strategies in the 100,000 program can be seen in & larger scale
of implenentatbion to reach the urban and rural poor.,

a) Aided Self Help Housing.

) Slum and Shanty upgracding.

The main focus of the current program is hased on che elements

that were part of the above strategies.

1) Aided Self Help
1. Praovide Land and material assistance.
2. Make use of the local community orQamisation and
the field level government offices,
'7.Q-‘ - 3. Make beneficiary decide on the house types and
f f-1 - participate in building.

ii) Slum and Shanty Upgradino

1. Proavide basic services such as walter supply
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2. Offer security of tenure for land
3. Relax the standards for construction of houses and services
4. Incorporabe bhe management pakential of Urban Local

Authorities and Non Governmental (rganisations

iii) Integration of l.ocal management instituticns,

1. Gramondaya Mandala for the Rural Areas
{(Literally —— Rural Re-awakening Sovieties). A collaborative
arvangement between non—government and governmental
organisation functicning in rural areas.

2. Urban l.ocal Authorities.

4,.5. The Manhagement capacity of the NHDA

Apart from the evaluation of the sirategies adopted, the
management strengths and weaknesses of the National Housing
Development Authority were also highlighted at the end of 100,000
program. The pyramidal hierarchy with centrally controlled
instructions and guiding steps remained unsuitable for a
community-based program. While rural housing incorporated self-
help and collective efforl, the housing units of the Urban
Pragram were tuned out by the building contractors comnissioned
by the NHDA and handed over to the allotiee. Little consideration
was given to planning aspects, especially in matters of land.
Major management and planning requirements of the program, not

well accomplished can be stated as fo) lows:

1. Systematic identification of sites and seltilements.

2. Incorporatinge basic urlban plarming considerations in the
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formulation of the schemes, especially in matters such as
appropriate use of land, snvironmental considerabions,
considerations of existing and required infrastructure.
3. Management of the project after noccupancy, especially
mainternance.
4. Arrangements for recovery of cost and follow-up measuwres in
case of default.
While the NHDA was able to establish a country-wide networ’: of
branch offices and implement A series of projects, it was unable
to effectively cuo-ordinate letween field level agencies and the
central offices o systematbically carry out procedures in the
housing process. The procedures involved the identification of
land, preparation of appropriate designs, provision of
infrastructure and amenities evc, most of which were
responsibilities among different agencies.
Whether in the site selection or in the incorporation of
infrastructure provisions;,; NHDA saldom counsulted the ULAs which
are responsihle forr plarning approval and for the provision of
off-site infrastructure. Instead, based on the decision of the
NHDA, ULAs were often instructed to facilitate the wark of NHDA
and subsequently made resnonsibile forr maintenancs of such housing
schemes. Considering the several areas of co-ordinacian, the many
facets of managemeﬁt in providing housing were not incorporater
,and”inﬁtead the predominant concern was for “completing and
‘ Jgettingnrid of;the\ﬂork.f It is wilkh Lhis background the role of

ﬂx;tbeQULhwtn supplement the role of NHDA has Leen recognised.
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4,.6. Rationale for the particigation of ULAs in Urban

Shelter Programs.
1. Poalitical Consideraltions,
The political character of the elected member:s of lLocal
Governmenlt Administrations and their concerns Lo make use of the
local development programs have been the métive for implementing
projects througn the ULA. Unfortunately such projects were very
often costly projects intended for a visual impact as against an
appropriate response towards a critical need. Such projects were
identified to suit the impact needs of the political head of the
local authorily and.tn demonstrate to the paoplsa that the parly
carn get things dome. Within such an approach, the popular
projects were public markets, playgrounds etc., and nobt projects
of basic needs, not projects that could depend mestly on local
rasources, bul nrojects that relied on loans and grants from the
central government. This attitude of the local political heads,
was mainly due to the lack of any basis for a balanced mix of
| projects — simple inexp2ns.ve projects for the pour and
relatively exgensive prnjacté o be paid for by Lhe better-off.
The potential advantages of sinple low cost project types, i.e.
reaching many target groups were nob recognised as alteranatives
to complex and expensive public markets., With the re-arrangements
“of the housing program and linking the implementation tasks to
ULA;~an alternative has been offered to the impact—conscious

ioﬁal leaders at affordable prices.

)
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2. Fhysical Planning and Building Standards.
The conventional housing schemes did not utilise town planning
considerations with regard to:
a) Site selection
i) Incorporation of existing infrastructure and soacial services
¢) Consideration of possible environmental impacts
d) Alternatives to conventional standards to suit the
affurdabilify of low income grouns.
These problems, éxperience showed, could be avoided by bringing
in the relevent planning authority at local level to collaborale
with NHDA. |
3. land and Infrastructure.

Several of the schemes experienced the consequences of wrone site

selection. For example, some sites were of loose spil where the

huilding structures developed uneven settlement. Certain other
areas were low lying areas which formed part of flood catchment,
The selection of the site was often prampted by existing publidc
ownership of land, ease of acquisition or advantages of location
in acress to sacial amenities. In—depth technical fpasibiilities
and relationship to basic environmental attributes of site were
nut adequately established. Consequently several occupants
complained of flonding cnnditimhs, settlement of plinth areas

etc.

Similarly, there were problems of lack of co-ordination with the
“majur infrastructure managers of Lhe city —— the Urban l.ocal

Aﬁhdthﬁrity; Frtr cu—brdinatiun in providing infrastructure that



has to fit into the existing orid or augmented capacities and
compliance with the time schedule of cily’s augmentations plan.
On the contrary. schemes were completed; house connectiong were
made bubt the new supply lines of the city were naot ready even
after occupants moved in.
4, Valuation, tax collection and punitive measures.
The primary source of revenue of the ULA is the Real Estate Tax.
Corresponding to the total value of the property, the relative
affluence anc créditwurthineas of ULAs are determined in Sri
Lanka. For this purpose as indicated in the organisation
structure of a btynical ULLA, the valualtion group plays a
significant function. Considering the level aof technical
orofessionals employed by the ULAs, only the QOlombn M.C. has its
own capacity to carry out valuation of property. Qther ULAs are
dependent on the services of the central government agency —-the
Valuation Department which prepares the valuation reports. Such a
centralised arrangement though time-consuming, maintains a fair

- and objective valuation hase across the country. This valuation
procedure continues to be used in the assessmenlt of Local
property development. aﬁd value appreciation which determine the
notential tax hase of the ULA. The ULAs also maintain a system of
tan collection periodically. According to Municipal Councils

  :,_; ~ Ordinance, properlies in default of tax paymeni are subjeclt to

fufec]osure ang large number of foreclased properties have heen

vasterd with the Municipal Councils (similarly wikth kthe Urban

“~'Cuunci153tan)} At present substantial portions aof the city-wide
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property cwnership s with the WA edvther through acquisition or
foreclosure. The systen of tax anllection is a hook-keening
facility at the local level and people make routine visits o
make payment.. All the ULAs in Lhe country mainbain the systen
which can be made use of for any other householo based recovery
ourpose. Also important is to note that, punitive neasures are
taken by way of fiscal action, such as confiscation of movable
goods etc., in case of defaults in payment. In matters of
recaovery the key‘isﬁue are disciplined approach to record keeping
and enforcement of sanctions against defaullb to ensure effective
cost recoavery.

. Maintenance of property and amenities.

UlL.As employ the largést number of service laborers in a single
agency. With different forms of mechanical and vehicular back-up,
ULAs provide maintenance services. This makes Lhe ULA, with its
experiences and personnel, apprmgriate 0o undertake maintenance
of building and amenities. Even though considered unsatigsfaclory
the ULA is the only available framework to carry out maintenance
functions alt kthe city level. |

6. ULA’s formulation of RBy=laws.

Incornorating all the major functions, the UlLAg foramulate their
own Ry-laws with the approval of the council. The council
maintaing a book on by-laws, which forms one of bhe quides for
“making and enfarcing decisions made by the council, The LL.As
 g1ié1h111ty to formulate by-laws makes creation of project

N”fépecifickrules feasible. In development. projects, therefore, the
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need for a flexible ot specific set of regulatory process can he
carried ouk through "Lhe system of by—-laws,

7. Cost recovery by the LILA.

Rased on the aforementioned functions of the ULA and the existing
institutional setlting, it is feasible Lo entrust the task of cost
recavery to the ULA. Even thouph there are political
intervenltions, it is pogsible to recognise the characteristics of
any local political power structure and accerdingly make a
pragmatic apprnach to achieve a satisfactory rale of recovery,
4.6, Poulicy Changes ard Program Responses.

The year 1983 marked the commencement of a new housing program in
Sri Lanka. Within the implementation period of 1984-89. the
program has largetted one million houses to be reachead Lhrough a
suppot-t program based on financial loans (o prospective house
builders and to those intending to improve their housing. The
strateay can bhe summarised as follows:

"One Million Houses Program has changed the direction of Public
Sector housing investment in a very signmificant way. Twoe of its
distinctive features are first, the recognition thal housing
investment must Ccover a wide range of housine needs and services
which include but go beyond the construction of new housing
units., It takes account also of the requirements of land and
finance, skills lLraining and technical advice. Second the program
MWhPE?s,tQ activate a broad-based process of commanity
;ﬁartiaipatiun or matual hglp and self-helo for its

‘fiﬁpiémentatiun. In terms of cost-effectiveness, mode of
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implementation, coverage of beneficiaries and flexibadality, it

avoids many of the shortcomings of the 1979-83 orogram. However,

it will need to balance the different objectives in suclh a manner

as to be able to add significantly to Lhe housing sltock and

satisfy new housing demand. (8)

Notes:

(1) Marga Institute, Housing in Sri lLanka, Marga Puhlications,
Colomba, 1976. p. 16

(2) Tbid, p. 171

(3) Ibid, p. 171

(4) PANCO. Meeting Housing Needs in Sri Lanka: A Strateqgy for
the Future, USAID, Colombo, 1982.

{(5) World Bank, Sri Lanka: Urhanrn Sector Repart, Report No. 4640 -
CE Woarld Bank, Washington, 1984

(&) Rohsong David, Aided Self Help Housing In Sri Lanka, 1977 to
1982. Report of 0.D.A., U.K. 1984, n. 43

(7) PADCO,; Ibid, p. 15

(8) Marqga Institute; Housing in Sri Lanka, Marga Publications

Colombo, 1986. p. 148
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CHAPTER 5

8 tional arrancements for planning and implementation of
of low-income shelter programsg by the ULA.

The components of the National Housing Frooram as outlined in the
Million Houses Praogram and the strategies for implementation
indicate a clear departure fruoin the conventicnal public sector
housing aragrams especially on such a large socale. The strateqy
forr implementation that brings the government agencies in a
support role as against a provider role, places Lhe ULA in a new
position of planming, implementing and also manaqing the
projects. There are also other governmenl agencies participating
at Natiaonal and lncél levels in an effort to mobilise adequate
inputs for the program. This chapter describes the operational
arrangement, especially those in relation to the ULA. Two
important policy documenis provide the basic information.
‘e Urban Shelter Policy — Part I. Low Income Housing
ii. A BGuide to the Urban Housing Sudb Program for low income
groups.

5.1. Basic Components of the Proaaraimn.

The scone of the new program is also a new definition of the role
of Public Sector in the provision of housing. The new approach is
a package of assistance types, incluwling siteg and services, fo
help building new houses and also in upgrading. The package is &
combination of loan and technical guidance compatible with bhe
affordability of the user. For details see Appendix II.

S95.2. Key participating agencies and co-—ordination.

f;,ﬂ; . "The low income shelier grogram will entail a very important

decentralised process bringing the local government. system into a
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pivotal cperational role. Upgrading schemes for example will be
integrated with social promotion and skill cdevelopment acltivilieg
and the potential technical skills of the local authorities will
prove advantageous." (1)
The reasons for assigning ULA a major role in shelter prograns
are several, mainly their groject operational functions, such és
maintenance, and alsco functions Jike physical plaming which has
a clouse relationship with land for low income setilement. The
previous housing prmgrém indicated the need for a local'agency
for planning and operational aspects working in close
collaboration with the community. Censidering the state sector in
Sri l.anka, it is the LLA, thal has necessary institutional
framewark and mandatory functions necessary to implement a
shelter program on a large scale. While selecting the ULA for the
role, it was also necessary to provide management aguidel ines for
the identification, planning and implementation of shelter
program jointly with the community. A community hierarchy has

’ been proposed to link the community organisation with the formal
organisation of the ULA. This is given in Fig. overleaf,
Intérhédiary levels hetween tae WA and the communitly when the
geagraphical area of the ULA is quite large to be handled by the
tULA are incorporated in the form of a Divisional Development.

. Council, operating as an intermediary hetwsa2en the ULA and Lhe

. community.




#ig(7. URBAN LOW INCOME SHELTER PROGRAM MANAGEMENT
THROUGH ULA . | a |

| U RALLAL R
b
{
| DISTRICT SECRETARY MINISTRY OF L.G., H&C.
AND OFFICIALS )( URBAN SHELTER PROGRAMME

: WORKING GROUP

HOUSING AND COMMUNITY DEVELOPMENT CCMMITTEE

LOCAL AUTHORITY OR PRADESHIYA MANDALA SETS UP THE COMMITTEE WHICH
IS THE MAIN POLICY MAKING BODY HEADED BY THE MAYOR, CHAIRMAN (U.C.) or

CHAIRMAN (Pr.M).

DIVISIONAL DEVELOPMENT COUNCIL

CONSULTATIVE COMMITTEE

(WHICH IS THE MAIN OPERATIONAL LEVEL WITH GOVERNMENTAL AND NON
GOVERNMENTAL AGENCIES DISCUSSING ON FROJECT AREAS AND ACTIVITIES.IN
LARGER URBAN AREAS RELEVANT Prad. Mand. OR Gr. Mand. WILL PARTICIPATE IN |

THE PROCEEDINGS)

COMMUNITY DEVELOPMENT COUNCIL

{WHICH IS OPERATIONAL AT FIELD LEVEL FORMED BY THE COMMUNITY AND

L CO—-ORDINATED BY A SUITABLE OFFICER) .
. o ACTIVITY MAINTENANCE, LOANS .

v R GROUPS COMMITTEE PROCESSING
‘ _ COMMITTEE

" os partners in all o3 carstakers of as  Borrower—

upgrading amenities . Benk link service

ivitl .
sctivities THIS THREE TIER SYSTEM WILL OPERATE

DEPENDING ON THE SIZE OF THE TOWN
y - AND NUMBER OF A.G.A DIVIF'ONS AND
64 ELECTORATES WITHIN THE TOWN, WHEN
“THIS NUMBER IS ONE, THE DIVISIONAL
DEVELOPMENT COUNCIL WILL MERGE
AND FUNCTION AS ONE COMMITTEE OF
H&CD.C
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9.2 Major issues it planninae and implementation of shelter

projects tthrough the ULA

In taking on shelter projects according to noan—convent.ional
approaches, the ULA, shares major responsibilities at the local
level in collaboration with the commmity oroeups. The major
respansibilities assuciatedmwith the program and the responsible
agencies are indicated in TLbﬁé_Y??i%ffﬁ;ptfm—ffffwij“ BRR

T n uahtin A Lol JEPR I
o}

1. Planning and Selection.

The Ul.As have been provided with an annual target number of
houses to he reached based on a local selection orocess. While
selecting it is alsc necessary te clarify several issues such as
1. Is the location suitable for upgrading? |

2. Are there any other proposals for this site?

3. What is the existing and proposed levels of infrastructure?
These questions required simple bhut comprehensive physical
planning criteria to ensure selection of appropriate locations.
It was necessary te inprove the plarnming capacity at the local
level, where only & technical assistant has been in service for
lécating service or drawing a site plan.

2. Concentration of low incame groups.

In any ULA the low incame groups are nol evenly distributed and
aoften there are pockels of selttlements in specific zones of Lhe
town. Such a concentration of low income groups has different
political implications when projects are selected on Lhe basis

of the existing locations. A local pelitical leader who sees the
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TABLE VIII. MAJOR TASKS OF KEY AGENCIES

AGENCY

PROGRAM INPUTS

l.National Housing
Development Authority

Program finances and'éuidelines
for Loans and serviced sites

National co-ordination

2.U.L.A.

4+ Com. Dev, Com, of
ULA assists.

Project identification for
loans and serviced sites

3.U.L.A: Planning Comm.
+ UDA assists

Planning clearance of the
selected site

4,U.L.A

+ Com. Dev. Com.

Recommendation of loans

for applicants

5.N.H.D.A

Disbursement of lqan installmt.

Recovery of Loans

6.U.L.A. :Works Dept.

Formulation of Plans and norms
for basic services

7.U.D.A.

e Teachnical Assistance

Declaratioh of the area as a
Spec. Proj. Area for relaxed
standards.

BOU.L'A. &N.H'.D.A.

e Technical Supervision of work

Community Organisation

9.U.L.A.

Incorporation Of the area
in assessment schedule

Continuation of Basic services




shelter program as a means of achieving certain social impact for
a political benefit may nolt have any low income group within the
zaone. While selecting the projects hecause of their political
impact, it has been necessary to choose them equally among the
different zones gnd this poses problems of adopting reasornably
uniform criteria. On the other hand, when low income groups have
to be re-settled in another zone;, it is often oppesed hy the
receiving zone on the grounds thalt the burden of one zone is
being transferred to another. This situation has led to the
intervention of madiatory groups at the Mayar®s level or from the
central guvernment i finalising relocaticn programns.
3. Comprehensive Development Planning
Considering the various support arrangements packaged by the
Central Government. Agencies to be implemented at the Jocal level
through'the ULA, the scope of the pragram fils the requirements
of the urban development planning approach with emphasis on
community participation. The major planning issues that have
surfaced in the initial years of implementation of the prooram
hignlight the need for three different functions o be co-
ordinated at the local level.
1. Developmeni: Planning
2. Project management with greater efficiency on firancial
administration
3. Operational support,
:Jgénﬁidéring tﬁe performance of ULAs in the recent past these

1fhhrée_have been very weak and internal improvements and xternal
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supports have to be provided by several Central Government:
agencies., Faor example, the lwad agencies such as National Housing
Development. Authorilty and Department of Commissioner of Local
Government have tn be closely associated with the pelicy and
operational aspedcts. Mechanisms to be adopted in Lhis regard are
discussed in Chapler 6.

4., Standards and norams for planning and building.

While identifying the low income groups in squatter housing as
eligible households, the program recognises bhe squatier
structure as yet anather housing wiit but one to he improved.
This has not been the case wilh the formal planning and building
procedures of the ULA which required the squatter structures to
be demolished. The new nrogram authorises whal is considered
unauthorised under the formnal Ry-laws of ULA. This was however
resolved by the npolicy dJdirective from the cenltral agency that all
housing unite orr upgradable locations bhe considered for
assistance. Similar to bthis situation was the need to recognise
standards of new constructions and norms in amenities. For
example a standard plot size of 450 gq. ft. is nol permissible
under the ULA reaguirement which is set at 1350 sg.ft. To deal
with this situation it was necessary to seek the agowsars of Urban
Develmpment Authaority which could authorise relaxation of
standards fdr special praojecl areas which also includes low
ihcnme housing projects.

"“‘5, Technical skills.at‘the ULA.

 *:THe ULA’5 technical staff have heen attending to civil works



which did not provide experiences of working with communities.
Even in matters of technical skiils, the Technical Assistants
have been trained in & very structured manner with litile
emphasis on creativity in mnroviding aporopriate technical skills

for an effective participation in the housing progranm.




CHAPTER 6

6.0 The missing links in_ manacement

While the Shelter Program has reached its micd term of
implementation 1984-89, a few links critical to the success of
the program are not in place. It may be recalled that the weak
management. infrastructure for development prograins is a reason
for the dfffi:ulties in replicating projects on a larger scale.,
While the ULAQ are seen as effective alternatives to central or
- parastatal public sector agencies in implementing current - shelter
programs, here agairn some of the vital érrangementﬁ to complete a
more successful management systems among the public sector
agencies are missing. Key issues in this reogard are as follows:
i. Loan recovery arrang=aments including community level
recovery arrangement.
ii. Integration of Central Government financing of shelter
program with the ULA financing.

iii. Maintenance of Amenities.

6.1. Targets reached

One of the immediate concerns in the current national shelter
program i% the magnitudé implied in "one million houses” — &
target very rarely planned for in the housing programs of a small
developing country and to completed within a period of five
ygars.”Apart from a needs assessment in 1982 (see PADCO estimates
in Table overleaf) there is no clear evidence for the "targel one
million”. Mureover; the unit of enumeration to arrive at one

- million units are not housing units alone. It also includes all
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prospective improvemants to houses however small they may be. The
willion is in fact the rumber of loans to be disbursed for &
variety of bhousing purposes including new construction and
uparading. There are alsa other howsing uses eligible for the
1mans —— such as contrucltion of a new toilet, extension nf‘the
room etc. In spite of this ernunmeration process, the very task of
disbursing one million loan packages, adminisltering them and
recovering at least a fair proportion; remains a phenomenal task.
It is in this context that the loan disbursement and recovery
have to be evaluated for the program pericd and thereafter how
effectivel& recoveared.

Infarmation for the first years are available mostly for the
rural housingi the urban housing heing fairly behing schedule.
However, the pace of disbursement can be assassed from

Talle X.

4.2. Cast recovery

While loans have been reduced in amournt to permit disbursenent
among many, the proportionate costs of recovering bthe amount. have
increased severalfold. Moreover, locking at the Repayment
Records, though cost recovery has been laid down as a condilion,
the amounts recovered appear insignificant. It is necessary to
review the proagram in two basic matters.

i. To reduce the cost of managing the cost recovery process.

Cii.-To maximise the amount of loans recovered through a wel?

devised recovery schedule.

At present it is not peossible to evaluate the costs nf cost
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recavery. The trends in recovery can be however assessed for
specific ULAs. The performance in the city of Colombo for the
year 1986 farms a useful indicator. A fair percentage of the
amount remains unrecovered each month until there is a sudden
spurt of repayment in the last guarter of the year. This is
presumably due to the relatively higher household expenditure
during the First Quarter — a period when most of the annual
household requiréments are purchased and in the second for
celebrations of the year during April. Often there is a tendency
to default further, once paymenits have nat been paid by deadline,
The program has the weakness at critical points such as this. In
spite of ambitious targets, early failures in cost recovery Can
lead to cut bhacks in the succeeding years. AN importart missing
link has been the lack of mechanisms at the community level to
Cexercise pressures over defaulting members of the community.
Except for community measures and community sanctions it is very
unlikely that formal bureaucratic pressures and efforts can
succeed as they are grone to political interventinne in favar of
a defaulting horrower. Tt is thig situation that brings to liPht
"the lack of integration of the financial management of the
program. While the ULAs have the necessary legal prwvisiuns and
e#perience in taking action against defaulters, the actions
against default have to be vested with the ULA and he held
responsible for the unrecnvered loans, At presenl, the ULA only

recqmmendgwprmspéﬁfiQEJﬁnrrnwers who have to then formally enter

et

_inta agreements with the local office of the NHDA which functions

74




o

AON

600'0. saadny ut Junoury

3a 390 dss bny e unp . Key ady XeN qa4 uep 0
A\ T
\ /\ i
(i % m
i v
4
]
/
\
’ ?
\\.7 J
PN TN £ L.
Pl Bl o i
- \
T \ |/ 8
P ) .
.\r" rd
\\\ b e ig
——TUjony S TAEATS oS T 6
L 2 .

0T

. Tt -

Junoury vw>ﬂmowmA‘ ‘.m

zT

986T IB3X - XLID OHWOTOD YOJd SSTIDOYd XYTAOOTY NVOT XTHINOW ‘m.‘,,..m.w.m‘..w,..‘. ,

RN

75




as a local housing tank. This tripartite relationship aof LILA -
Rurrower — NHDA has to be made into an effective lender-—bhoreower
relationship with necessary corrective action against default.
The community based loan dishursement mechanisms can be
incnrﬁurated for greater viabilily of the scheme, 0Of late, the
tivrift Co—operative and Credit Societies active in some of the
urban areas are heing revitalised as usieful communi ty-based
méchanisms but enurhnuﬁ iwprovements and replication in other
project areas need to be done.

6.3. Maintenance of Amenities

An dimportant ﬂnnaideratian'fur the incorporation of ULA in the
shelter program is its function of mairtenance of property and
services, While the ULAs are able %o help disburse loans and
prnvisimns of infrastructure of projects; comsunity
responsibility in méintenan&e tras nol been organised enough
cunne&ting it with the city-wide services of the ULA. Formation
of maintenance committees for example has nol been part of the
cummuﬁity Jevel management arrangements. Unless the basic
responsibilities are cast on the community organisation in a
pfecise MmAGIIer: g ie,; l.oan Prucessing Committee; Maintenance Group
'etc,‘ih will not be able Lo sustain any quallitative change within
ffthe‘prmje&ts arnd before long in &ll pwobhability, the schemes
-fﬁreatedvundef the pfogram may be labelled as again insanitary.
Thgf@ﬁiiiﬁﬁ ﬁnuéés program has drastically simplified the

ﬂprQS}of;iﬁplemgntatiun by restricting the role of the
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Gavernment to specific loan oackages and serviced sales. A
critical element not incorporated is land. Considering the
capacity of low income grouns and the prices alb which land is
available, it is very unlikely that households can obtain land on
their own. In this regard, the program has relegated the land
component, even in relation to new housing units, It appears
necessary that almost all the target groups possess their own
shelter structures and housing plots. Any newcomer to the ity
and those in need of land are given very low priority in the
prooram except for a limited scale of sales and services. This
may be attribubed to a hurried concern for compiling a program
that could account for 1.0 wmillion units based on sample rescource
supparts without dealing with a difficult protlem of a more
important resource - the land for the poor. Perhaps it may he
more appropriate to offer only serviced lands as options with
selective assistance in the form of loans when affordability is
high =nough.

Cansidering the extent of land available in the urban areas and
the extent required for housing it is highly improbable that
adequate analysis of land availability was done before
establishing the target of one millinn.'

6.5, The Private Sector

The Nétional Shelter .Program has devised several sub programs

which are directed to different cabegories of income groups. The

‘ f{ghbﬁblic sector, having taken direct involvement in the case of low

thﬁmg grnqps has not made adequate arrangements for the private

S



Csectaor which can more effectively deal with higher income groups.
Even within the low income housing prograns there are components
which could be assioned ta the private sector, thus avoiding a

build-up of public secltor management.

b.6. Differentiation of urban and rural
composition of 1 million houses.

The program has not clearly defined the differences between
numbers to be achieved in terms of urban-rural differentiation.
At present it is assumed to be in 1 to 3 ratio representing the

population praportions in urban-rural areas.
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CHAPTER 7

7.0 Innovative mechanisms and critical concerns

While the intial sense of euphoria in embarking on an innovative
program is gradually dying cown; surfacing among the progress
racords are issues that are ignored in the hurry. Nevertheless
the program has generated a variety of responses among public
gsactor institutions and also among ULAs, in dealing with urban
low income housing program. The experiences accumulating over the

coming years should prove to be significant experiments on

decentralisation of public sector management and of strerngthening

the ULAs in Lhe delivery of basic services. This chapler

discuseres the salient features some of the several mechanisms.

7.1, Urban planning and special planning considerations for

urban low income nrojects

As indicated earlier, until the formulaticon of Uriian Development
Authority Regulations, standards for housing and urban planning
were derived from the fallowing:s

a) Town and Country Plénning Ordinanae

b) Housing and Town Inmprovement Schemes

) By-l.aws formulated by ithe LLA

The ahove regulations incorporated in these legal documents have

been remained the same since  faormulabion of the law 70 ysars

_Agn _when houses were canstructed according to extremely high

specifications. Sa were the anenities. This was one reason why

public sector was unable to reduce the standards in the formal

. housing Lypes to an appropriate level at cosls affordable to low

income families., While retaining the archaic provisions which

)



only the hiaoher income groups could afford, any deviaticon in
house construction by Lthe low income groups had been considered
as a violation of law, thus excluding the self help houses of
improvised type from recogrnition. The agoroach throughoul the
developing world has been changing and in §ri Lanka; the
necessity to provide a sel of relaxed gtandards was incorporatedd
as part of the (DA legislation. Deriving from the UDA lepilation,
Devel oapment Reguiations are orepareaed by ULA incorporating the
requirements for relaxed set of standards, This is achieved by
way of designation of Special Projechk Areas. "In such areas the
Authority may restrict or prohibit the use of the site or
construction of any particular typs of building may relax any
restrictions placed by the rules, impose new restrictions or may
formulate separate regulations in arder to attain the purpasse for
which the area has heen defined." (1)

Confarming to these powers specific guidelines have bean prepared
faor plarming and building in Special Project Areas. While
standards are determined by ULAs to suit local conditions,
guidelines from the cenkral authority helps in ensuring a
général tan?ormity in the'important aspects of the project,
implemented Lhroughout the country. The projects implemented thus
far have heen impressive and have demonstrated the successful use
of lowear standards affprdable hy the noor. In terms of
cmnﬁtructiun and amenities the previous standards have Lbeen

significantly relaxed.
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7.2, Communit rarticipaticn

As indicated in the management framework, the decision making

process in the identification and in

devalopment of projects is

more than hefore, in favor of poor communities. In every ULA, the

Mayor (or the Chairman) and the representatives of the council,

as has been their traditional role,

corntinue to be the strang

intermediaries between the ULA and the community. In the farmal

central government programs, even though some af them have field

level co-ordinalting arrangement,

the local representatives have

not beern successful in mobilising large scale participation as

they did not have, within their ourview, support institutions. In

the ULA, however, the Mewher of the Council has the advantages of

co—ordinating wilth the JLA management Lo facilitate the.

development work. More effective participation is thus achieved

between the instiltution and the community.

7.3 Skill development and trainivg

As earlier referred to, the need for skill development and

training has been a serious constraint at the ULA level. The

training component of Lthe current pgrogram relates Lo the skills

needed for the management jof projects. The ULA perscrnel, the

officials of the NHDA and community members from the target

group. Amcng the important training programs are:

1, Orientation to Urban Housing Problems - For elected members

2. Micro level social planning

2

and officials
- Officials of ULA/NHDA

and commitiee levels
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JI. Gravel road construction = NHDA Technical staff,
The programs are conducted with reference to the implementation
program for housing and all the different Qraupﬁ have heen
considered for training. Though aodest in scope in relation to
proagram scale, the training component is an indication of
committment Lo build up the skill level. Aparl from the training
for program implementation, training has to address the needs of
»ULA and Lhe communily groups.A sample of Lraining arageram is
given in Talle XI.

7.4, The role of thrift societies.,

The new shelbter program is making the loan mechanism more
effective: the concept of thrift and credit co-operative
societies has been promoted "to develop a community level
institution with financial management capacity to achieve rural
and urban development; especially for low income groups." (2)

The Thriflt and Credit Co-nperatives (TCC) ars instilutions of the
forrmal type. Until recently the name TCCs, have been associated
with a local financing needs of rural arsas. The TCCs can assist
the program mainly because of the coomunity groups that forn the
tasis of a prajeclt. At Lkhe &mmmunity level, the TCC can be an
effective arrangement to carry out the financial functions,

necessary to supnort housing. The inilial source of funcs has Lo

e established and in this regard, the TCC has to be interlocked
'.3with'an appropriate financing network such as the Peoples Rank
” 0¥_Sri Lanka, which has a track record of working with

rommunities. The major issue is the initial outlay of funds and
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its management - an igssue that should enable the separation of
financing and implementation sections of the program. At present
both are combined at the National Housing Development Aulbhorily.
Mure appropriate arrangemnt 14 as fulloﬁs: 1. Local
Imolementation —— LLA

2. National Tmoplementation ava Co—-ordination —— NHDA

3. Financing —— A nebtwoark of housing bvanks, aiffeFent frnmﬂthnga

operating as commercial banks

NOTES

1. Urbamr Development Autharity, City of Colomba - Development
Plan. Vol. {1 ., Part Il Sec. 3. Colombn, 1986
2. National Houwsing Development Authority, (NH D A)
1983 Performance in OQutline of the Ruras. and Urban Housing

Sub-Programmes, N HD A , Colomho. 1984. p. 23,
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FCHAPTER 8
8.0. Conclusion
8.1 The wrban low income shelter program in Sri lanka offers A
useful exaerience in revitalising the local laostiltutional selling
to deal with the problem of inadequate shelter. The
identification of ULAs as a critical implemenlting agency all the
local level has to be démmnstrated by assigning a set of key
tasks in the shelter program. At present, the ULA within the

heavy loan—orientation may hecome only a processing institution.

The scope of sheller oroqgram has to be, theraefore laced within

the lacal Development Plan and the (1A will be responsible for

a) Pregarabion of a long term Development Plan

L) Preparation of an investment plan with details of Annual

Inplementation Program.

wrorgram _has to be integrated with

he urhan low income shelter

this Development Plan which will be the lopcal refarence document




8.2 The assumptions of the program give rise to & Serious over
simolification of the problems of housing toy a mere lack of few
resowrce supports. Studies indicate to the contrary. While poor
live in impoverished shellkers, the causes are many especially in
terms of the sacio—-sconomic opportunities which have to be
adequately, diagnosed. Besides, simple financial asaistance alone,
as the program appears to assume (though coupled with ather
develonment activities) cannob deal with or help the family to
overcome the deficiencies in shelter.

The problem can be differentiated into several categories based
on a major deficiency. For example, there are communites
occupying floodable land which needs substantial inveshtmenti, more
than simple improvements to the shelter, to bring the living
conditions to a satisfactory level. Elsewhere, squatter locations
are ih z2ones which do not Have essential trunk-infrastructure to
plug—-in the new supply lines that would connect to the new
amenities provided within the commurity.

These two attributes of land and infrastructure have not been

adequately accounted for in compiling the costs of the current

housing program. In this sense, the program, based on simplistic

assumptions that resource supports in the form of Loans can help

low income families will not apply to a large portion of the low

income households which need higher than average cost of

improvement to land and infrastructure. Lower priority to

infrastructure will not _ensure the basic levels which the ULAsS

- shaould provide.
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8.3 Existing housing stock versus additions to stock.

The pragram has a major limitation of targetting for existing
housing stock. The programs of assistance do include sites and
services (See Appendix I1). But the sequence of project
management required for such a program, entirely different from
one adequate to dishurse loans and supervise its utilisation, has
not been incaorporated in the guidelines. As such the ULAs are not
actively engaged in'prngrams of land development and basic
services.

1t is necessary to implement the range of different options to

enable the ULA create the necessary impact on the local community

and be identified with the provision and maintenance of basic

services — the implementation of sites and services on _a scale

equal to the loan program is, therefore, very urgent to create a

supply side. In the absence of such a supply side even the

improved stock will enter into a faster pace of chanqing hands.
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8.4 Role of the orivate sector

The major emphasis of the program is its target of One million.
Bul the methods of reaching it have not been made diverse enough
to offeet the risks of reliance one few public sector
organisatinons, Though the ULAs can perform adequately at. the
local level with reference to lew income housing their capacity
to deal with large scale projects or several projects at a time,
and - their pace in diveloping the main infrastructure are not
compatible with targets. This invariably points to the role of
the private sector which can effectively manage and deliver on
time, whether it be required number 6f serviced plots or

devel oped land.

A policy for private sector participation has not been promoted

in the country and the private sector operations are restricted

to specific middle income housing projects in Colombo. In

relation to the capacity of the private sactor, the Master Plan

for Million houses could be sub divided and allocated for

implementation, so that several sub programs are in progress at

the same time.




8.5 Training and Informalion

The scope of a resouwrce support program assumes an efficient and
communi by ariented manoowerr back-up to translate the objectives
into reality. The prevailing technical man power capacity of the
public sector is not adequate or compatible with the several
procedures specified in the Implementation guidelines. The need
for training of personnel in Lhe central governmenl agencies and
ULAs is very high. hlﬁn weak in the manpower input in the inflow
uf professional skills sensiltive to housing lssues, The overall
setting demarnds a large network of trained project groups which
have to be well tralned. A wide varialy of training programs are

therefore needed in relation to major categories of activity.

Even though the Central Govt. Agency — the N.H.D.A. is concerned

with training as described earlier, a strong committment to

training of various types of personnel is necessary. The ULAs too

require adequate orientation, especially the local leaders and

political representatives.
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B.& The conbtribution.
The achievements of one million houses program may fall short of
the numbers especially in view of the simplified assumplions,

Nevertheless, its demonstration to the countfy,and other

developing countries lies in the cost effective and participatory

approach with which the otherwise burdensome public housing

programs have been transformed into simple resource supports

facilitatiqgrthose in need of better shelter.
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