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The Need for Housing 

There can be little argument about the 
enormous need for housing; along with food 
and clothing, it is recognized as a basic 
human necessity 

By the year 2000 there will be a new 
population of nearly one billion people to be 
accommodated in urban settlements in the 
developing countries. The vast majority of 
these people will be poor. The impending 
explosion of urban population will occur in 
cities which are already in desperate 
physical, economic and social straits. Some 
ninety percent of all urban households have 
monthly incomes of $50 (U.S) or less. 
Unemployment averages fifteen to twenty 
percent of the labour force. Almost half of 
all urban households have no piped water 
service. Illiteracy, in absolute numbers, may 
be increasing. 

New capital investment of almost one tril
lion dollars will be required to provide 
minimal housing, infrastructure, facilities 
and jobs for this population Urban de
velopment is only one priority among many 
development areas such as agriculture, rural 
development and defense, and capital 
investment is usually much less than operat
ing expenses in most national budgets In 
most urban centres land is supject to 
speculation, causing land value increases 
ranging from ten to twenty-five percent 
annually. Land speculation causes aberra
tions which affect the entire urban de
velopment process It catalyzes uncontrolled 
spreading of the urban area and raises the 
costs of public services. Most damaging of 

all, speculation excludes the low income 
family from land ownership, thereby giving 
rise to squatting. 

The public sector in most developing 
countries is ill-equipped to respond to these 
enormous urban challenges There is a 
fundamental lack of skilled technical and 
administrative capabilities, in addition to 
obvious financial difficulties. The public 
sector frequently operates on obsolete 
legislative bases, reminders of the colonial 
periods when emphasis was on control of 
habitat for the benefit of the colonial elite, 
rather than on stimulating development 
opportunities for the general population. 
This heritage perpetuates cumbersome, often 
counterproductive administrative and 
management practices, and supports the 
over-centralization of decision making 

The conclusion derived from even the most 
cursory review of constraints affecting 
housing trends in the developing countries is 
that the public sector has very little in
fluential capacity Significant and continu
ing improvements in the quality of life, 
particularly for the poorest and most 
disadvantaged, demand a long-term 
commitment of world resources. There is an 
urgent need to establish policies and 
formulate strategies toward this objective 

The Economic Contribution of Housing to 
Development 

Economists have traditionally viewed 
housing as only one of many alternatives 
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for the deployment of scarce resources. 
They argue that housing is expensive, 
usually with relatively high capital output 
ratios The counter-argument espoused by 
housing advocates is that the economic 
benefits of housing may be underestimated, 
and the low productivity of housing relative 
to other sectors is perhaps overstated. It has 
been argued that the increased rents derived 
from housing are insufficient measures of 
the benefits produced. Additional benefits 
should also be considered, including the 
increased work productivity of rehoused 
workers, improved health and lower health 
care costs of residents, increased motivation 
and educational attainment of rehoused 
children, reduction in crime and juvenile 
delinquency, and reduction in loss from fire 
Thus, perhaps the greatest economic and 
social returns from housing investments 
emanate from some of the broader elements 
under the umbrella of "housing," from basic 
infrastructure and supporting services rather 
than from housing structures themselves. 

Additional benefits from housing also 
deserve consideration. The incentive of 
home ownership can attract otherwise 
unavailable private savings to specialized 
financial institutions. The resultant institu
tional liquidity can facilitate the provision of 
short and long-term credit for home 
construction and purchase Many Islamic 
governments are currently expanding their 
capacities in housing finance and thrift 
institutions, and this could have important 
implications for present and future growth 

industry a major contributor to economic 
progress. 

Housing construction offers rural migrants a 
point of entry into the urban job market It 
is relatively labour-intensive, and offers 
employment opportunity to large numbers 
of unskilled workers at a near zero 
opportunity cost. The House Building 
Finance Corporation in Pakistan has esti
mated that for each 10,000 homes built in 
Karachi, 32,500 man-years of employment 
will be generated These figures do not 
include the mUltiplier effect of housing 
construction on employment in sub-sectors 
such as building materials, furniture making, 
transport services and infrastructure 
construction. Rapid development increases 
employment in the construction industry: in 
Morocco, for example, employment in the 
private building sector increased from 
56,000 to 96,000 between 1960 and 1970. 

The demand for building materials created 
by increased housing construction may 
enable materials industries to meet the 
necessary economies of scale for sustained 

Housing programmes provide an excellent 
opportunity for increasing the efficiency of 
urban land use. Housing can be planned 
near employment opportunities and 
commercial centres to reduce the loss of 
energy and time. Well-planned housing will 
use the urban infrastructure most efficiently, 
and reduce the need for subsequent wasteful 
demolition Better housing can also improve 
the tax base of municipal governments The 
housing construction process itself can have 
a positive impact on other sectors of the 
economy. A dynamic construction industry 
is the sine qua non for successful de
velopment. Housing programmes can 
provide a major stimulus to the development 
of skills, entrepreneurship and capital Lyari, Pakistan view oj a residential street 

investment needed to make the construction Photo H-U Khan 

production. Housing construction, and 
particularly low cost housing construction, 
uses a higher percentage of locally produced 
materials than other types of investment. In 
countries where the production of building 
materials is limited, as in Morocco and 
Tunisia, between ten and twenty percent of 
the value of the housing investment may be 
imported. In recent years, however, these 
countries have taken steps to increase 
domestic production of cement, structural 
steel and other basic housing components. 

Social Stability and Housing 

Studies have shown a high degree of cor
relation between poor housing and disease, 
delinquency and other types of social 
deviance. Properly planned housing projects 
can contribute to socializing people into 
urban communities and further their 
aspirations for social and economic 
progress. Home ownership contributes to an 
individual's sense of satisfaction and, as is 
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frequently argued, may contribute to 
political stability. Housing investment also 
creates substantial opportunities for the 
urban poor. It might be feasible to someday 
overcome the uneven income distributions 
so prevalent in the developing countries, 
thereby eliminating a serious cause of social 
unrest. 

Constraints on the Contribution of Housing 
to Development 

Given the recognized tremendous deficit in 
housing supply, the enormous demand for 
housing merely to keep pace with popula
tion growth, the important economic 
benefits which could be achieved through 
housing development and the high social 
priority given to housing by the people of 
all nations, why isn't the performance of the 
housing sector better in most countries? 

There are a number of reasons why the 
housing sector has not maximized its 
contribution to national development. One 
serious problem has been the lack of defini
tion of roles to be played by the public, 
private and popular sectors in supplying 
housing. A national housing policy should 
define the respective roles of public and 
private sectors in housing. The role of each 
sector should be related to the three basic 
functions: to build, to finance and to 
facilitate. This concept, first introduced by 
John Turner, implies a broad range of 
options: it is therefore important that rela
tive roles be clearly defined. 

Most housing policies will specify in some 
degree of detail what the public sector 
expects to do in the housing field. The 
difference between this level of effort and 
the estimated housing needs is usually 
rendered as a single quantified figure labeled 
"private sector." This simplistic approach is 
detrimental to housing for two reasons: it 
does not provide clear guidelines to the 
private sector about how it is to respond, 
and it does not demonstrate that the private 
sector can meet its production target with 
the resources available. 

housing is directly related to the capability 
of private sector construction firms. For the 
private sector to enter the housing field it 
must have reasonable expectations of 
freedom of operation, with only as much 
regulation as necessary to protect the public 
interest; it must have access to credit and to 
land, and must be allowed an acceptable 
rate of return on capital. Conversely, it is 
important that the role of the public sector 
be firmly established, so that it can regulate 
the provision of adequate financing and 
perform those functions that fall outside 
the responsibility of the private sector. 

The position of government toward the 
popular sector should also be specified in 
the housing policy. The term "popular 
sector" refers to self-building and financing 
by individuals, predominantly low income 
households, outside the formal channels of 
the public and private housing sectors. In 
most countries, the public and private 
sectors cannot (at least in the near term) 
meet the full housing demands of the 
population. The popular sector will there
fore have a continuing and vital role to play 

in meeting the shelter requirements of many 
populations. The means by which the 
government is prepared to facilitate the 
development of popular sector housing 
should be specified. These might include 
procedures for securing land tenure, access 
to credit for house construction or im
provement, exemption from building codes 
and other regulations appropriate only to 
higher standard housing, as well as any 
negative restrictions on the location or 
construction of such housing. 

The fact that insufficient attention has been 
paid to the creation of a viable housing 
delivery system is another reason why the 
potential of housing in national develop
ment has not been fully realized. It is 
necessary to establish a housing delivery 
system within each country which reflects 
the overall objectives to be achieved and 
provides a procedure for their implementa
tion. The legislative base is frequently 
ignored in determining housing policy, yet it 
often has an important counterproductive 
effect on the achievement of housing 
objectives. Building codes, subdivision 

In most countries the private sector plays an Lyari, Pakistan: an urban neighbourhood notable for its self-help implovements 

important role; the quality and adequacy of Photo: H-U Khan 
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procedures and zoning laws may be very real 
constraints on the housing process in 
relation to the available resources. Taxation 
laws or laws governing the landlord-tenant 
relationship may inhibit the development of 
a rental housing market. 

Legislation also defines the housing finance 
system. In addition to establishing finance 
institutions and defining their authority, 
legislation affects land tenure, mortgage
ability and title registration. In setting a 
housing policy, careful review of the 
legislative framework is imperative. De
cisions must be made about whether the 
existing legislative base is conducive to 
achieving the desired housing policy goals. 

In the creation of housing policy, many 
countries have found themselves faced with 
a chaotic administrative situation resulting 
from the ever-expanding number of 
agencies and actors involved in the housing 
process. There has been a tendency to create 
a superfluity of agencies, in response to 
narrowly defined housing needs and as a 
method of camouflaging the failures of 

agencies already in existence. These effec
tively hamper the administration of even the 
most coherent policies. As the definition of 
housing becomes more environment
oriented and includes aspects of public 
utilities, community services and employ
ment, it is conceivable that this problem will 
worsen. In Pakistan, at the central level of 
government alone, twelve ministries or 
major divisions conduct significant housing 
functions. The proposed national housing 
policy makes the reorganization of housing 
administration one of its three main goals. 

The failure of housing programmes to 
respond to the real needs of the population, 
particularly the urban poor, is a third reason 
why housing has not maximized its con
tribution to national development. A 
national housing policy should be designed 
so that it clearly responds to the real needs 
of all income groups. The lower income 
groups are sometimes not considered in 
housing policies, on the grounds that they 
are a part of the popular sector and 
therefore outside the concern of formal 

/smailia, Egypt. The new, highly subsidized mass housing project in the backbround is foreign to local 
architectural tradition 
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policy. This attitude fails to recognize both 
the importance of better living conditions 
for the lower income groups and the 
contribution they can make to national 
economic development. 

Governments too often view housing policy 
from the point of view of national or 
collective aspirations. This is apparent in 
goal statements related to "minimum 
standards of decent housing" which are 
supposed to be achieved for every family. 
Projects of this nature become matters of 
national prestige, whether or not sufficient 
resources exist to make them significant on 
a national scale. Policy statements which 
stress the importance of high minimum 
standards for low income families often 
make erroneous assumptions about the 
priorities of that sector, and are likely to 
find their position either unenforceable or 
counterproductive in the long run. It is 
important for households to manage their 
own resources, however meagre, in order to 
achieve the best possible standard of living 
in accordance with their own needs and 
priorities. 

Many constraints at work within developing 
countries act to inhibit a national response 
to the needs of the urban poor. The failure 
to consider them in project development and 
execution is at least partly responsible for 
the slow progress achieved to date. One 
reason for the unenthusiastic government 
response is the very real concern that direct 
and meaningful programming for the urban 
poor, and encouragement of their active 
participation in decision making, will inspire 
demands from this presently docile segment 
of the popUlation that cannot be met. 

Among the politically active and upper 
income popUlation, many legitimate housing 
needs are not being met. Families well above 
the fiftieth percentile on the income curve 
cannot find suitable housing, gain access to 
long-term housing finance, or obtain 
acceptable levels of public services. It is no 
wonder that they frequently co-opt housing 
intended for lower income target groups. 

Programming for the urban poor would 
require entirely new technical understand
ing. There is indeed a great shortage of 
technicians in developing countries, and 
those who are there are incapable of 
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responding to the needs of the urban poor 
Their training was obtained under the 
now rejected concept of "minimum 
acceptable standards." All planning, 
engineering and architectural schools in the 
1950s and 1960s taught minimum standard 
rules-of-thumb: so many litres of water per 
capita per day, the virtues of water-borne 
sewage systems, the exact number of 
hectares per thousand population for 
schools, health centres and parks, and so on. 
Urban economics were not included in the 
training or early experience of these 
technicians. 

Suggested Improvements in the Contribu
tion of Housing to National Development 

Housing should be clearly recognized as a 
contributing factor in national economic 
development. The central objective of 
housing policies and programmes should be 
to achieve the maximum addition to the net 
housing stock of the nation. The funda
mental emphasis must be on reducing the 
housing deficit and achieving levels of 
production which can keep pace with new 
household formation. Since there are 
enormous numbers of dwelling units to be 
provided, each nation must use its limited 
resources in the most efficient way. This will 
often require substantial revision of current 
policies and procedures. Even with a 
well-organized approach to housing in both 
the public and private sectors, it is unlikely 
that most countries will meet the needs of 
their low income group. Developing coun
tries must therefore recognize the potential 
contribution of the popular sector, and 
encourage self-help housing. 

The first requirement must be cessation of 
those actions, such as the demolition of 
squatter settlements, which are counter
productive to the central objective (ensuring 
maximum net addition to the housing 
stock). The popular sector should instead be 
recognized as a legitimate supplier of 
housing. Appropriate areas should be 
provided within cities for self-built houses 
with or without government-provided sites 
and services projects. 

There is real potential for improvement in 

El Hekr district oj /smailia, Egypt. The dynamic normal housing p/Ocess oj development and 
densification contrasts with the public housing project behind, incapable oj any adjustment or change 
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the quality of life available to the urban 
poor. Many developing countries have 
responded to this challenge with innovation 
and imagination, and certain general criteria 
for programmatic response are beginning to 
emerge. Housing programmes for low 
income people must be capable of massive 
application on a sustained basis. They must 
have low per capita operating and capital 
costs, with potential for cost recovery from 
the urban poor. They ought to provide 
substantial opportunity for self-help and 
participation from their inhabitants, and 
must have minimal administrative require
ments. Finally, they must be flexible and 
capable of change in response to the 
changing needs of the urban poor. 

Although rural development may well take 
precedence over urban development in the 
overall allocation of capital resources, 
housing funds should be directed primarily 
to the urban sector. This assertion is based 
on the fact that housing problems are most 
acute in urban areas; rural housing needs 

can be more efficiently met through 
self-help. The distribution of housing 
resources in urban areas should reinforce 
any national strategies for popUlation 
distribution. Large urban centres should be 
encouraged to maintain housing stock 
through upgrading programmes; they should 
allow expansion at the rate of popUlation 
increase, through sites and services projects 
which will not in themselves invite addi
tional immigration. 

There is a need to reduce the average per 
unit cost of formal public sector housing, in 
order to build more units with the same level 
of capital investment. By reducing the 
average size of dwelling units built, lowering 
the infrastructure standards, improving the 
site planning and architectural design and 
improving the building technologies used, 
this will be possible. 

To increase the contribution of housing to 
national development, the highest priority 
must be given to allocating housing re
sources to the lowest income groups 



The Contribution of Housing to National Development: Can More Be Achieved? 6 

However, there may be severe housing 
shortages among all income groups; gov
ernments should be encouraged to facilitate 
private sector response for the benefit of the 
entire citizenry, so long as the cost is borne 
by the beneficiary. The public sector has a 
major role in meeting overall housing needs: 
in order of decreasing priority, this role is to 
build, to finance and to facilitate. 

It is a major responsibility of the public 
sector to ensure that enough urbanized land 
is available for residential development. The 
priority should therefore be on the de
velopment of sites and services projects, with 
or without core house units. Existing 
housing stock should be conserved and 
settlement upgrading projects given 
emphasis on a city-wide basis. The public 
sector ought to build complete housing units 
only if some special objective is desired, or if 
the private sector lacks the capacity or 
cannot be induced to take the risk. 

The second major responsibility of the 
public sector is to make certain that an 
adequate housing finance system is working 
throughout the country. The government 
should be encouraged to provide sufficient 
equity and seed capital to assist housing 
finance institutions, but the ultimate burden 
must be on the mobilization of private 
savings. 

The public sector has both the responsibility 
and the opportunity to facilitate actions by 
the private and popular sectors It can 
ensure an appropriate legislative base and 
therefore an effective government housing 
administration system, one which encour
ages the private and popular sectors to 
achieve their roles in the overall housing 
delivery scheme. 

Housing Subsidies 

At the heart of any public financial policy 
for housing is the issue of subsidies. The 
subsidy level in public housing programmes 
for the low and middle income groups may 
be as high as seventy-five or eighty-five 
percent of the total unit cost. Subsidy will 
increase in the years ahead as the real 
income of the target group lags behind the 
ever-increasing costs of construction. 

Government use of subsidies acts to the 
detriment of the overall housing sector. It 
tends to limit the amount of housing which 
can be built over time by the public sector, 
and it discourages the private sector from 
meeting the needs of middle and low income 
groups because they cannot compete with 
the subsidized pricing policies. Although it 
may not be possible for a country to 
terminate all subsidies abruptly, the 
objective should be to phase them out and 
establish viable, self-financing public sector 
housing institutions. The first steps are to 
initiate cost accounting of the subsidies 
currently provided, and to move away from 
interest rate subsidies (which require annual 
contributions during the life of the 
mortgage) toward one-time only subsidies. 
Modest specialized subsidies which have 
some national purpose might be appropriate 
in a few clearly defined situations The 
reason so many housing professionals and 
international agencies are not in favour of 
subsidies is not a lack of concern for the 
poor; rather, most subsidies substantially 
damage the viability of the public house
building agencies and question their ability 
to continue operations over the long run. 

Housing and Urban Development Policy 

The housing sector should playa vital role 
within a broad, long-term national urban 
development strategy. Although each 
country must formulate and implement this 
strategy according to its own constraints, 
policies, resources, culture and climate, there 
is a certain universality to the organization 
of an urban policy. It includes, in varying 
degrees of magnitude and importance, a 
number of shared dimensions. One of these 
is the recognition that urban development is 
integrally related to rural development. 
There is no neat way of breaking the 
linkages between urban settlements and their 
rural hinterlands: each is actively dependent 
on the other, and both must be developed in 
harmony. Together they represent a 
continuum spanning the entire national 
socioeconomic development effort. 

For effective action, there should be a 
typology of human settlements which 
recognizes differing needs and development 

opportunities. Each level of settlement has a 
particular function in the overall national 
development scheme. Villages and market 
towns can provide services to rural popula
tions, strengthen marketing channels and 
introduce agri-business and non-farm 
employment opportunities. Secondary cities 
and provincial capitals can be useful to 
achieve regional balance and popUlation 
distribution, establish infrastructure for 
decentralization of government, urban 
services and industrial jobs, and provide the 
basis for long-term economic growth. 
Primate cities and national capitals ought to 
recognize their positive and unique con
tributions to national development. They 
should provide for large-scale absorption of 
marginal labour, reduce development risks, 
achieve economies of scale and express 
national aspirations. 

There ought to be a clearer recognition of 
the dual nature of most urban centres. They 
contain both a high-standard core area of 
quality buildings (residential, commercial 
and industrial) with adequate levels of 
infrastructure and public services, and a 
large surrounding area of unplanned, 
unserviced, marginal settlements consisting 
of low-quality housing, micro-commerce 
and cottage industry. 

Additional high-standard modern develop
ment should be encouraged in primate cities 
and national or provincial capitals. Despite 
the fact that the present housing crisis 
focuses on marginal settlement areas and 
low income groups, all nations need to build 
higher quality modern increments as 
symbols of their aspirations and as an 
essential physical, social and economic 
envelope for modernization. The costs of 
this type of development should be fully 
charged to the beneficiaries; the mass of 
urban and rural poor must not be required 
to subsidize it through indirect taxation, nor 
asked to forego their legitimate right to a 
fair share of the national resources. 

Governments should stop undertaking 
actions which are inherently counter
productive to the present situation and are 
harmful to the people, especially the lowest 
income groups. They should no longer 
destroy the houses of squatters and low 
income settlers without offering alternative 
residential accommodations. Nor should 
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Vicinity of Giza pyramids, Egypt. In the background, informal housing; in foreground, the beginnings 
of new construction 
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they discourage the hawking, marginal 
transport modes, micro-commerce and 
industry which allow low income groups to 
make their living. They cannot allow 
substantial subsidies through low interest 
loans, below-market pricing and favourable 
taxation laws to benefit middle and upper 
income groups at the direct expense of the 
low income groups. 

Projects should be initiated for low income 
groups in the marginal settlement areas to 
achieve immediate upgrading of the existing 
habitat. This includes programmes to 
improve consumption levels of public 
facilities and services, at whatever standard 
is permitted by available resources, given the 
total population needs. The Kampong 
Improvement Programme in Indonesia is an 
example which other countries would do 
well to follow. 

Governments can establish the bases for 
sustained improvement and expansion of 
human settlements through a variety of 
measures. They could display concentrated 
efforts to curtail land speculation and ensure 

an adequate supply of land for meeting the 
needs of all income groups. They might 
develop sites and services programmes on a 
scale capable of meeting population growth, 
and encourage programmes which generate 
employment in both the traditional and 
formal sectors. They should strive toward 
sustained improvements in public facilities 
and services, particularly in health and 
education, improved food supply and 
nutrition, and access to credit for shelter, 
commerce and industry (especially for the 
low and middle income groups). 

Housing programmes should be integrally 
related to the efforts of the developing 
countries to formulate a general urban 
policy response. There is little need and little 
likelihood for sensational new technological 
breakthroughs suitable for mass application. 
What is needed is sustained support to the 
people-the greatest resource in developing 
countries-to use their own skills, 
knowledge and natural abilities to improve 
the urban environment. 
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