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Food, clothing and shelter are, and have always been considered and acknowledged to be basic social needs.  A critical aspect of economically weaker sections (EWS) of the society is that they cannot satisfactorily meet these basic needs.  Despite their meager income levels, the poor somehow manage to obtain food and clothing. However, housing remains “unaffordable” for them.  Therefore, they look towards the State for support in provision of housing.  The poor and low income population forms a very sizeable portion of the society in most countries of the developing and under developed world; South Asia is no exception.  The very fact that the economically weaker sections of the population form an important and deciding vote bank for the politicians has made Pro-Poor Housing a political sloganism.  We see different programs like “Slums Free Cities,” “Mang Raha hai Har Insaan, Roti Kapra Aur Makan”, “Housing For All,” and so on.  In a few of such programs the delivery is SOME while in many it is NONE.  The supply of low-cost, low-income housing is very meager relative to the mammoth size of the shortage in this category, and in most of the countries in the region nearly the entire urban housing shortage is in this segment of the population.  Pro-Poor housing is the common issue of the South Asia region.  Each country has its own challenges in terms of geo-socio-economic parameters, has taken different initiatives to address the issue of “shelter less poor,” and thus has its own experiences and learning curve.  Thus, there is a need to share experience, knowledge, technology and expertise.  There is a need to share the regional success stories and successful models that may be adapted to country specific conditions.  

I. The South Asia Region 

This paper covers the six countries of the region, namely Afghanistan, Pakistan, India, Bangladesh, Sri-Lanka, Thailand and Indonesia. Housing has a direct relationship with the population, and it is an essential social need regardless of affordability. It is important to note that the region represents nearly one-fourth of the world population, i.e., one out of four people on the planet live in the South Asian region.  The Table 1 presents the regional scenario in terms of population, urbanization and growth.  India alone has an urban population of 329 million people and an urban housing backlog of 25 million units, while Pakistan, with an urban population of 58 million people, has an urban housing backlog of about 3 million units.  Afghanistan presents a unique situation, where due to almost three decades of war and destruction, a sizeable portion of the existing housing stock has been either been totally destroyed or partially damaged.  A World Bank study estimates that an estimated $ 2.5 billion would be needed to do reconstruction and rehabilitation in Kabul alone.
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Whereas the issue of the massive housing shortage and very limited supply is very challenging, particularly in the low-cost/low-income category, housing finance is also limited, when viewed in the context of Mortgage Debt to GDP Ratio.  The region is among the lowest in terms of outstanding mortgage finance, with an average MD to GDP Ratio.  As seen in Figure 1, the ratio is 7% in India, 1% in Pakistan, 17% in Thailand and 42% in the European Union. To date, mostly the specialized housing finance institutions in the public sector have dealt with housing finance in the region. India and Pakistan experienced an emergence of housing finance companies (HFICs) in the seventies and eighties.  As opposed to public sector specialized housing finance institutions, where long-term funding was being provided by government, the HFCs were to raise their own long-term funding from market sources. In the absence of long-term funding facility institutions (mortgage refinance institutions), this became the major challenge for HFCs to sustain their operations, and in some countries like Pakistan this became the primary reason for closing a number of these institutions. In India, the National Housing Bank (NHB), the regulator of HFCs, played the role of long-term funds provider to HFCs.  While the major portion of the housing shortage is in the low-cost/low-income category, there are very few housing microfinance institutions operating in the region, especially in relation to demand.  Furthermore these housing microfinance institutions have no access to long-term funds, and most of their mortgage lending is of short tenor, and for home improvement.  Very little of their financing is for incremental housing finance.  
Figure 1
Housing Debt to GDP (percent)
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II. Where the Urban Poor Live
Nearly all countries of the South Asia region face a sizeable housing shortage, and most of that shortage is in economically weaker sections (EWS) of the society. The question arises as to where these urban poor live. The urban poor find refuge/shelter in the following forms:

· Higher Persons/Room Density:  The occupancy per room is very high in the region.  For example the average Persons/Room density in India and Pakistan is around 3.5, as compared to 1.1 in the EU and 0.5 in the USA.  

· A tourist round of major metropolitans would show homeless/ shelterless living on footpaths and even taking shelter in abandoned sewerage pipes.  In India many movies like “Slum Dog Millionaire” depict such situations in metropolitans like Mumbai.  

· Urban poor live in Slums, Shanty Towns, Jhopar Patti, Basti, Katchi Abadi, Squatter Settlement, and illegal habitats; and wherever they can find any shelter.  Nearly half of the inhabitants in metropolitan cities like Karachi, Mumbai, Dhaka, Manila, etc., are considered “slums dwellers.”  

A slum household is defined as a group of individuals living under the same roof lacking one or more of the following conditions, in particular access to improved water; access to improved sanitation facilities; sufficient living area (not more than three people sharing the same room); structural quality and durability of dwellings; and security of tenure.

This is one simple definition. In reality, most of the slums dwellers in this part of the world face conditions even worse than those indicated above.  
III. Slums Prevalence in Some South Asian Countries
The prevalence of slums is a global issue, from Latin American countries, to Africa, Asia and the Pacific.  The South Asia region alone is a habitat to nearly one-fourth of the world’s population, and nearly half of the world’s poor, and the challenge of Pro-Poor and Housing Microfinance is beyond any imagination in South Asia.  

A quick view of the issue in some countries on the region is given below.

Afghanistan has a total population of more than 25 million people, with the population of Kabul being in excess of 3 million people.  Although the country has endured more than three decades of a war like situation, Kabul has remained the main victim of the devastations of the war; most of the housing stock in Kabul is partially or totally damaged or destroyed.  It is very difficult to have any realistic estimate of the livable housing stock in Kabul.  Nearly 80% of the Kabul population (3 million people plus) lives in slums, damaged or destroyed housing.  A World Bank study estimates that around US$ 2.5 billion
 are needed for repair, renovation and reconstruction of housing in Kabul.  

Pakistan has an urban housing shortage of around 3 million units, most of which is in the low-income category, a candidate for small and micro-housing finance. This has resulted in mushrooming growth of slums and squatter settlements in major metropolitan areas of Pakistan.  Karachi alone, with a population of around 16 million, has 800-1000 slums, sheltering about 7.6 million people (or 1 million households). With a Karachi population estimate of above 16 million people, this makes one-out-of every two people in Karachi living in slums.  

India has an urban housing shortage in excess of 25 million units, nearly all of which is in economically weaker sections of the society.  The issue of shelterless poor, coupled with massive urbanization in major metropolitans like Mumbai, Kolkata, and Delhi, etc., is breeding the already existing major challenge of slums, “Jhopar Pattis”, and squatter settlements in India.  An estimated 52,000 slums are officially recognized that represent about 14% of the total urban population. India has taken quite a few initiatives in this direction, as discussed in Section 5-B. Such experiments offer some tangible solutions which need to be evaluated and documented. Many initiatives have been experimented in Mumbai for slum improvement and slum up-grading. Although it is worth providing more details of these initiatives, it is beyond the scope of this article. An ideal platform for more intensive research in this topic would be the South Asia and Pacific Housing Forum (SAAPHF), recently established with its Secretariat in Delhi.  

Bangladesh has a unique issue of having the highest population density of over 1,000 people/Sq Km, while in Dhaka city it is more than 10,000 people/Sq Km.  Dhaka alone has more than 2,100 slums, and  a slum  habitat for more than 2 million people.  

Sri Lanka: A considerable share of the population of Sri Lanka lives in plantations, slums and shanties.  Like other metropolitans in the region, the capital city of Colombo has an expanding slum population, and offers a major challenge to the urban planners.  

Indonesia has a population of more than 225 million people, and nearly 17.2 million families live in about 10,000 slums.  Though the Government has started many programs to address the issue of slums and squatter settlements, no solution has been identified. 
Since the problem is so gigantic, having multifaceted challenges and no short-term solutions, how should the planners approach the issue?  One quick and obvious answer would be a two-pronged approach:

· Slum improvement and up-grading programs, and

· Slum rehabilitation programs

IV. Urbanization and Population Explosion in Major Metropolitan Areas
The world population is expected to reach between 7.9-10.9 billion by the year 2050.  By 2030 nearly 60% of the world population will be urban, and more than half of that will be urban poor, living in poor habitats and slums.  The urban population growth rates are the highest in the developing world, which absorbs an average of 5 million new urban residents every month.  In 1950, about 232 million people lived in urban areas, which represented about 17% of Asia’s total population.  In year 2005, Asia’s urban population has gone up to 1.6 billion people, or about 40% of the regions total population.  It is further estimated that by 2025 nearly half of Asia’s total population will be urban, thus posing a major challenge to the urban planners and housing policy makers.  

There are many factors contributing to massive urbanization and urban housing shortage, some of which are:

· Urbanization and population growth: Major metropolitans around the globe are experiencing a very high urbanization rate, in addition to the generic growth of the population.  This aggravates the already existing massive urban housing shortage.  For example, the city of Karachi, having a population of more than 16 million people (10% of the country’s total population) is growing at 2.5% due to generic population growth, whereas the population growth attributed to urbanization is around 5-6%,  thus the overall city population growth is more than 8%.  The city of Kabul, with a population of 3 million plus, is estimated to have an urbanization rate of about 15%, primarily due to returning refugees.  

· Depletion of existing housing stock: The urban planners, chasing an already existing housing shortage, rarely consider the depletion of existing stock as a further addition to the existing housing shortage.  Considering a very nominal depletion rate of 1%, (a house getting depleted in 100 years), it amounts to a depletion of  about 2.4 million housing units per year in India and about 0.2 million units per year in Pakistan.  In Pakistan, with an annual addition of new stock estimated at 0.3 million units per year, this means a net addition of only 0.1 million units per year.  In Kabul, where nearly two-thirds of the housing stock is already damaged or destroyed, and more than 80% of the city population lives in slums, the high urbanization rate further compounds the housing issue.  

· Changing cultural norms (persons per household): In most of the counties the cultural norms are changing in terms of family size and persons per household.  The family size is decreasing, children are living independent and moving away from larger families living under one roof, requiring more housing and thus adding to the already existing shortages.  

· Economic reasons: Due to economic growth and prosperity, more employment opportunities appear in the cities, whereas due to mechanization of agriculture, more unemployed people appear in the rural areas, looking for job opportunities in the cities.  Again the poor people migrate to the cities primarily for economic reasons, preferring to live close to their place of work.  Since urban planners fail to quantify the level of urban migration at this rate, and consequently do not adequately respond to the urbanization challenge. The land mafia supporting squatter settlers’ move on a fast-track. As a result, the squatter settlements and slums are growing at a fast rate, which over a period of time, take the shape of more permanent dwellings.  

Due to the above reasons for the explosion in urban population and the failure of urban planning, the cities are expanding in circles around circles, rather than growing in a planned manner with development of satellite towns.  The rising land prices in the cities force the poor to suburbs and areas beyond city limits, with no civic amenities, transport, utilities, or municipal services. The illegal habitat and slums developed within cities, generally have access to some of these civic amenities, becoming an incentive to develop illegal habitat and slums within the city limits.
V. Pro-Poor Housing and Housing Finance: 

The issue of low-income and low-cost housing is to be addressed with a two-prong approach, the Finance Side and Supply Side:
A. Micro-Housing Finance

Even if the cost of housing is managed by the developers at lower levels, the economically weaker sections of the society need financial empowerment, to enhance their affordability due to their very low-income levels, and other issues like income sustainability, income verification, etc.  Such micro housing finance institutions, also called Social Housing (Finance) Intuitions, would operate under microfinance business models.  In India, the National Housing Bank (NHB) has launched the Housing Microfinance Program, under which NHB provides financial support and long-term funding to microfinance institutions. In Sri Lanka the Women’s Bank is providing similar support to the female population.  In Bangladesh, the Grameen Bank and Islamic Bank of Bangladesh run housing microfinance programs.  In Pakistan, the housing micro finance program is run by Tameer Bank and Kashaf Foundation, whereas The First Micro Finance Bank of Afghanistan has recently entered the housing microfinance area.  However, in most of cases, housing microfinance is restricted to short and medium loans for renovation and home improvement, primarily due to lacking long-term funds.

B. Micro-Housing Supply

The Governments need to make collective efforts, under a shared wisdom of all the stake-holders, in order to promote low-cost/low-income housing supply on a large scale.  The public sector alone can not address this issue, and combined efforts and initiatives, under public-private partnerships, are needed to find wholesale answers to this mega issue.  There is a need to establish micro-housing finance institutions, also called Social Housing (supply) Institutions,  to promote large scale low-cost/low-income housing projects either as public sector projects or under public-private partnerships. Such programs certainly need “Smart Subsidies’ from the State, intelligently built into the schemes.  In order to manage affordability, these programs could also promote “incremental housing” projects as well.

Different policy initiatives have been taken in countries of South Asia to promote micro-housing supply and micro-housing finance.  A brief review of these initiatives follows. 
1. India 

The Indian Government has taken various policy initiatives to promote housing and housing finance.  Some of these policy initiatives are:

· First National Housing Policy-1988 (revised in 1994 and 1998)

· National Urban Housing and Habitat Policy, 2007 with a focus on urban poor

· Policies and Programs through successive 5-year Plans

· NHB as regulator for HFCs (1988), along with the Reserve Bank of India (RBI), the regulator of commercial banks, manage such schemes.
· Housing being a State Subject, so centre/province coordination through the provincial Housing Development Boards is being facilitated.
· Governments realized in 1980s that public sector alone cannot deliver on housing and housing finance, especially in the social housing segment. Therefore the active involvement of Private Sector was considered essential and was promoted.
Monitor India, a research group has played a major role in the quantitative and qualitative assessment of the low-income housing issue in India.  Its findings are now the primary document being used by various stakeholders in planning and execution of pro-poor housing projects.  The Indian Government had taken some specific missions to promote pro-poor housing, for example the Jawaharlal Nehru National Urban Renewal Mission (JNNURM) across 63 cities. The program is moving ahead with a great success.  Under another program of Basic Services to the Urban Poor (BSUP), the Government provides a garland of seven entitlements/services to the poor urban localities.  The Indian Government has also introduced some special subsidy schemes like the Indira Awas Yojana (IAY) to help poor and vulnerable groups. The objectives of Indira Awas Yojana is to help with the construction of housing units by members of scheduled castes and tribes, freed bonded laborers and also non-scheduled castes and. To assist the poor by making mortgages and home finance affordable, interest rate subsidy schemes have also been introduced. Loans are provided at below market rate for housing, and at normal rate for housing infrastructure through the National Housing Bank and the Housing and Urban Development Corporation. Another such scheme is ISHUP (Interest Subsidy Scheme for Housing the Urban Poor).

2. Indonesia
The Constitution of Indonesia stipulates that every citizen has a right to live in a decent and healthy house and environment.  The Government has launched various programs to meet this constitutional obligation, like:
· National Movement for One Million Houses (2003), to provide affordable housing and to improve quality of living environment

· Subsidized Home Mortgage (KPR) for low-income communities (1976)

· Ministry of Housing launched Sharia compatible KPR Sharia called (KPRS) schemes in 2005 
3. Afghanistan 
Afghanistan’s current population is around 25 million plus, which is likely to reach 37 million by 2015. More than 80% of the people belong to Economically Weaker Sections, and thus are candidates for micro and low-income housing and housing finance.  Informal settlements shelter 80% of the population and cover 69% of the residential land in Kabul.  One-third has no titles, and an equal number have non-bankable titles.  The population of Kabul is estimated at 4.1 million, whereas most of the existing housing is either damaged or destroyed.  The potential demand for Housing Micro Finance is huge.  Currently two institutions are attempting to address this issue: the Microfinance Investment Support Facility for Afghanistan (MISFA), a donor supported initiative to promote microfinance in Afghanistan, and First Micro Finance Bank (FMFB), an MFI in the private sector.  These initiatives are too meager for the size of the problem.  By 2009 MISFA had a client base of 422,000, being served through 16 NGOs.  Very few (2%) of these are home improvement loans.  Its outreach covers 26 provinces, and nearly 60% of the clientele are women.  The MISFA MF Program has an urban outreach of 72% and rural outreach of 28%.  The First Micro Finance Bank (FMFB) started its operations in 2004, and its loan size ranges from $200 to $ 50,000.  The average tenor of a home improvement loan is 20 months. 

In Afghanistan, the major challenges in Pro-Poor housing are: absence of institutionalized Mortgage Finance, weak or no titles, income verification, foreclosure difficulties, , etc.  All this calls for new and innovative low-income housing solutions.  The country, with a unique housing shortage due to the destruction of war, and a very large portion of the population being candidates for micro housing finance, needs technical and material support to address its low-cost and low-income housing issues. 

4. Pakistan

The Government of Pakistan in 2001 announced the country’s National Housing Policy (NHB-2001) which addresses issues related to housing supply and housing finance.  The Central Bank’s (SBP) is also playing a pro-active role in the promotion of housing finance, and has formed a Housing Advisory Group (HAG), with a focus on low-income housing and housing finance.  The HAG had chalked out a 12 Point Program, which is now being actively pursued by SBP.  The central bank has a specialized department, called the Infrastructure and Housing Department to address various regulatory issues related to housing finance, and to ensure implementation of HAG recommendations.  The Government has also announced a program to promote construction of one million housing units per year.  The state owned specialized housing finance institution (HBFC) has a business focus on low and middle-income housing finance.  It has plans to promote a pro-poor microfinance institution, the “Social Housing Bank,” and a “Social Housing Company” to launch low-cost housing schemes, under public-private partnership.
5. Thailand
The Government of Thailand offers two major programs with different approaches:

· Baan Eua-Arthorn (BEA) Program of National Housing Authority: The BEA is a community housing program enabling lower income households to have homeownership in new communities with social and personal security.  The BEA program targets low-income households.  
· Baan Mankong (BMK) Program of Community Organizations Development Institute (CODI): The concept of BMK is not to tackle each slum’s problem individually but to look at collective problems on a city-wide scale.  At initial stages, low-income groups work closely with their local representatives/agencies.  Once these city-wide plans are finalized and upgrading projects are selected, the Community Organizations Development Institute (CODI) channels infrastructure subsidies and housing loans directly to the communities. 
6. Bangladesh 

The Grameen Bank of Bangladesh is the leading microfinance institution which is very active in providing microfinance, including housing microfinance.  The Grameen Bank was established as a formal bank in 1983.  Its 95% ownership is with its borrowers, and 100% of its loans are financed from the Bank’s deposits.  The Bank has a very impressive outreach of a 2,554 branches, covering 84,237 villages.  The Grameen Bank has provided housing loans since 1984, with an average loan size $190, tenor of 5 years and an average interest rate of 8%.  It has so far financed 671,412 houses with a total loan amount of THB 8.8 bn. The loan recovery rate is 98%, strong evidence that the poor can be considered “good” borrowers.  The micro-housing program has a unique feature, since in Bangladesh a large number of housing is Huts (Chappar) or people living on Boats. The Bank’s microfinance program has received international recognition, and as a mark of acknowledgement received The Nobel Peace Prize (split with Professor Muhammad Yunus) in 2006.

V. Women Empowerment through Micro Housing Finance

In Sri Lanka the Women's Bank is a cooperative and society built institution, owned and operated by and for poor women.  The Women’s Bank, in reviewing the housing conditions of its membership, has found that most of them did not have a decent shelter to live in.  They construct their houses using an incremental or progressive housing concept.  The Women’s Bank also provides loans for home improvement.  Recovery is 99%.  In India, a HFC provides concessional housing loans if the house is owned or co-owned by the housewife.  Pakistan’s HBFC experience suggests that where housewife is a co-borrower, the default rate is much lower.  In Bangladesh the Grameen Bank has played a major role in women empowerment by including women as the main clientele for microfinance, and 97% of its borrowers are women.
Lessons learned through various micro housing initiatives in the region:

· Low-Cost Housing Schemes (LCHS) under Private-Public Partnership (PPP) were better managed and more sustainable

· Pure Public Sector Schemes were both used and abused

· Large Scale Builders and their Associations have an important role to play

· LCHC should be equipped with essential services and infrastructure at the planning stage

· Transparent identification and screening of beneficiaries

· Built-in barriers to prevent speculators. In some cases the allottees are restricted from sale for a certain period, and in other the State Subsidy/Financial Support remains a part of the equity as “co-owner”, to be released after the expiry of the mortgage tenor or binding period. 
· Transport, utilities, schooling and health are key elements of success

· NGOs play a key role in micro-housing schemes 

· Alternate security (e.g., group assurance)

· Ownership transfer to be tied to the owner living in that house for a certain period

· Cross-subsidy models are of further help

· Built-in smart subsidies, for example an interest rate subsidy is linked to the timely payment of the mortgage installment.

· One-fourth of world’s population lives without electricity. There is a need to link Pro-Poor Housing solutions with Alternate Energy Programs like “Solar for Social Housing.” An example in this case is the program of HBFC Pakistan. Under the program, the clients are offered long term loans for Solar /Alternate Energy installation along with long term home loans.
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