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This eleventh issue of HiFi News
outlines the breadth and diversity 
of microfinance for housing and
related activities. 

F rom South Africa comes the Kuyasa
Fund, a microfinance scheme aimed at
i n c reasing and improving the existing
government capital subsidy for hous-
ing. The housing subsidy helps house-
holds to gain a first step on the hous-
ing improvement ladder but, in many
cases, subsidy houses are very small
(for example, providing only two
rooms) and in need of impro v e m e n t .
For low-income households, particu-
larly those working in the informal
s e c t o r, there are no possibilities for
c o m m e rcial credit, and informal finan-
cial services are not that well devel-
oped in South Africa and, as else-
w h e re, are expensive. The Fund off e r s
a source of loan capital for households
that wish to improve their houses.

From Sri Lanka comes news of the
Women’s Development Bank that has
recently extended its lending in hous-
ing improvements and basic services.
The Bank discovered that many of its
borrowers lacked toilets, water ser-
vices and kitchens.  A special fund has
assisted the Bank to offer loans in
these areas and a number of interest-
ing secondary benefits have emerged
including greater collaboration
between groups and improved rela-
tionships with local authority staff.

F rom India come two “updates” of
o rganisations whose work has fea-
t u red previously in HiFi News. In
Ahmedabad, SEWA continues to
expand its housing activities in ord e r
to provide continuing and new oppor-
tunities for members seeking to
upgrade housing and, in some cases,
s e c u re tenure for the first time. As sig-
n i f i c a n t l y, they have extended their
loan activities in an extended partner-
ship with the city council. A new pro-

gramme is seeking to ensure impro v e d
i n f r a s t ru c t u re and services for 
thousands of low-income residents 
living in designated “slum” areas. 

The National Slum Dwellers
Federation, Mahila Milan and SPARC
discuss the significance of community
finance in supporting community-
managed housing impro v e m e n t s
t h rough bridging finance for state
subsidies. Such finance enables com-
munities to put forward their own
designs and management strategies
for appropriate and affordable hous-
ing. Subsidies are only forthcoming to
community-managed projects if
bridging finance is available.

F i n a l l y, HiFi News 11 contains news 
of two networking activities 
and one forthcoming publication.
I n t e r n a t i o n a l l y, the Habitat
International Coalition has been devel-
oping ideas for a global housing fund
to assist local groups in financing their
housing activities. In Southern A f r i c a ,
a new network, the Community
M i c rofinance Network, has been
launched to assist with information
and perspectives within and about the
s e c t o r. And a forthcoming issue of the
Small Enterprise Development Journal
will focus on finance for low-income
households to improve access to land,
services and housing.
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Whilst the housing subsidy scheme
in South Africa appears generous,
many low-income residents are
interested in topping up their subsi-
dies and building larger homes.
H o w e v e r, there are few organisa-
tions that are willing to lend to low-
income urban residents, many of
whom are working in the informal
sector. This report gives details of
one innovative scheme that started
two years ago and, by February 2002,
just over 600 families were borrow-
ing from the Fund.

The Kuyasa Fund targets low-income
households who are ineligible for
commercial housing finance as their
monthly incomes are less than R2,000
and/or they are informally
employed. These are clients whose
incomes are just below the poverty
datum line for the average urban
South African household (currently
around R2,000 for a family of six). In
addition, the Fund re q u i res that
applicants are saving re g u l a r l y, pre f e r-
ably on a group basis, and that they
a re about to receive a housing subsidy

Kuyasa Fund
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o fficers. However, most re j e c t i o n s
occur at loan officer level, with the
Kuyasa manager rarely changing
their recommendation. 

D i s b u r s e m e n t: Clients collect a
cheque from head office, which they
must either deposit into a bank
account or cash. The client then uses
the loan to build a house, adding
equity in the form of accumulated
savings. Loan officers check periodi-
cally to see that the loan is being used
as per the application. 

Repayment: The client is given a card
with a client number that is to be
entered on deposit slips to allow the
head office to identify deposits. The
loan officer visits the client and
obtains a commitment to repay direct-
ly into Kuyasa’s bank account on a
specified date. The loan officer com-
pletes a client contact sheet recording
the visit, as well as a “promise to
pay”. The “promise to pay” is filed
and recorded in a diary at the Kuyasa
office. Deposits are monitored daily
and clients who do not uphold their
commitment receive a follow-up visit,
letter or telephone call. Groups of
clients associated with specific
Housing Support Centres are expect-
ed to monitor each other’s re p a y-
ments. Loan officers only play a role
in repayment if clients are in arrears,
to which the head office will alert
them. If there are arrears, head office
staff first contact the client and then
activate the loan officer, who will per-
sonally visit the client, raise the issue
with other clients and notify the
Housing Support Centre. 

Kuyasa Fund strongly promotes a
culture of savings amongst its clients.
This is for two basic reasons: credit
evaluation and adding client equity to
housing. Through research conducted
by DAG in preparation for the forma-
tion of Kuyasa, it was found that
households prefer to save in groups.
Kuyasa borrowers save through 
community-based savings gro u p s ,
using the methodologies developed
t h rough years of participation in
ROSCAs (rotating savings and credit
associations). In considering a credit
application, Kuyasa expect that the
applicant has saved with the group
for a period of at least six months. The

through the People’s Housing Process
(self-help) route (which, in turn,
implies secure tenure).

The Fund grew out of projects sup-
ported by the Development Action
Group (DAG) in Khayelitsha in the
late 1990s. DAG was eager to meet the
finance needs of people involved in
its People’s Housing Process projects,
and decided to set up a trial loan fund
in 1999. Funding for this purpose was
obtained from the Urban Sector
Network Opportunity Fund.
However, it soon became clear that
there was a demand beyond that from
the individuals participating in
DAG’s own projects, and Kuyasa
management decided to gear itself
t o w a rds serving households more
generally (i.e. non-DAG develop-
ments). A number of other groups are
also supporting subsidy-linked devel-
opments. One of the most important
is Marnol, a building materials sup-
plier that has set up a People’s
Housing Process facilitation system
as a marketing strategy. Marnol has
helped start numerous Housing
Support Centres that sell building
materials and provide technical sup-
port, and which serve as the main
s o u rce of new clients for Kuyasa
Fund, as well as an institutional
mechanism for managing certain
aspects of the loan cycle. 

The Fund is a Section 21 company. It
operates under the exemption to the
Usury Act that allows loans of under
R10,000 for up to 36 months to be
made at higher rates of intere s t .
Although the Kuyasa Fund is legally
independent of DAG, re l a t i o n s
remain close. DAG appoints some
Kuyasa Board members and the two
organisations share premises in Cape
Town. 

Kuyasa Fund is seeking to develop a
credit model that provides access to
credit to that segment of the market
regarded as high risk by conventional
finance institutions. However, the
intention of Kuyasa is not to provide
credit based on subsidised interest or
on “soft” credit criteria, and therefore
it charges an annual interest rate of 32
per cent. The Fund seeks to build a
high quality, operationally self-
financing loan book with a low

default rate secured by personalised
relational lending. 

Although the Fund seeks to provide
non-subsidised credit, it has shown
little interest in working with whole-
sale finance markets. This is a serious
indictment of the suitability of the
p resent South African wholesale
housing finance context to encourage
innovation – particularly the National
Housing Finance Corporation.
Instead, the Fund relies on donor
funding for its wholesale equity and
expansion costs. 

The length of time between a client’s
first contact with Kuyasa Fund and
the disbursement of the client’s loan
is approximately one week. The typi-
cal Kuyasa loan is for an average of
R3,500, repayable over 6 to 30 months
and with an average repayment peri-
od of 18 months. Clients must pay an
u p - f ront administration fee of R35
and offer a security deposit of 10 per
cent of the loan value. They must also
take out credit life assurance at R20
per R1,000 pro rata per year.

The Kuyasa loan cycle involves:

Marketing: Potential Kuyasa clients
must meet the conditions outlined
above. Clients hear about Kuyasa
from other households or Housing
Support Centres in their area, from
other institutions like Marnol, or from
the provincial or municipal authori-
ties. Kuyasa loan officers make pre-
sentations to groups of potential
clients on request. 

Origination: Once potential borrow-
ers have decided to take a loan, they
first pay an administration fee of R35
to the loan officers. They then go to
Kuyasa’s head office to complete an
application form. At this time, they
are told the amount they must deposit
as security deposit and credit life
assurance, and are given a reference
number for depositing directly into
Kuyasa’s account.

Evaluation and approval: Loan offi-
cers run checks and collect the neces-
sary documentation, and then make a
recommendation. The Kuyasa man-
ager then takes a decision based on
the information gathered by the loan
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maximum loan granted is limited to
three times the savings or a maximum
of R10,000. Furthermore, the monthly
loan repayments should not exceed
more than 30 per cent of the average
monthly income.

Most of Kuyasa’s borrowers earn less
than R1,500 per month, whilst over 90
per cent earn less than R3,500. Kuyasa
reports that clients earning less than
R1,000 per month allocate, on aver-
age, 29 per cent of their salaries
towards loan repayments. Whilst this
is permissible in terms of Kuyasa’s
credit policy, the Fund is considering
i n c reasing repayment periods in
o rder to reduce the 
repayment burden. At present, there
is little variance in repayment periods
amongst the income categories, with
all categories averaging 17 months. 

The average house size amongst
Kuyasa borrowers is 54 square
metres. The minimum house size now
constructed by Kuyasa clients is 36
square metres, as opposed to a previ-
ous norm of 27 square metre s .
Significantly, this is not only because
of Kuyasa loans but also because of
client savings. To build a 36 square
m e t re house re q u i res an input of
about R1,500 from the households,
which most Kuyasa clients finance
from their savings. Loans are used to
finance houses measuring from 44
square metres upwards.

Kuyasa Fund’s publications express
its basic mission:

l Kuyasa is engaged in the fight
against poverty and sees appropri-
ate savings and credit provision as
a tool to fight poverty.

l The poorest of the poor are credit-
worthy and deserve access to
finance. Through savings mobilisa-
tion, the poor are able to build
financial and social capital. Kuyasa
seeks to provide credit services to
the poorest end of the market at
which lending is still possible.

l C redit for the improvement of
tenure and the provision of basic
shelter are priority areas for credit
provision.

l Kuyasa is in its learning phase,
seeking to pioneer and experiment
with end-user models and method-

ologies as a means of finding a sus-
tainable solution to addre s s i n g
poverty.

l Kuyasa recognises that women
make up the critical mass of the
poor, and its policies and interven-
tions take this into account. Kuyasa
will actively seek and network
with others to support the growth
of a financial sector for the poor.

The Fund’s main source of funding
has been a soft loan from the Urban
Sector Network Opportunity Fund
(funded by the Swedish International
Development Agency). Various other
donors have funded operational
costs, including USAID, the European
Union and smaller donors. The
Kuyasa Fund also makes use of loan
guarantees from the National Urban
Reconstruction and Housing Agency
(NURCHA). NURCHA guarantees
45 per cent of value of Kuyasa loans
in return for a payment of 2 per cent
of 45 per cent of Kuyasa’s annual loan

Category Criteria Percentage 
of clients  

Gender Women 71.8   
Men 28.2  

Age Under 40 years old 26.9   
Between 40 and 60 years old 57.6   
Over 60 years old 15.5  

Income Between 0 and R1,000 26.9   
Between R1,001 and R1,500 29.0   
Between R1,501 and R2,500 28.6
Between R2,501 and R3,500 8.1   
Over R3,500 7.4  

Employment  Formal 32.5   
status Formal and self-employed 0.2   

Informal  47.4   
Informal and pensioner 0.4   
Other 0.2   
Pensioner 13.8   
Self-employed 5.5  

Credit bureau Normal 74.0   
status Listed 13.0   

None 13.0  

Average family size 5 people  

Average house size  54 m2

book. This amounted to about
R34,000 last year.

Kuyasa Fund maintains a highly flex-
ible and accommodating delinquency
policy, reflecting its desire to reach the
poorest of the poor. Overall, manage-
ment estimates that the average 18-
month loan actually takes 24 months
to recover fully. Kuyasa management
has defined technical delinquency as
loans with repayments that are nine
weeks overdue. Second-stage delin-
q u e n c y, involving legal re c o v e r y
steps, is defined as 12 weeks (or three
instalments) overdue with no contact
from the client. Kuyasa management
also practices a policy that disregards
historical arrears as long as current
repayments are up to date. This is not
considered refinancing, however, and
penalty interest is not charged. 

Contact: Development Action Group

Table 1: Profile of clients
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SRI LANKA

In Sri Lanka, the state made a signif-
icant effort to provide housing to the
poor, first under the Million Houses
Programme and then under the 1.5
Million Houses Programme.
However, these activities have now
slowed down. As is the case in many
countries, the provision of housing
finance is through the State
Mortgage and Investment Bank and
the Housing Development and
Finance Corporation. Both of these
institutions use eligibility criteria
based on the level and stability of
income. Hence, they exclude the
poor. In the absence of alternatives,
the poor now have to address their
own shelter needs.

One network of grassroots organisa-
tions, the Women’s Development
Bank, recently reviewed the housing
needs of its members. It found that 70
per cent of families had
no toilets, 50 per cent
used unprotected huts
as kitchens and very
few had separate water
supplies. Families
could only aff o rd to
develop their housing
i n c re m e n t a l l y, adding
to the stru c t u res as
their savings permit-
ted. Improvements in
service were often low
on their list of priorities. Wi t h o u t
access to services, they did the best
that they could. For toilets, they used
the beach or forest, or shared facilities
with their neighbours. Water was
s e c u red through communal wells,
rivers and communal taps.

The Women’s Development Bank is a
Sri Lankan non-profit company regis-
tered as the Women’s Development
Service Ltd. It currently supports
1,090 savings and credit groups with
8,000 members in 450 urban and rural
communities in 9 of the 25 districts in
Sri Lanka. The Bank works with self-
reliant membership org a n i s a t i o n s
based in low-income communities
engaged in putting the re s o u rc e s ,
ideas and support of its members
towards addressing their own prob-

lems, on the cooperative principle of
self-help and mutual aid. It is promot-
ed by Janarukula, a non-governmen-
tal organisation that has been
engaged in the alleviation of poverty
in Sri Lanka since 1994.

The savings and credit groups work
with between 5 and 10 members, who
meet weekly to decide on forthcoming
activities and to review the action
taken during the previous week to
i m p rove their economic and social sit-
uation. Members’ savings are used to
p rovide small loans to fellow mem-
bers, enabling them to meet their
e m e rgency needs, and all members of
the groups are women. Branches are
formed from five savings and cre d i t
g roups, and five branches come
together to form a cooperative society
that is formally re g i s t e red. The
Women’s Development Bank pro v i d e s

although the Bank was struggling to
adequately capitalise this lending.
However, such loans have rarely been
used for improvements to services,
and generally, have been small, aver-
aging Rs.25,000 (US$ 260). Loans have
normally been repaid within five
years, and the average income for
members is between Rs.3,000–5,000
(US$ 30–52). 

Nine months ago (in May 2002), the
Bank received a grant to develop their
housing-related lending, with a par-
ticular emphasis on services. Five dis-
tricts were selected for a pilot pro-
gramme. 

The National Council of the Bank
agreed that the priorities for the allo-
cation of funds should be the con-
s t ruction of household toilets, the
construction of kitchens attached to
existing houses, and the construction
of wells or provision of household
piped water supplies. The following
terms and conditions were agreed:

Sri Lanka – Housing Development Fund

Purpose Amount Repayment Monthly Interest Borrowers
period  repayments  contribution  

Toilets Rs.5,000 –15,000 3–7 years Rs.100 ) 18% 10%
(US$ 50 –150)   (US$ 1

Kitchens Rs.10,000 –15,000 3–5 years Rs.500 18% 10%  

Wells Rs.10,000 –15,000 3–5 years Rs.250  18% 10%  

these cooperative societies with exter-
nal support and managerial skills.

Members must first take a loan from
their immediate group. They are then
eligible for further loans for consump-
tion, income generation and housing.
Security for the loans is provided by
savings, group guarantees, gro u p
knowledge of the borrower, contin-
ued need for loans, and assessed
repayment capacity. The repayment
rate for loans is over 99 per cent.

Lending activities have now taken
place for more than eight years.
During this period, total lending has
been about Rs.56 million (US$
580,000), with Rs.19 million (US$
200,000) for housing. Housing loans
have been available for some years,

The funding has enabled the rapid
expansion of the programme. The
external grant has been augmented
by dedicated savings for housing,
enabling the Bank to establish a
Housing Development Fund with a
total capital of US$ 37,000. Since the
availability of additional funding, 161
additional loans for toilets have been
distributed. (Previously, the Bank had
only given out seven toilet loans.) A
further 21 loans for kitchen improve-
ments and five loans for wells have
also been given out. Ninety per cent
of the available monies are now out
on loan. 

In total, 239 families in 163 savings
and credit groups have benefited
f rom the Housing Development
Fund.
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Benefits
The benefits derived from investing
in toilets have encouraged another
500 women to join the Wo m e n ’ s
Development Bank.

Members have had to overc o m e
numerous technical problems (such
as digging through rocks to prepare
the ground for lavatory pits). As a
result, they have developed substan-
tial management capacities. In addi-
tion, the construction process has
helped members to become closer to
local government officials who have
provided technical assistance.

Collective activities have been
strengthened as groups have worked
together, buying building materials 
in bulk to secure discounts and help-
ing each other in the constru c t i o n
activities.

Individual savings and loan groups
have been drawn into larger solidari-
ty groups through the Bank’s strategy
of releasing loans simultaneously
within a geographical area. Borrowers
in one district have now mobilised
themselves into a larger collective to
solve their electricity, water and land
tenure problems.

The loans are issued to the women
members. It appears that the invest-
ments have improved cooperation
within the family, and husbands are
also assisting in loan repayments.

There is evidence of changing atti-
tudes among borrowers, with an
increasing recognition of the impor-
tance of investing in services. Prior to
the special fund, families placed most
emphasis on the front portion of their
house. Now they are now beginning
to comprehensively address their
shelter needs.

Contact: Wo m e n ’s Development
Bank Federation

INDIA

SEWA began lending for housing in
1985, when it lent money to 182
women. By 2000, that figure had
increased eight-fold to 1,430 women
and over 15,000 loans. By 2001, more
than one-third of its total lending
portfolio was for housing. 

SEWA is a trade union for low-income
self-employed women that registered
in the city of Ahmedabad (India) in
1972. SEWA Bank is one of the sup-
port services that have emerged from
the trade union. Self-employed
women own the Bank through indi-
vidual shareholdings, and its policies
are formulated and ratified by their
own elected Board of women work-
ers. Qualified managers, held
accountable to the Board, run the
Bank professionally. The Bank cur-
rently has more than 25,000 share-
holders. 

SEWA Bank started lending for hous-
ing because they recognised the sig-
nificance of housing. For most self-
employed women, their home is also
their workplace, workshop, store-
house and warehouse. Housing loans
are given for home improvement and
to enable members to buy/construct a
new house. 

M o re re c e n t l y, SEWA Bank has
become aware of the need of 
women for infrastructure finance. The

SEWA Bank and Parivartan

From a Seed to a Forest

Parivartan Programme has been
established to upgrade slums in and
around Ahmedabad through the joint
participation of government entities,
non-governmental organisations, the
private sector and low-income resi-
dents themselves. The Pro g r a m m e
was initiated by the Slum Networking
Cell within the Ahmedabad city gov-
ernment. The name means “transfor-
mation” in Gujarati and Hindi. The
Programme seeks to offer improved
infrastructure and open communica-
tion with the authorities, resulting in
clean and healthy communities. 

The Programme provides a water
supply to every house, an under-
ground sewerage connection, toilets
in the home and an efficient storm
water drainage system. The signifi-
cance of storm water drainage is often
u n d e restimated. Residents have to
stay off work to protect their homes
and prevent them from being
destroyed in annual floods, and the
resultant surface water is a breeding
ground for disease-carrying insects.
Further benefits are stre e t - l i g h t i n g ,
paved roads and pathways and basic
landscaping, together with solid
waste management. Costs are divided
between the residents and the munic-
ipality. SEWA helps the lower-income
residents with loans. 

Contact: SEWA Bank

Since their first work on the pave-
ments of Mumbai in the late 1980s,
S PARC has been involved in multi-
ple initiatives using savings and loan
finance to assist the poor with access
to land and basic services. Wi t h i n
their alliance with the National Slum
Dwellers Federation and Mahila
Milan (a network of women’s coop-
eratives), they have used savings and
community revolving loan funds to
strengthen grassroots activities.

Transport improvements in Mumbai
have resulted in SPARC, NSDF and
Mahila Milan becoming involved in a
major resettlement programme that
addresses the accommodation needs

of those living alongside the railway
tracks. At the same time, they are sup-
porting community-constructed and
managed toilets to hundreds of thou-
sands of “slum” dwellers in the city.

With respect to housing, by 2001 the
National Slum Dwellers Federation
and Mahila Milan had constructed
8,500 houses with a further 8,000 hav-
ing been constructed by the state for
Federation residents. The majority of
housing projects are in Maharashtra
and Karnataka, states in which the
Federation groups have long been
active. 

continued page 6



6

INDIA

Loan finance is needed both for bridg-
ing finance and for top-up loans to
augment existing state subsidies. The
bridging finance funds are necessary
because state subsidies can only be
accessed after the construction has
been completed. Top-up funds are
re q u i red in most cases because the
state subsidy is insufficient to meet the
costs of standard Federation constru c-
tion – terraced housing with a gro u n d
a rea of 120 square feet, a height of 14
feet and a mezzanine pro v i d i n g
another 80–100 square feet of living
space. Te n u re is secure and basic com-
munal services are provided. In some
cases, the amount needed to top up
the subsidy remains unaff o rdable for
the poorest households. There is now
an experiment in Bangalore with a
c ross-subsidized urban development
scheme (see below). The intention is
that the private sale of additional
shops and houses that the National
Slum Dwellers Federation will build
will provide additional finance to
c ross-subsidise the poor. 

The National Slum Dwellers
Federation assists local Federation
g roups to dialogue and negotiate
with the city and state government
for land tenure. This is part of the
large over-arching strategy to secure
people’s-led development. Most of
the communities participate in
exchanges and in national Federation
events such as house model exhibi-
tions and construction training. They
establish daily savings systems and
lending practices within their com-
munities. The groups that want to
start building must save at least 10
per cent of the money required for
construction to demonstrate their pre-
paredness to take out loans. 

Once a community develops a clear
claim on a piece of land, it begins to
work with professionals provided by
S PARC to develop settlement and
household design details and to begin
construction, based on the availability
of the bridging funds. SPARC has set
up a non-profit company Samudaya
Nirman Sahayak (Nirman) (“collec-
tive construction assistance”), which
holds and manages revolving funds
raised from donor agencies. Capital is
lent and then returned to the Fund, to
be revolved once the state loans and

subsidies are secured. The intere s t
rate paid by communities is 12 per
cent a year – the same rate as the loan
finance that can be secured from the
public/private finance institutions
(all special state money for scheduled
castes). SPARC would like to reduce
the annual interest rate to 7 per cent
but that requires a much larger vol-
ume of finance in order to absorb the
administration costs and still main-
tain the value of the Fund. The bridg-
ing funds are repaid by the families
that benefit from the revolving funds.
To date over US$ 1 million has been
received for a range of projects.

T h e re is a wide variation between
cities with respect to the subsidies. In
Sholapur (Maharashtra), the terraced
houses cost Rs. 62,000. There is a sub-
sidy of Rs. 40,000 and households bor-
row Rs. 20,000, and it has taken four
and a half years to obtain the subsi-
dies. Whilst the Federation has built
350 houses, ten times this number
have been built by local trade unions
and financed by the state. The
Federation views this also as a tri-
umph. Until the Federation started
building houses, the cost of a basic unit
was Rs. 100,000 – with a subsidy of Rs.
40,000, this left a large amount for the
families to find. After seeing what the
Federation could do, the costs in the
other projects fell to Rs. 75,000. 

Whilst Rs. 20,000 may seem a lot for
Federation members to raise, they start
saving as soon as they join. As noted
above, it takes some years to bring
each project to fruition. Families save
m o re once their housing projects start
to be planned in detail. Often, they can
a ff o rd to repay their loans as soon as
the housing units are complete, or
shortly afterwards. It is obviously dif-
ficult to generalise the value of the
asset that they now hold but most
houses are worth at least Rs. 200,000.

Having to provide bridging funds
slows down the work considerably. In
India, loan finance from the state is
available. However, at present, not
even 1 per cent of the total potential
amount is accessed by communities
due to the deep feeling that people
will take out housing loans and not
repay them. When bridging funds are
used to begin construction, this can

form the basis of a dialogue between
the urban poor and the state to secure
loans. In part, the state is reluctant to
allocate the subsidies to independent
g roups because it prefers to take
responsibility for the constru c t i o n
work itself. However, as shown in the
example of Sholapur, this is expensive
and households have to pay unneces-
sary costs that many cannot afford. 

In Bangalore, in Karnataka, the state
invited SPARC to complete a housing
p roject for just fewer than 1,000
households. Local Federation gro u p s
had invited a member of the Slum
Clearance Board to a house-modelling
e x e rcise in Hyderabad and he had
been impressed with what he had
seen. The houses in question were
located on private land and the house-
holds were facing eviction. The Slum
Clearance Board could not pro v i d e
subsidies but wanted to assist in the
maintenance and re c o n s t ruction of the
c o m m u n i t y. They suggested that one-
t h i rd of the land could be sold to
c ross-subsidise adequate housing for
the families, who would relocate else-
w h e re on the site. The area is very cen-
trally located. The community decid-
ed to build ground-plus-one (two-
s t o rey buildings); people have just one
room and a toilet, with 180 square feet
of space. But shortly after building
started, the landowners took the case
to court and the community lost about
o n e - t h i rd of the land that they had
planned to sell. The communities are
now negotiating with the authorities
to secure either additional land or an
alternative subsidy. 

The experience demonstrates that
communities need to be constantly
aware of the problems that they face
and how these might be overcome. In
the experience of SPARC and the
Federation groups, three types of
technical assistance are re q u i re d .
First, architectural and engineering
assistance, which is necessary for set-
tlement design, for developing stan-
dards, and for constructing and man-
aging infrastru c t u re installation.
Second, support for applying for and
securing loans and subsidies. Third,
especially in the first ten projects in a
city, support for community-led con-
struction management. 
Contact: SPARC



Purpose of the Fund

This proposal emerges from the
demand for a more political and,
e ff e c t i v e l y, solidarity response to
different housing and finance initia-
tives. Members from around the
world emphasised the importance of
supporting housing improvements
through loans and other means.
Already, members have much expe-
rience of lending for housing
through local funds provided by 
the state and microfinance institu-
tions

The Fund is conceptualised as a sup-
port to people’s organisations in their
struggle for improved housing, and to
further their rights. That is, it is not
seen as supporting private invest-
ment in housing developments. 

The discussion in Porto Alegre did
not agree on the nature of the Fund.
The following different types were
identified as possibilities: 

l a fund to finance programmes;
l a leverage fund;
l a guarantee fund;
l a flexible fund to support diverse

social initiatives in the habitat field;
and 

l a fund oriented towards strength-
ening, guaranteeing and capitalis-
ing local funds.

H o w e v e r, it was evident that the
Fund should not be conceived as
another microcredit fund but, rather,
seen as an instrument of social move-
ments to pressure for the mobilisation
of governmental re s o u rces and to
strengthen such movements. It was
also seen as being a resource to assist
in negotiations for policies, pro-
grammes and spaces for housing co-
management and to support
autonomous and self-managed initia-
tives.

Moreover, its purpose and activities
still need to be agreed. Should it be for
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Copies of this newsletter are
available on:
http://www.iied.org

If you have any news about
interesting programmes in
financing housing, land and 
infrastructure, please send to
Diana.Mitlin@iied.org.

If you would like your name
to be added to the mailing
list, please email to
Diana.Mitlin@iied.org.

An HIC Workshop at the World Social Forum in
Porto Alegre agreed to create an International
Solidarity Fund for Social Housing

housing production, urban land
acquisition, emergencies, productive
activities, institutional strengthening,
research or innovation?

It was agreed that considerable plan-
ning would be required prior to the
establishment of the Fund. Different
members suggested that:

l The Fund could be conceived as an
international instrument that
works to support and strengthen
existing funds in many countries,
under the control of NGOs and
social organisations and popular
savings and loan systems that
know how to work with the low-
income sectors.

l Savings and loan systems exist,
and alliances could be built with
them to operate this initiative. It is
more realistic to build starting with
what already exists rather than to
invent something new.

l The Fund could not compete with
national and multilateral funds,
given the enormous scale of the
housing problem in the popular
sectors. Thus, the Fund should
focus its strategy on making those
sources use their funds in favour of
the people and social initiatives.

l The micro cannot be considered
separately from the macro (use of
development funds, international
cooperation, the Tobin tax, and
pension funds for social housing
policies).

l The work should be undertaken as
a network, and HIC has bro a d
experience of this method.

l The focal points must support the
activation of the different regions
within the process, in coordination
with the working group.

Finally, some critical questions were
raised. First, it has to be recognised

that it may be difficult to operate the
Fund in a world which is increasingly
vulnerable as a result of speculation
and monetary policies. Second, it is
not clear how loan payments would
be made if the Fund were to be main-
tained in a hard currency. Third, it is
not clear where the money for the
Fund would come from. Fourth,
given the essentially political nature
of HIC as an international coalition,
what are the conditions under which
it might operate such an international
fund? Fifth, how would HIC mem-
bers guarantee that whoever manages
the Fund would be under their con-
trol? And finally, in a world charac-
terised by speculation and private
property, can support from the Fund
be oriented exclusively towards pro-
jects focused on collective property? 

Contact: Habitat International
Coalition



This newsletter is 
produced and 
published by IIED for
the Housing Finance
Working Group of the
Habitat International
Coalition.

IIED, 3 Endsleigh Street, 
London WC1H 0DD
Tel: (44) 20 7388 2117
Fax: (44) 20 7388 2826
Email: diana.mitlin@iied.org

The Community Microfinance
Network is a new initiative aimed at
providing a semi-formal framework
for interaction between community
microfinance institutions in South
and Southern Africa. It is hoped that
this interaction will achieve three
broad objectives:

l Sectoral strengthening: to provide
institutional space and resources
for focused interaction between
community microfinance institu-
tions, in order to strengthen their
individual and collective develop-
ment practice. 

l Advocacy: to define, document
and raise awareness of the activi-
ties of community micro f i n a n c e
institutions in Southern Africa, in
order to influence relevant devel-
opment discourses and policy pro-
cesses. 

l Representation: to assist communi-
ty microfinance institutions devel-
op common positions on practical,
policy and regulatory issues affect-
ing them, in order to participate in
policy processes in a unified way.

Community microfinance institutions
are defined as those sharing the fol-
lowing core values:
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Ted Baumann
Community Microfinance Network
Cape Town, South Africa
Tel: +27-21-788-2311
Fax: +27-21-788-6380 
E-mail: tedb@cmfnet.org.za
http://www.cmfnet.org.za 

DAG
101 Lower Main Road,
Observatory
Cape Town, South Africa
Tel: +27-21-448 7886
Fax: +27-21-448 1987
E-mail: dag@dag.org.za

Habitat International 
Coalition (HIC)
PO Box 34519
Groote Schuur 7937 
Cape Town, South Africa
Tel: +27 21 696 2205/07
Fax: +27 21 696 2203
E-mail: hic@mweb.co.za

SEWA
Shri Mahila Sewa Sahakari 
Bank Ltd
Ahmedabad, India
Tel: +91 79 658 1652
Fax: +91 79 657 6074
E-mail@sewabank.org; 
http://www.sewa.org

SPARC
PO BOX 9398 
Mumbai 400 026, India
Tel: +91 22 386 5053
E-mail: Admin@sparcindia.org

Women Development 
Bank Federation
No. 30 Kandy Road
Galthotamulla, Yakkala
Sri Lanka
Email: wdbf@sltnet.lk
Tel: +94 33 27962

Contact addresses for further information

SOUTH AFRICA

Community
Microfinance Network

Publications
l not-for-profit orientation; practical

commitment to working with the
p o o rest of the poor, 
particularly women, as the over-
riding priority;

l practical development of social
assets, including community-based
financial management systems; 

l explicit commitment to incorporat-
ing social opportunity costs as well
as financial costs into programme
design; and

l non-existent or inadequate repre-
sentation through existing bodies.

The community microfinance sector
includes organisations that provide
microfinance services to augment the
livelihood strategies of poor house-
holds, in order to reduce poverty and
vulnerability, using social intermedia-
tion (for example, group credit, sav-
ings and credit cooperatives). “Pro-
poor” institutions should aim to reach
households not served by mainstream
institutions, to build and build on
community institutions and assets,
and be willing to invest in learning
and capacity building to achieve these
goals.

The CMN website is now up and ru n-
ning. For more information on this ini-
tiative, please visit www. c m f n e t . o rg . z a .

Contact: Ted Baumann

The Small Enterprise Development
J o u r n a l is published every thre e
months and is aimed at practitioners
in the field of microfinance and small
enterprise development. A s p e c i a l
March issue concentrates on microfi-
nance for housing, land and 
i n f r a s t ru c t u re, and includes two
overviews (one historical and one
concerned with Latin America) and
individual studies of the lending
activities of SEWA and People’s
Dialogue on Land and Shelter togeth-
er with the South African Homeless
People’s Federation. Also included in
this special issue is an interview with
Somsook Boonyabancha, director 
of the Community Org a n i s a t i o n
Development Institute in Thailand. 


