Introduction:
A slum is an urban informal settlement that is unfit for living because it lacks access to basic sanitation,
drinking water, electricity etc.

This is ostensibly a first cut of research, personal information and observation and mental exercised
based paper of the undersigned to eradicate slums through improvement in living conditions therein
while accommodating the inhabitants of such slum areas, but not ejecting them, nor depriving them of
their living rights.

The focus of our working and thinking is city of Karachi, which is one of the biggest metropolitan cities of
the world, effected by the same issues of squatter and informal livings by a huge size of population as in
other metropolitan cities in the world. In Karachi, it is assumed that, about 40% to 60% people live in
squatter settlements with deprivation of basic amenities of life, and also without proper income
generation opportunities.

Basic assumptions are as follows:

In the city of Karachi
Name of Slum: A prominent slum area of Karachi (which may be replicated to any other slums of the
city and the world)
Area of Slum: Presumably 20,000 Sq.Yards
Resident in Slum: Presumably 700 families, and each family comprising of 6 to 8 members
Area of Construction: Presumably 10,000 Sq. Yards for residential apartments, 3,000 Sq.Yrds for social
activities, Health care, Education, Training centers and community facilities etc and 7,000 Sq.Yrds for
commercial use.

Building Plan and construction mechanism: Vertical High rise. 50% residential, 30% commercial and
financial sustainability for both the residents and the developers of the project, and 20% amenities,
health facilities.
Commercial areas: Shopping malls, small and medium hawkers’ markets and centers, vocational training
places for both men and women etc.
Social amenities: Clinics, basic health units, trauma/emergency centres, training and educations etc.
Construction style: Fast form of construction (described elsewhere)
Alternate energy solutions: Self sustaining energy generation, like installation of wind and solar systems
wherever possible.
Plan for re-allocation of residents of Slum:
▪

Alternate temporary arrangement for resident by the government or Agency within or outside
the slum area.

▪

Phase-wise gradual development of formal and improved habitat in declared slum areas, and
then phase-wise shifting of slum residents from informal areas to the formal, improved high-rise
areas.

▪

Our understanding and suggestion are that, before starting improvement/development/
construction works, genuineness of the occupancy of existing residents have been legally and
satisfactorily established by issuing any legally acknowledgeable documents.

▪

After appropriate and successful reallocation of the already registered residents from the
informal settlements to the now-developed formal high-rise settlements proper, legally
provable ownership/title documents to the residents.

(Note: This is the most important act, the crux, of the whole study and exercise of this issue. These steps
will be defined, developed and improved upon in fuller and extensive details at appropriate places of
the study papers, and at appropriate times, and before appropriate authorities).

Basic work plan for slum improvement
Why Improvement /Redevelopment/Reestablishment of a Slum is needed:
These are because of miserable living conditions in slums due to:
•
•
•
•
•
•
•
•

Unhygienic conditions.
Lack of medical facilities.
Lack of sanitation.
Congested.
No access to drinking water and electricity.
Most of the slums inhabitants can’t be beneficiaries to Govt schemes.
Only few slums are recognized by Govt. Conditions in unrecognized slums are even worse.
No drainage system. In most slums, waste water flow in between houses.
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•
•
•
•
•

The little medical facilities available in slums.
Poverty and lack of job opportunities in rural areas.
High cost of living in urban areas.
Natural disasters.
Politicians use slum inhabitants as their vote banks. They give fake promises of improving the
living conditions of slums and easily gets votes.

How the improvements are to be brought in:
Task Force or working groups to do the jobs: (a) a Technical Team and (b) an Administrative Control
Team

Financial Administrative Models: PPP Framework for Government / Private based Land subsidized

Figure 1 Arial view of a typical slum in the city

Main Points For upgrading:
•

Installation or improvement of basic infrastructure such as water reticulation, sanitation,
waste collection, road networks, storm drainage and flood prevention, electricity, security
lighting.

•

Regularization of security of tenure and registration.

•

Relocation of and compensation for the residents.
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•

Improvements in housing and general living conditions.

•

Construction or rehabilitation of community facilities such as nurseries, health posts and
community open spaces;

•

Improvement of access to health facilities, education and social support programmers to
address issues of security, violence, substance abuse, etc;

•

Removal or mitigation of environmental hazards;

•

Provision of incentives for community management and maintenance;

•

Enhancement of income-earning opportunities through training.

•

Building of social capital and the institutional framework to sustain improvements.

Figure 2 Boy sitting in a bad living condition in a slum propped up in government controlled land (railway land)

The first steps towards any improvements/rehabilitations of slums:
1)

A discrete survey may be conducted to establish the genuine, long term and deserving people
living in the slum selected for rehabilitation;
Page 4 of 20

2)

After the successful and proper survey, legal documents, short of title documents, like agreement,
commitments etc., may be issued to the genuine slum dwellers to freshly documentize the
existing occupancy, besides any other documents of title or occupancy that might have been
issued by any authority;

3)

Formation of some sorts of trustee, with legal authority, as a body go between
government/authorities and the occupants/beneficiaries, which may finally convert into residents’
managing committee/union;

4)

Any other steps which the trustee and the government may deem necessary;

5)

Finally, formal final title documents, or allotment letters would be issued which would be
bankable.

Major stakeholders in the proposed project management:
•

Central government ministries.

•

Local government (the Mayor, senior officials and departments).

•

Donor organizations.

•

Micro-finance organizations.

•

Commercial banks and Housing Finance banks.

•

Utility companies.

•

Regional authorities.

•

Private service providers.

•

Construction companies.

•

Rightly, properly and legally recognized occupants of the informal settlement areas.

Key issues that must be considered:
•

Participation: programme and project design will involve the full participation of all
stakeholders, particularly those who have been occupying the lands as slum dwellers.

•

Sustainability: programme interventions will need to be sustainable financially, organizationally
and environmentally.

•

Transparency: decision-making, planning and implementation processes will allow all
stakeholders must be as clear as simple text, and must be followed by all concerned.

•

Finance: the cost of improved services will be shared between beneficiary communities and
local government.

•

Integration: improvements will not be sectoral but comprehensive.
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•

Target group: benefits will be targeted to include marginalized and vulnerable groups such as
women, children and youth, older women and men and women and men with disabilities.

•

Regulations:

programme and

project

regulations and

procedures should

facilitate

p a r t i c i p a t i o n o f a l l men and women residents of the areas concerned (e.g. in access to
loans and making house improvements) rather than exclude or hinder them.
•

Environment: the programme will be designed and implemented to avoid causing harm to
the environment and, as far as possible, improve it.

Workable plan for the upgrading programme:
a.

Ensure that financing for slum upgrading is recognized as a priority within city development planning and as a
key investment element.

b.

Encourage and give incentives for financial institutions to become active participants in financing upgrading
as part of their core business.

c.

Ensure that guarantees are available to encourage financial institutions to lend to slum upgrading
programmes and projects.

d.

Tap into local initiatives, for example community-based savings and loan systems and look for ways to
support and scale these up to increase local capital and slum dwellers’ ability to contribute to upgrading.

e.

Recognize that financing for slum upgrading requires a mix of short, medium, and long-term loans, integrating
finance for building infrastructure and livelihoods and also provide mechanisms to blend cross-subsidies
and beneficiary contributions to ensure financial viability of upgrading programmes.

f.

Develop a process for sharing risk analysis and planning for risk mitigation and management with key
stakeholders and plan projects on a mixed-use basis with revenue generating elements such as saleable
residential units and rentable commercial space in order to maximize financial viability.

g.

Ensure that subsidies are effectively targeted so that the benefits reach those for whom they are intended
and build on the basis of long-term engagement and also recognize that not everyone who lives in a slum
is poor. Where an area upgrading strategy is to be implemented provision needs to be made for a range of
income groups with steps taken to ensure that the poorest are not excluded.

h.

Make the real cost of finance very clear so that people clearly understand the commitments they are
making to loan repayment, where appropriate establish local upgrading finance facilities so that funding is
locally available Explore options to use land allocation, readjustment and sharing methods to release
finance for upgrading.
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Figure 3 View of a house in an existing slum

Figure 4 Improvement work in an existing slum house

Intervention parameters:

There are various types of interventions that can be considered when designing a slum improvement
programme:
•

Sectoral upgrading focuses on different dimensions like social, economic and infrastructural,
etc. This can be incremental, whereby upgrading starts as sectoral but adds more
components over time.
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•

Integrated upgrading focuses on the concurrent social, economic, infrastructural, spatial
and legal integration of all slums in a city.

•

Settlement regularization focuses on legal provisions to regularize land tenure and rights.

•

Settlement redevelopment focuses on the physical improvement of degraded existing
structures in central city slums.

•

Total redevelopment involves temporary removal of slum dwellers, who are rehoused in
another location, and the redevelopment of the original site.

•

Housing improvement focuses on technical assistance and credit for house expansion and
improvement.

•

Infrastructure improvement focuses on increasing the quality of and access to services
such as water and electricity and improving the quality of the hard infrastructure such as
roads, streets, public spaces, street lighting, etc.

•

Local economic development focuses on improving slum dwellers’ livelihoods and economic
security.

Nine steps strategy to eradicate slums:
•

It is important to change the thought process of the people. The urban population avoids staying
in the same compound with the under-privileged population.

•

The government should consider providing a legitimate solution to the poor.

•

Instead of forced evictions, authorities should plan an in-situ upgrading approach (some possible
action plans have been discussed later on).

•

Not everyone wants to live in homes which are insufficient for family needs to just have a
concrete roof over their head.

•

To rehabilitate the downtrodden, the government should offer them areas where they can stay
within the community and not in isolated projects and societies.

•

Offering safe and secure land title should also be on the consideration list of the government to
ensure that the settlement isn't disturbed in the future.

•

If the existing homes are being upgraded, municipal authorities should upgrade the provisions
from time to time.

•

Easy financing and loaning options at affordable interest rates for upgrading, building and
extension of the existing shelter should be made available.
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•

It is important for the government to change the image and perception of cities. New methods of
creating land supply should be tried. Freeing up the unused land lying with government
institutions can be used to create affordable homes.

PROCESS OF REHABILITATION OR ERADICATION OF SLUMS (graphic presentation of
informal and haphazard squatter settlements is being transformed to formal
habitat), THE INDIAN EXPERIENCE:
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Financial & Administrative Modules for transformation of slum areas:
PPP Framework for Government Land (Subsidized)
Model 1: Government-land Based Subsidized Housing (GLSH) Model Description:
Under this model, the public authority will provide land to the selected private developers. This would
effectively constitute a state subsidy for the project. The private developers will be responsible and held
accountable for designing, building and financing of affordable housing stock and associated services
of predetermined standards, at a pre-determined cost and within a pre-determined time. The public
authority will undertake to compensate the private developer for the housing stock on the
satisfactory completion and handing over of the units, as per prescribed standards, cost and time. The
payment to the private developer shall be based on milestones-based project progress. The Public
Authority shall establish specific milestones that are based upon the completion of identified
deliverables and have a milestone payment reflect the value of the completion of that work and the
acceptance of those deliverables. In doing this, the Concessionaire Agreement would need to specify
the deliverables that must be completed or provided to meet the milestone, and the requirement that
those deliverables must be accepted as a pre-condition of payment. For part of contracts that may not
have specific milestones, payment can be structured based upon the percentage of completion of the
work. In order to incentivize good project design, quality construction and time bound delivery of units,
and subject to any other conditions of the agreement, a bonus payment by the Public Authority may be
included for the developer for every housing unit accepted and paid for by an eligible allottee.
The allottees would be required to make payment of a pre-determined amount for the cost of the
housing unit at the time of handover. Alternatively, the Allottees could be required to pay
predetermined equated monthly installments for a predetermined period of time to the public
Page 11 of 20

authorities. Thus, the responsibility and risk for cost recovery rests on the public authority. The
establishment of the eligibility of beneficiaries will be the duty and the prerogative of the public
authority. The same will be announced prior to the implementation of the project. Public authority will
make the selection of the allottees from amongst the eligible beneficiaries in a transparent and
equitable manner. This could be done either directly by public authorities themselves or with the
assistance of and in collaboration with civil societies and NGOs.
There is no involvement of private developer and public authority for the maintenance of the units after
the transfer of units to allottees. A Resident Welfare Association (RWA), inclusive of members from all
economic class of residents, may be constituted for upkeep of common areas and public spaces within
the Group Housing premises.
The private developer will transfer the housing stock to the public authority. Loans at an appropriate
rate of interest and appropriate tenure could also be made available through housing finance
institutions to the allottees for this purpose. An interest subsidy for the allottees could also be built into
a financial subsidy regime through central nodal agency (NHB/HUDCO).

Figure 5 Activity Flowchart for Housing Projects under GLSH (Stages and Responsible entities)

Salient Features of GLSH:
Preparation of technical guidelines by Public Authority: The public authority shall prepare technical
guidelines for the purpose of project implementation with necessary details such as technical
specification, land area, dwelling unit size, number of units, construction time and any other details
thereof.
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Design Build & Finance by Private Sector: The private sector will be responsible and held accountable
for designing, building and financing of affordable housing stock and associated services of
predetermined standards, at a pre-determined cost and within a pre- determined time.
Maintenance by the Beneficiary: There is no involvement of private sector and government for the
maintenance of the units after the transfer of units to allottee. A Resident welfare Association (RWA),
inclusive of members from all economic class of residents, may be constituted for upkeep of common
areas and public spaces within the Group Housing premises.
Public Authority to compensate the Private Sector Partner: The public authority will undertake to
compensate the private developer, through milestone-based payment schedule, for the housing
stock on the satisfactory completion and handing over of the units as per prescribed standards,
cost and time. Thus, the responsibility and risk for cost recovery rests on the public authority.
Beneficiary Identification by Public Authorities: The establishment of the eligibility of beneficiaries will
be the duty and the prerogative of the government. The same will be announced prior to the
implementation of the project. Government will make the selection of the allottees from amongst the
eligible beneficiaries in a transparent and equitable manner. This could be done either directly by
public authorities themselves or with the assistance of, and in collaboration with, civil societies and
NGOs.
Distribution: The housing stock will be transferred by the private sector to a government department
or agency nominated by the government.
Payments by Allottees: The allottees would be required to make payment of a pre- determined
amount for the cost of the housing unit at the time of handover. Alternatively, the Allottees could be
required to pay predetermined equated monthly installments for a predetermined period of time to
the public authorities. The Lump sum payment or EMI received by the public authority shall be
escrowed to Private entity.
Financial Assistance to Allottees: Loans at an appropriate rate of interest and appropriate tenure
could also be made available through housing finance institutions or other intermediaries to the
allottees for this purpose. An interest subsidy for the allottees could also be built into a financial
subsidy regime.
Public Private Partnerships for Trunk Infrastructure: The responsibility for the trunk infrastructure and
connectivity will be borne by the public sector. However, the government could undertake the
financing and implementation of the same through separate PPP arrangements or directly.
Risk Sharing: In this way the responsibility for land, subsidy, and trunk infrastructure will be taken by
the public authorities while the performance responsibility will be transferred on the private sector.
The credit risk of financing the allottee with a housing loan will be taken by financial institutions –
public or private – or by government authorities.
Bid Parameter: A good bidding strategy, under this model, would consist of selecting the private
developer based on per unit cost as the bid parameter. It would be necessary to a- priori prescribe the
number of housing units to be provided together with area, technical specifications and construction
time period.
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Table 1: Risk Matrix of Model 1 (GLSH)
Risks

Risk Allocation
Government

Private
Developers

Financial
Institution

Beneficiary

Land
Design
Construction
Maintenance
Financing
Cost Recovery
Off-take
Trunk-Infrastructure
Credit Risk

PPP Framework for Private Land based Subsidized
Model 2: Taking advantage of CLSS (Credit Linked Subsidy Scheme)
1. Model Description:
Under this model, private developer will provide land as well as be responsible and accountable for
designing, building and financing of affordable housing stock and associated services of predetermined
standards, at a pre-determined cost and within a pre- determined time. The private developer will
undertake steps to compensate it for the costs involved in satisfactory completion of housing stock and
handing over of the units as per prescribed standards. Thus, the responsibility and risk for cost recovery
rests on the private developer. The allottees would be required to make pre-determined payment
for the cost of the housing unit at the time of handover. Alternatively, the allottees could be
required to pay predetermined equated monthly installments for a predetermined period of time to
the private developer.
The establishment of the eligibility of beneficiaries will be the duty of the Banks extending the loans to
the applicant; in this particular case this would be as per the PMAY (U) Guidelines. The selection of the
allottees from amongst the eligible beneficiaries, in case of over subscription, shall be made in a
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transparent and equitable manner. It is also proposed that the Public Authority may congregate the
beneficiaries, banks and builders in order to facilitate the selection of allottees. This would further
enable in mass awareness of the project and help in dissemination of correct information. Involvement
of banks would help in making available loans at an appropriate rate of interest and appropriate tenure
to the allottees.
An interest subsidy for the allottees would be built into a financial subsidy regime through central nodal
agency (NHB/HUDCO). For identification as an EWS/LIG/MIG beneficiary under the scheme, an
individual loan applicant will submit self-certificate/affidavit as proof of income. Public Authority
identified by States/UTs for implementing the mission will facilitate the identified eligible beneficiaries
in getting approvals and documents, etc. to avail credit-linked subsidy.
In order to incentivize proper site selection and good quality construction, a bonus payment may be
included for every housing unit accepted and paid for by an eligible allottee by the State
Government. The public authority shall further incentivize usage of modern and innovative building
materials and construction technologies, in particular, pre- fabricated technology.
The private developer shall transfer the housing stock directly to the beneficiaries. Upon handing over,
the maintenance of the units is the sole responsibility of the allottees. A Resident Welfare Association,
inclusive of members embodying all economic classes of residents, may be constituted for upkeep of
common areas and public spaces within the Group housing premises.
The concerned public authority dealing with project approvals will ensure the timely provision of trunk
infrastructure, for such projects, by the Urban Local Bodies (ULB). In this regard, a separate PPP
between the developer and the ULB may be propagated based on the revenue share model.

Figure 6 Activity Flowchart under Private Land Based Models

Salient Features of Model 2 (CLSS):
Page 15 of 20

a) Land Allotment and other exemptions:
Under this model, private developer shall provide land. The Public Authority may grant subsidies,
exemptions and concessions such as State subsidy, stamp duty exemption, EDC/IDC exemption, higher
FAR, TDR, single window clearance etc. to incentivize the private developer for building affordable
housing units. Taxation benefits under Section 80
IBA of the Income Tax Act 1961 can also be made available to the developer, subject to fulfillment of
other pre-requisites.
b) Design, Build & Finance by Private Sector:
The private sector shall be responsible and held accountable for designing, building and financing of
affordable housing stock and associated services of predetermined standards, at a pre-determined cost
and within a pre-determined time.
c) Maintenance by the Private Developer:
There is no involvement of private sector and government for the maintenance of the units after the
transfer of units to allottee. Maintenance, therefore, is the responsibility of the beneficiaries.
d) Cost Recovery by Private Sector Partner:
The private developer shall undertake to recover the cost of affordable housing directly from allottee.
This recovery may take the form of a lump-sum payment at the time of transfer of housing unit to
allottee or in the form of equated monthly installment (EMI) for a fixed period of time leading to the
transfer of unit to the allottee. The developer shall also have part of the cost recovery through the state
subsidy, stamp duty exemption and other concessions provided by the Public Authority.
e) Beneficiary Identification by Public Authorities:
The banks extending loans to the applicants, in consonance with the PMAY (U) Guidelines, will establish
the eligibility of beneficiaries. The selection of the allottees, from amongst the eligible beneficiaries,
shall be made in a transparent and equitable manner, in case of over- subscription. This could be done
with the assistance of and in collaboration with civil societies, NGOs, or any other organization as
deemed fit.
f) Distribution:
The housing stock shall be transferred by the private sector directly to the beneficiaries.
g) Payments by Allottees:
The allottees would be required to make payment of a pre-determined amount for the cost of the
housing unit at the time of handover. Alternatively, the Allottees could be required to pay
predetermined EMI for a predetermined period of time to the private developer.
h) Financial Assistance to Allottees:
Beneficiaries of Economically Weaker section (EWS) and Low-Income Group (LIG) seeking housing loans
from Banks, Housing Finance Companies and other such institutions would be eligible for an interest
subsidy at the rate of 6.5 % for a tenure of 20 years or during tenure of loan whichever is lower. For
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extending CLSS to MIG, an interest subsidy of 4.00% and 3.00% have been extended to MIG I category
(defined as having an annual household income of INR 12,00,000) and MIG II category (defined as
having an annual household income of INR 18,00,000) respectively for tenure of 20 years or during
tenure of loan whichever is lower.
The Net Present Value (NPV) of the interest subsidy will be calculated at a discount rate of 9%. The
credit-linked subsidy will be available only for loan amounts up to Rs 6 lakhs for
EWS/LIG, Rs 9 lakhs for MIG I and Rs 12 lakhs for MIG II. Additional loans beyond the
aforementioned specified limit, if any, will be at non-subsidized rate. Interest subsidy will be credited
upfront to the loan account of beneficiaries through Primary Lending Institutions (PLI) resulting in
reduced effective housing loan and Equated Monthly Installment (EMI).
The minimum carpet area of houses being constructed under this component should be up to 30 square
meters for EWS, 60 square meters for LIG, 90 square meters for MIG I and 120 square meters for MIG II
in order to avail of this credit linked subsidy.
i) Public Private Partnerships for Trunk Infrastructure:
The responsibility for the timely provision of trunk infrastructure and connectivity shall be borne by the
public sector and shall be in place before final possession is handed over to the beneficiary. The
government could undertake the financing and implementation of the same through separate PPP
arrangements of revenue sharing or directly.
j) Risk Sharing:
In this way the responsibility for subsidy and trunk infrastructure shall be taken by the public authorities
while the land delivery and performance responsibility shall be transferred on the private sector.
Financial institutions shall take the credit risk of financing the allottee with a housing loan – public or
private.

Table 2 Risk Matrix for Model-2 (CLSS)
Risk Allocation
Risks

Government

Private
Developers

Financial
Institution

Beneficiary

Land
Design
Construction
Maintenance
Financing
Cost Recovery
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Off-take
Trunk-Infrastructure
Credit Risk
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CONCLUSION OF THE STUDY BY SHOWING THE RESULTS OF SUCCESSFUL
EXCERSISES FROM ELSEWHERE:
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Transformation of slums in Thailand
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