
Thirty Years of World Bank
Shelter Lending: 

What Have We Learned?

Editors

Robert M. Buckley
and

Jerry Kalarickal

THE WORLD BANK

Washington, DC



©2006 The International Bank for Reconstruction and Development / The World Bank
1818 H Street NW
Washington DC 20433
Telephone: 202-473-1000
Internet: www.worldbank.org
E-mail: feedback@worldbank.org

All rights reserved

1 2 3 4 09 08 07 06

This volume is a product of the staff of the International Bank for Reconstruction and
Development/The World Bank. The findings, interpretations, and conclusions expressed in
this volume do not necessarily reflect the views of the Executive Directors of The World Bank
or the governments they represent.

The World Bank does not guarantee the accuracy of the data included in this work. The
boundaries, colors, denominations, and other information shown on any map in this work
do not imply any judgement on the part of The World Bank concerning the legal status of any
territory or the endorsement or acceptance of such boundaries.

Rights and Permissions

The material in this publication is copyrighted. Copying and/or transmitting portions or all
of this work without permission may be a violation of applicable law. The International Bank
for Reconstruction and Development/The World Bank encourages dissemination of its work
and will normally grant permission to reproduce portions of the work promptly.

For permission to photocopy or reprint any part of this work, please send a request with
complete information to the Copyright Clearance Center Inc., 222 Rosewood Drive, Danvers,
MA 01923, USA; telephone: 978-750-8400; fax: 978-750-4470; Internet: www.copyright.com.

All other queries on rights and licenses, including subsidiary rights, should be addressed
to the Office of the Publisher, The World Bank, 1818 H Street NW, Washington, DC 20433,
USA; fax: 202-522-2422; e-mail: pubrights@worldbank.org.

Cover photo: Billy Cobbett, Cities Alliance.

ISBN-10: 0-8213-6577-0
ISBN-13: 978-0-8213-6577-9
eISBN: 0-8213-6578-9
DOI: 10.1596/ 978-0-8213-6577-9

Library of Congress Cataloging-in-Publication Data

Thirty years of World Bank shelter lending : what have we learned? / edited by Robert M.
Buckley, Jerry Kalarickal

p. cm. — (Directions in Development)
Includes bibliographical references and index.
ISBN-13: 978-0-8213-6577-9
ISBN-10: 0-8213-6577-0

1. Housing—Developing countries—Finance. 2. Economic assistance—Developing
countries. 3. World Bank—Developing countries. I. Buckley, Robert M. II. Kalarickal, Jerry.
III. Directions in development (Washington, D.C.)

HD7391.T45 2006
363.582—dc22

2006041752



Contents

Foreword vii

Acknowledgments ix

Executive Summary x

Abbreviations and Acronyms xvii

Section I: Introduction and Objectives 1

1 Introduction 3

2 The Evolving Objectives and Outcomes of World Bank 
Shelter Assistance 7

Section II: Policy Instruments 25

3 Land Market Issues: The Mystery of Capitalism Revisited 27

4 Housing Finance: The Genie Is Out of the Bottle 39

5 Housing Subsidies: The Political Economy of Reform in 
an Nth Best Situation 48

6 The World Bank’s Direct Involvement in Low-Cost Housing 60

Section III: Summary 65

7 Conclusions and Recommendations 67

Appendix: The Data 87

Endnotes 91

Bibliography 101

Index 113

Boxes
Box 1.1: Outcomes and Objectives 4
Box 1.2: The Changing Instruments and Policy Environment of

World Bank Shelter Assistance 5
Box 2.1: Development Effectiveness and Urban Lending in Sub-

Saharan Africa: A Thought Experiment 23
Box 3.1: Satellite Images, Maps, and GIS 27
Box 3.2: Street Addressing in Maputo, Mozambique 30

v



Box 3.3: Freezing Mumbai’s Housing Stock 33
Box 3.4: Standards and Affordability: An Example from Addis

Ababa 35
Box 5.1: Targeting and Coverage: A Basic Framework 50
Box 5.2: Housing Subsidies in Morocco: An Illustration of the

Complexities 56
Box 6.1: Going to Scale with Sites and Services in Peru 61
Box 6.2: Sustainable Slum Upgrading in Indonesia 62
Box 7.1: “Magnum” Shelter Loans in Mexico and Brazil 69
Box 7.2: Housing and Macroeconomic Risks 75

Figures
Figure 2.1a: Per Capita Income and Urbanization for Non-African

Developing and Transition Economies, 1990–2002 79
Figure 2.1b: Per Capita Income and Urbanization for Sub-Saharan

African Countries, 1990–2002 81
Figure 2.2: World Bank Shelter Lending Portfolio 14
Figure 2.3: Growth in World Bank Lending for Various Infra-

structure Components 14
Figure 2.4a: Composition of World Bank Shelter Lending, 

1972–86 17
Figure 2.4b: Composition of World Bank Shelter Lending,

1987–2005 17
Figure 4.1: Depth of Residential Mortgage Markets 40
Figure 4.2: Size of Housing Finance System in High-Income

Countries 41
Figure 4.3: Homeownership Affordability under Different

Interest Rates 42
Figure 4.4: EU Mortgage Loans: Market Share, 2001 45
Figure A.1: Urban Housing Lending, 1972–2005 80

Tables
Table 2.1: Infrastructure Connections in Slums and Surrounding

Overall Urban Areas, for All Developing Regions, 1998 11
Table 2.2: Amount and Rate of Satisfactory Outcomes of

World Bank Loans to Various Sectors 13
Table 2.3: World Bank Shelter Loans by Type and Performance 18
Table 2.4: Regional Breakdown of World Bank Shelter Loans

by Type and Decade 20
Table 5.1: Housing Subsidies as a Portion of GDP in Selected

Countries 49
Table 5.2: Characteristics of Housing Subsidy Programs in

Selected Latin American Countries 52
Maps

Map 3.1: Land Use in Dhaka City, 1984 83
Map 3.2: Land Use in Dhaka City, 2004 85

vi CONTENTS



Foreword

Over the past 34 years, World Bank lending to support improvement in
shelter conditions totaled more than $16 billion for 278 projects located in
more than 90 countries. According to independent evaluations, these
projects have performed well, with more than 83 percent achieving
satisfactory outcomes. This study reviews the lessons learned from this
vast experience against a backdrop of changing perspectives on shelter
policy and development lending. It is the third such review of the World
Bank’s support for shelter lending, coming 13 years after the last review,
Housing Policy: Enabling Markets to Work, and 26 years after the first review,
Shelter. Like those earlier studies, this review focuses on how the Bank can
improve its delivery of such assistance in order to improve housing
conditions in developing countries. Also similar to those earlier studies,
this review reflects more general thinking about how the Bank can most
effectively contribute to the overall development agenda. 

The Bank began to provide assistance for the shelter needs of the poor
in the 1970s, as the overall emphasis of the Bank moved beyond financing
basic infrastructure and toward directly targeting assistance to the poor.
The first shelter lending review in 1980 presented the case that the public
sector alone could not expect to fully address a nation’s housing needs.
The review detailed the Bank’s support for increasing the involvement of
local communities and—somewhat more controversial at the time—its
opposition to policies aimed at the destruction of the slums where the
poor lived. Not surprisingly, therefore, most Bank shelter lending
undertaken at that time was to support sites-and-services schemes and
slum upgrading.

The second review focused on the constraints on housing markets, which
often prevented Bank-supported projects from moving beyond being
enclaves that were not broadly replicated even when they were successful.
The study came on the heels of the fall of the former Soviet Union, at a time
when President Gorbachev’s advisers were warning that the housing sector
was the most inefficient of all sectors in the old centrally-planned,
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command regime. The conclusion was that housing and land markets
were too long-lived, spatially-fixed, and heterogeneous to work well
without relying on private participants to express how they wanted to
fulfill their shelter and related commuting needs, particularly in the
world’s megacities. The early 1990s was also a time when the Washington
Consensus governed international policy advice and private sector
international capital flows were emerging as powerful channels of
influence. The second housing review presented a specific list of dos and
don’ts for housing policy and called for a withdrawal of the state from
many aspects of housing policy.

This review comes at a time of considerably less certitude about broad
policy prescriptions. For example, as was said in a review of a recent Bank
study, Economic Growth in the 1990s: Learning from a Decade of Reform, “...no
one really believes in the Washington Consensus anymore. The question
is...what will replace it” (Rodrik forthcoming). What seems to be replacing
it is a movement away from mechanical prescriptions of what to do and
what not to do, with a focus on the binding constraints on development.
This shift in thinking certainly colors the perspective in this review.

More specifically, this review details the progress made on developing
housing finance, improvements in the way housing subsidies are targeted,
and the increase in support for efforts to improve the overall housing
policy environment. It also details the increased private sector involve-
ment in current Bank support to the sector and raises the question of
whether the increase in policy-based lending was related to the reduction
in lending for basic slum improvement programs. Finally, it emphasizes
that, in many ways and in many places, malfunctioning urban land
markets are undoubtedly an important part of the binding constraints on
achieving not only improved shelter conditions, but also equitable
economic growth.

Certainly, there are no clear and simple answers to improving the
shelter conditions of the millions of people who live in slums and too often
in ramshackle and unhealthy accommodations. Nevertheless, in the next
few years, as the world reaches the point where for the first time the
majority of its population lives in cities—mainly cities in developing
countries—it is essential that progress on fulfilling the shelter needs of the
poor be enhanced and that lessons learned be more broadly disseminated. 

Katherine Sierra
Vice President

Infrastructure Network
The World Bank
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