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The presentation is based on two research assignments completed by CEPA in 2013-14 and 
2015. The list of researchers that were involved in both studies:  
V. Gunasekara, PhD; M. Munas; K. Romeshun; N. Najab; M. Mahilrajah; B. Inadeen; R. 
Deshapriya.



 The need*: estimated 153,000 houses in 5 districts of the 
Northern Province;

 Owner-driven housing model in war-affected areas
 Family contributes labour and funds towards construction;

 Limited knowledge about the effects of the financing framework of 
owner-driven housing programmes;

 Rising levels of indebtedness among housing beneficiaries in the 
North. 
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* Overall need includes families not yet permanently resettled, landless and those without title, extended and divided 
families, those that may already own a house and a disproportionate number of repairs.



1. Understanding the link between owner-driven housing and 
indebtedness among beneficiaries in war affected areas 
(2013-14):

 A mixed-methods study

 Quantitative survey of 347 households

 Qualitative component – In-depth household interviews (10) + Key 
person interviews in each district (15)

 Geographic coverage: Districts of Killinochchi, Mullaithivu and 
Jaffna (Northern Province). 
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2. A review of the effects of ‘financial counselling’ as a 
measure to mitigate indebtedness

 A mixed-methods study
 Quantitative survey of 205 households
 Qualitative component – In-depth household interviews (30) + 

Key person interviews in each district (15)

 Geographic coverage: Districts of Killinochchi andJaffna
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How do aid agencies understand it?

“When we got housing we felt happy. But now, we 
are not happy as much as we were before, 
because we struggle to complete this house. If I 
build a house, children will be living a peaceful life 
and will be happy in future. If they did not give 
550,000 grant we would never have been able to 
build a house. It is a big support.” A quote by a  
respondent in Kilinochchi (2014).



-Insufficient grant amount
-The structure of grant disbursement
-Underestimated cost categories
-Expectations of vulnerable 
populations:

Contribute funds towards construction

Contribute labour towards 
construction

- Pressure to finish construction in 9 
months
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An opportunity cost of 
per day

52% stated that there were days that they missed 
income-generating opportunities due to 
construction work (on their own house); 
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A faulty diagnosis?
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Constructing 
houses according 
to the standard 

size and features

Reducing 
construction 

costs

Raising 
awareness about 
smart decision-
making related 
to  construction 

“Building a house is a 
once in a lifetime 
expense”

A house that is built 
from good quality 
material + conforms to 
vaastu



8

FEET EFFECTS/CONSEQUENCES

19 The resident will experience poverty.

20 The resident will lead a happy life.

21 The resident will live with honour and dignity.

22 The resident will defeat his enemies.

23 All evil events will occur in the house.

24 Only moderate benefits can be expected.

25 The resident will lose his wife.

26 Prosperity will rule the house .

27 The resident will become rich.

28 God will bless the resident and his family.

29 The resident will be blessed with all kinds of wealth and material possessions.

30 The resident will be blessed by Godess Lakshmi, the God of wealth.

31 The resident will experience moderate benefits

32 Lost wealth will be regained.

33 The resident will be blessed with overall prosperity

34 The resident will be forced to vacate the house and live elsewhere.

35 The resident will make a fortune.

The power of Vaastu



9

 The “most vulnerable” of beneficiaries were “closely 
monitored” so that they adhered to the requirements 
of the housing programme;

 The strong emphasis on completion of the house;

 Success of the programme = well-being

of the beneficiary? 

“Housing Police”
“TO will come and check in every stage. 

. Otherwise he asked to re-construct.”



The lack of secure and remunerative livelihoods

Lack of 
sustainable 
livelihoods

ODHA

Repayment of Debt
Around 40% of 

respondents in both 
studies never paid 
back their loans

70% of respondents said 
that their current 
income was 
insufficient to repay 
loans

- Over 50% of respondents engaged in 
either agricultural, fishing or non-ag/non-
fishing casual labour as a livelihood;
-Those who engaged in casual labour as a 
form of livelihood found it most difficult to 
pay back loans (40% of those who did not 
pay back their loans).



 Sharp increase in banks and finance companies in war-
affected areas offering easy, yet high interest loans;

 Lack of low-interest housing loans for people in war-affected 
areas;

 Non-engagement with the National Housing Development 
Authority

“People rarely get housing loans from banking institutions due to the level of 
documentation involved. “ – A quote by a banking official, Jaffna

“An official in a remote corner of Point Pedro said the situation was now serious, 
with around 60 percent of families (his estimate) in every small village indebted 
to finance companies”]
- A quote from an article written by Namini Wijedasa, Sunday Times, December 7, 
2014. 



 Vulnerability: a complex understanding the 
heterogeneity among vulnerable populations in war-
affected areas is crucial;

 Heightened control of relatively more vulnerable 
populations is counterproductive;

 Gain a better understanding of the broader political 
economy of the war-affected areas: will guard against 
the common pitfall of ‘pathologising’ the population 
in need;

 Success of an intervention should be defined and 
measured keeping in mind that development is 
people-centered.
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District Need (conflict 
damaged)

Houses 
completed (to 

2015)

Outstanding Need 
(conflict damaged 

houses)

Recently 
Resettled

Overall Need*

Kilinochchi 35,493 21,687 13,806 6,721 20,527

Mullaitivu 36,429 22,836 13,593 3,481 17,074

Vavuniya 15,194 9,053 6,141 7,758 13,899

Mannar 20,918 14,360 6,558 13,417 19,975

Jaffna 45,317 28,910 16,407 25,173 41,580

Total 153,351 96,846 56,505 56,550 113,055

* Overall Need includes families not yet permanently resettled, landless and those without title, extended 
and divided families, those that may already own a house and a disproportionate number of repairs.



District
Conflict 
damaged

Recently
Resettled (incl. 

long term 
affected)

Houses 
completed

*

Outstanding 
Need (conflict 

damaged 
houses)

Ampara 52,558 5,078 47,594 4,974

Batticaloa 36,775 13,843 28,929 7,846

Trincomalee 13,929 TBC 9,577 4,352

Total 103,262 18,921 86,100 17,172

* Includes conflict effected houses provided by post-tsunami response, 
govt loan/grant schemes, NEHRP



• GOSL committed to providing shelter for all. Proposes to free 
unutilized/underutilized government land to build houses for all.   

• Urban low income houses. GOSL to provide 100,000 housing units 
through private public partnerships within a period of 5 years for shanty 
dwellers.  

• Middle income housing: GOSL to collaborate with private sector to 
provide middle level government and private sector employees with 150,000 
housing units and senior government officials with 5,000 housing units. 

• New rural housing schemes: GOSL will contribute a maximum of 
LKR.300,000 per house with a floor area of at least 500 sq ft. At least 1,000 
houses will be built in each electorate.

• Permit holders: Legislation will be introduced for all permit holders of 
land and houses over 10 years occupancy to be given ownership under the 
Land Development Ordinance.

• North and East Development: 20,000 houses in Mannar and Mullaitivu
(unclear if this is additional to 65,000 house program)

• Plantation Housing: lkr 1,000 million for low cost houses for the plantation 
community



• RFP for the construction of 65,000 permanent houses 
under concessionary financing arrangements for 
resettlement of  conflict affected families in the Northern & 
Eastern Provinces

• Cabinet paper approved
• Funds to be arranged by the bidder as a loan to the 

Government on concessionary terms
• 4 year program, 11,000 completed in first year, 4 month 

maximum per house
• Contractor driven methodology
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Earlier we at least have 
2/3 curries. Now there are 
instances where we have lunch 
with one curry sometime with 
dhal only. What to do, if I don’t 
get any work outside then we 
switched to have meal with 1 
curry.”

Mental Stress

Compromising 
nutrition: 
-Frequency
-Quality
-Portion size



Findings: the overall picture

Entire sample

86%
Of 

households 

are in Debt

Avg: Rs. 152,489

Average borrowing: by District (Rs.)

Kilinochchi = 

142,535

Mullaitivu = 162,774

Jaffna = 255,294
REPAYMENT

50%
Of all indebted households have not 

paid back any amount of their loans

70% of 

households stated 
their current 
income was 
insufficient to pay 
back their debts

Financial 
Literacy

92% of those 

who started 
construction were in 
debt.

Avg. debt:  Rs. 186,786

38% of those who 

started construction 
have never paid back 
loans



Research conducted by Center for Poverty Analysis 
- K. Romeshun; V. Gunasekara; M. Munas

Highlight 1:The majority of households have a “debt 

problem”, owing largely to the construction of their houses

Treatment Group Control Group

Number of households =  228 Number of households =  118

“Debt free” households =  12

Range of debt = 3,000 to 1.8 million

Average debt per household = 186,736

“Debt free” households =  37

Range of debt = 2,000 to 900,000

Average debt per household = 86,317

Average amount borrowed for housing 

construction  = 142,603

92 % of households that borrowed money for 

construction of house

2/3rds of the households that have begun 

construction reported that their entire debt 

was due to housing related expenses

43% of this group borrowed for livelihood 

related expenses; 5% for health expenses; 

and 2.5% for purchasing food

37.7% of households reported no 

repayment

25.9% of households reported irregular 

repayment

62.7% of households reported that income 

was insufficient to pay back loans

17.6% of households reported no repayment

20.2% of households reported irregular 

repayment

39.5% of households reported that income 

was insufficient to pay back loans



 Results of comparison of averages: No statistical evidence to indicate 
that financial counselling had effect on beneficiaries’ choices of house 
size; choices of features of the house; or construction expenditure. 22

Received  FC Did not receive FC

Avg. House size – standard 
550 sq. ft.

Average house size = 536 
sq. ft. 

Average house size = 543 
sq. ft. 

House features – type of 
roof (standard – gable 
roof)

32% in this group built
houses with a gable-style 
roof (prescribed). Others 
built houses with a hip-end 
roof.

37% in this group built
houses with gable-style 
roof (prescribed). Others 
built houses with a hip-end 
roof.

Avg. Construction
expenditure

Rs. 829,423 Rs. 795,162
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Title

Avg. loan amount

Rs. 164,107

Full Sample

Avg. loan amount

Rs. 159,712

Avg. loan amount

Rs. 171,264

Avg. loan amount

Rs. 151,413

Women-headed HHDid not receive FCReceived FC

1/3 of households never repaid their loans
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Received financial counselling Did not receive financial counselling

Number of households = 130 Number of households =  75

Average house size = 536 sq. ft. Average house size = 543 sq. ft. 

56% of the group 

built a standard size 

house  

Avg. house size = 473 

sq.ft

44% of the group did 

not build a standard 

size house  

Avg. house size = 616 

sq.ft.

50% of the group 

built a standard size 

house  

Avg. house size = 471 

sq.ft.

50% of the group did 

not build  a standard 

size house 

Avg. house size = 616 

sq.ft.
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Received financial counselling Did not receive financial counselling

Number of households = 135 Number of households = 75

54% in this group built houses with a 

standard foundation (23 feet by 21.5 feet). 

Others built houses with a larger foundation.

59% in this group built houses with a 

standard foundation. Others built houses with 

a larger foundation.

32% in this group built houses with a gable-

style roof (prescribed). Others built houses 

with a hip-end roof.

37% in this group built houses with gable-

style roof (prescribed). Others built houses 

with a hip-end roof.



A study conducted by the Centre for Poverty 
Analysis 

Authors: V. Gunasekara, N. Najab, and M. Munas
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Total cost for a completed house

Standard size and 
features (Rs.)

Other sizes and features 
(Rs.)

Full sample 819,615 1,090,760

Received financial 
counselling

829,423 1,073817

Did not receive financial 
counselling

795,162 1,121,596

Women-headed HH 753,734 1,029,695



Average household income per month – Sri Lanka (LKR) 46,207

Full sample 19,707

Average income per month of the sample sub-group (LKR)

Households that have begun construction 19,062

Female-headed households 13,168

Households with at least one disabled member 17,531

Average household expenditure per month – Sri Lanka (LKR) 40,887

Full sample 17,785

Average expenditure per month of the sample sub-group (LKR)

Households that have begun construction 16,759

Female-headed households 14,210

Households with at least one disabled member 14,589

Research conducted by Center for Poverty Analysis 
- K. Romeshun; V. Gunasekara; M. Munas



Average Debt:Income Ratio by District

District 2010 Average 2013 Average Change (%)

Sri Lanka 35.30% 42.65% 20.83%

Ampara 28.94% 38.82% 34.13%

Anuradhapura 42.70% 31.66% -25.85%

Badulla 22.93% 40.60% 77.03%

Batticaloa 22.33% 58.28% 160.96%

Colombo 29.98% 41.02% 36.85%

Galle 91.38% 38.60% -57.76%

Gampaha 35.78% 56.75% 58.60%

Hambantota 31.61% 28.00% -11.44%

Jaffna 33.12% 64.03% 93.35%

Kalutara 36.83% 36.74% -0.25%

Kandy 35.83% 36.59% 2.12%

Kegalle 16.65% 27.34% 64.20%

Kilinochchi* - 40.09% -

Kurunegala 22.65% 47.62% 110.23%

Mannar* - 22.27% -

Matale 52.12% 66.95% 28.46%

Matara 27.66% 27.81% 0.56%

Moneragala 29.10% 37.98% 30.49%

Mullaitivu* - 46.54% -

Nuwara Eliya 24.77% 31.92% 28.88%

Polonnaruwa 42.57% 53.22% 25.01%

Puttalam 30.64% 38.89% 26.94%

Ratnapura 18.48% 30.45% 64.75%

Trincomalee 35.22% 65.33% 85.50%

Vavuniya 31.50% 90.09% 185.99%
Source: HIES

*Data not collected for these districts in 2009/10



Average Debt:Income Ratio for Post-War Districts

District 2010 Average 2013 Average Change (%)

Sri Lanka 35.30% 42.65% 20.83%

Batticaloa 22.33% 58.28% 160.96%

Jaffna 33.12% 64.03% 93.35%

Kilinochchi* - 40.09% -

Mullaitivu* - 46.54% -

Vavuniya 31.50% 90.09% 185.99%

Source: HIES

*Data not collected for these districts in 2009/10



Growth in Mean Income and Debt for Post-War 
Districts

District
Growth in Mean 
Monthly Income 

(%)

Growth in Mean 
Debt (%)

Sri Lanka 22.67% 91.54%

Batticaloa 20.08% 112.15%

Jaffna 56.21% 211.17%

Kilinochchi*

Mullaitivu*

Vavuniya 15.54% 182.20%

Source: HIES

*Data not collected for these districts in 2009/10
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Presenter: Vagisha Gunasekara, PhD - Senior 
Researcher - Centre for Poverty Analysis

“people prefer coming to us because of the ease of borrowing. 
Banks require a tedious process. We don’t require all the 
paperwork that banks demand and we provide door-to-door 
service.”] 
– Bank manager, finance company X, male, March 2015

I took a loan to put a door in my house. I borrowed from 
Commercial Credit. Every 15 days, I pay Rs. 1,200, which is easy and 
manageable. I have borrowed from LOLC, Rs. 70,000 to fix my 
kitchen. Actually, I have borrowed from LOLC, Commercial Credit 
and Nation Lanka. I was part of a group loan system also. Earlier, 
people used to borrow from private lenders for very high interest 
rates. But when the banks came, borrowing became a lot easier. 
Now less people are borrowing from private lenders.”] 
– Female respondent, Batticaloa, March 2015
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Public and private 
commercial banks and 
finance companies ranked 
#1 and #2 among the list of 
sources for a given 
household

40%

22%

21%

No 
documentation

Low/no 
collateral 
required

Closer to 
home + door-
to-door 
service + 
weekly 
repayment

“If we go for Samurdhi that will take 1 month 
to get. 

This [loan from a finance company] 
takes only 8 days to proceed. 

but anyhow we have to repay the 
loan.”



Source: Central Bank of Sri 
Lanka



0% 100% 200% 300% 400% 500% 600% 700%

Sri Lanka

Ampara

Anuradhapura

Badulla

Batticoloa

Colombo

Galle

Gampaha

Hambantota

Jaffna

Kalutara

Kandy

Kegalle

Kilinochchi

Kurunegala

Mannar

Matale

Matara

Monaragala

Mullaitivu

Nuwara Eliya

Polonnaruwa

Puttalam

Ratnapura

Trincomalee

Vavuniya

Change (%) in Banking Density Index



 Requirements: two signatories/guarantors, sufficient 
collateral and a steady stream of income.
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“We didn’t get any loan in state bank we need to 
submit many . Also they asked 

signature for getting a loan amount of 
Rs.100,000. . If 
we are able to submit and get signature we could 
get the loan but we didn’t.”



Research conducted by Center for Poverty Analysis 
- K. Romeshun; V. Gunasekara; M. Munas
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Recommendations

Create sustainable livelihoods, an 
initiative that should move in 
parallel to the construction process

Offer interest-free loan schemes as 
a reparation mechanism for the 
people in war-affected areas

Assess and estimate all 
unavoidable costs associated with 
the housing process

Renegotiate with the Government 
of Sri Lanka to revise the 
maximum stipulated grant amount 
for housing.

Launch a systematic financial awareness 
campaign in war-affected areas to 
promote better financial management 
and responsibility among people



 Post-Tsunami development interventions: relief and 
livelihoods assistance

 A parallel economy of relief:

Presenter: Vagisha Gunasekara, PhD - Senior 
Researcher - Centre for Poverty Analysis

“…they received everything that needed for free; they got free houses, boats,
nets and a slew of other equipment. they were flooded with resources needed for
their livelihoods. People who received these resources even took advantage of
this. For example, they would lie to NGOs that they didn’t receive boats; when
they got new boats and equipment, they would sell the goods. There were lots of
people that made a business out of relief interventions. They would sell the relief
items received by NGOs in Oddamavadi, after which the goods would be sold in
Kaththankudy and then in Colombo. Sometimes these goods would circulate
around the island and come back to Oddamavadi market and the same NGOs
would buy them for more families here.”
- Local government official, Valachchenai



“NGOs introduced debt in the form of micro-loans for livelihoods alongside 
the humanitarian operations of resettling the communities. They gave a lot 
of things for free and then they gave loans to start a new life. Households 
got everything from fishing net to a drinking cup. Now people have got 
used to receiving things for free and they expect it. And debt/borrowing 
has become a habit in people. Their responsibility to payback the loans 
have also diminished. Prior to the Tsunami, people in this area didn’t take 
loans that much because the procedures were tedious and banks required 
a lot of documents. One didn’t borrow unless it was for something 
extremely important and necessary.”
- Local government official, Valachchenai


