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'_lﬂlnstltutlon employees, and other f1nanc1al 1nst1tutlon

‘u.gfprograms as- 1n hous1ng bonds.;fThe programs above

© ABSTRACT .~

JThe houslng market.process 1sva.slow and
'.1neff1c1ent method of 1ncrea51ng the natlonal hou51ng;f.
'vstock and in prov1d1ng shelter for all 1ncome groupsfffx
For thlS reason Governments and other actors in urbani;'
hou31ng have de51gned methods of 1nterventlon in the,?ﬁ
operatlons of the urban hous1ng markets, S0 as. to: :
accelerate»andvcontrol the1r performance Thls 1sh%ff.;,m
';_:necessary due to the fact’that there is a relatlvely.~'.

- large hou51ng shortage Ain. urban areas in Kenya ‘

;‘Subs1dlslng hou51ng 1s one of the approaches used
ito 1nterfere 'w1th the hou81ng market so as- to lower I
the rent and ror the prlce of houses hh'V”a

There are’ varlous subs1dy programs 1n‘ex1stence

"in'Kenya;‘ The pr1nc1pal ones are’ through publlc rental
l‘schemes, employer hou51ng, owner occupler hou51ng,l;;fh“

lstaff mortgage schemes of banklng and flnancmql

[

".are seen to malnly beneflt the hlgh and mlddle 1ncomegnnms-

(**]fThe subsrdlsed hou31ng programs meant for low 1ncome

ﬂ;figroups are" found to be malnly 1n squatter upgradlng

'ffof the government of Kenya and 1nternat10nal ald

iand 31te and serv1ce schemes f It is the general v1ew’

*bodles that hou81ng sub51d1es should be dlscontlnued



7[2?/(sanm aslow income: groups earnlng Ksh 0 2, 000 per

wid) e

or at least be minimised.

The aim of th1s study wasAto examlne‘the ex1st1ng
'sub81dy programs 1n Kenya 'S0 as to flnd out to what
;extent hous1ng subs1d1es address the problem of‘
' hous1ng shortage most. felt by the urban poor 'fThet!;s?5F“7’“

'study w111 be able to show whether the above v1ew,n:y

? : - . : .
of ellmlnatlng or mlnlslng subsrdles should be .f‘tfaﬁf;;
rencouraged whether there are measures whlch camga '

'fbe undertaken to lmprove the dellvery and admlnlstratlon

of ex1st1ng sub31dy programswtor allrlncome groups

~and to flnd 1f it is only the 1ow 1ncome groups

q;‘who should contlnue to be sub51dlsed It is apparent‘p” %esﬂ
‘pfrom the varlous subs1dy programs'studled that most :‘o.

- of the programs beneflt the hlgh and mlddle 1ncome s

groups. Even in these, dlscrlmlnatlon ex1sts in y

:b the dlstrlbutlon and in the amounts of the sub81d1es

«iIn any country, 1t 1s the 1ow 1ncome who need a351stance ;;’

t'if'they are to llve 1n conventlonal hou51ng However, y

'r»in'Kenya, only a. few programs beneflt a small percentage

'Q,of:them.3 Most of the programs meant for the urban poor -

L8

JORE

ﬁ‘fimonth) seem to beneflt the mlddle and hlgh 1ncome

: Q;groups who need a551stance 1f they are to” 11ve 1n55”“'3ﬁt

'?groups as well If sub31dlsed shelter is to
Cmbeneflt the urban poor 1t should be dellvered

'rln such a way ‘50 as to reach them w1thout beneflttlng

”«}the other 1ncome groups 51nce 1t 1s the 1ow 1ncome~
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conventional‘housing - The subs1dy should be falrly

"°dlstr1buted and glven ln the rlght amounts

There ‘are two parts to thlS study The f1rst
spart comprlses the 1ntroductory chapters generally
coverlng the 1ntroductory formalltles whlch 1nclude :

.,among others, thehstudy obJectlves,‘research ;
'Tmethodology,vand related llterature ThlS part reyrews
;'sub51dy programs in both developed and developlng ‘ |
~countries to flndfout the varlous sub51dy forms,fi""*
:admlnlstratlon of ‘the sub81dy and to what extent
hthe subs1dy beneflts the target groups The second
ll part consrsts of chapter three whlch examlnes sub51dy
- programs in: Kenya, chapter four in wh1ch data collected
’from the . fleld survey is analysed and flnally chapter
,:,flve Whlch ‘deals w1th the summary of conclus1ons
'-and recommendatlons The conc1u51ons are based on
gthe flndlngs of the subs1dy programs in Kenya and

~i6@yf1e1d survey It is evrdent that hou51ng subs1d1es

Tdyfor the low lncome groups should not be done away

”'fsw1th They should 1nstead be admlnlstered and |
7‘de11vered in such a way that they w1ll beneflt the :lf?{
i?:’maJorlty of the urban poor.. If the SubSldlSlng o
f;authorltles are to do away w1th sub31d1es, they S

3 should do so to the subs1d1es for the hlgh and mlddle
;‘ilncome groups who even. w1thout the subs1dy can afford

'"';gconventlonal hous1ng
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e CHAPTER ONEi

INTRODUCTIOR

”3“Introduction‘to the problemﬂu ';'
| Hou51ng not only prov1des shelter for a famlly but

also serves as a centre Of ltS total env1ronment

focus of economlc act1v1ty,:a symbol ‘of achlevement

~and soc1al acceptance and as an element of growth and

1ncome dlstrlbutlon fIt fulflls a soc1al need and
satisfies crlterla for renumeratlve urban 1nvestmentl
When hou31ng is con31dered as a form of shelter,

it is as ba51c to man as food and clothlng It 1s S

because hou31ng is a ba51c need that the Government

- of Kenya has in the recent past appeared to be paylng

lot of attentlon to the questlon of hou51ng and -

1n partlcular to how Kenya can put up enough houses

to meet her needs.. Accordlng to the Mlnlstry of Works,

Hou51ng and Phy51ca1 Plannlng report on hou31ng,'.

over 247 000 new hou51ng units w11l be needed for‘rfrfi
7 988 alone. .Of‘these,,56 000 are earmarked for urban,’
v;fareasl dAccordinglto thlS report only two thlrds of
-the urban hou51ng needs have been met creatlng a""
"shortfall of about 20 000 unlts a year, leadlng to ;a

'1overcrowd1ng and the spread of shanty towns?:ycrf




Hou31ng shortage and the predomlnantly -
"unsatlsfactory hou31ng condltlons in urban areas,lfd-fb

_”therefore manlsfests 1tself when the rate of house f"

4;1constructlon does not- keep up w1th the rapld populatlon'
: growth rate. ' The populatlon growth in Kenya has been

3. 77 per year and it lS expected that the populatlon

V‘lell increase from 19 4vmllllon in. 1984 to 34. .8 mllllondi-lw‘

’;_;byrthe year-ZOOO The overall growth ‘rate of urban

h populatlon has been 7. 97 in recent ye""s compared to a_
‘.natlonal rate of Just under:QZ.' By l979 lSZ of the‘

' population liwedvinfurban”areas; but by the year 2000,

125-30% of Kenyans“willfberexpected'togbe urbanwdwellerss.

The above flgures show that there is an- ncreaSLng

need and demand for houSLng The urban housln;z sifuatien in 1 Kenya

is as lllustlated by the ,'.‘qalrobl case»below. ‘Th,e' combination of -

population growth, urbanization and household.formation'
'trendsv in Tablé 1. l 1nd1cate _that about | 70, 440

'_new households w1ll be formed in ~the present plan perlod4

TABLE~1 1-p PULATION AND HOUSEHOLD FORMATION
IN NAIROBI (1983 2000)

' Nairobi jtlv‘ 1983 1988 | 1990 | 2000

“Population ('000) | 987.20 | 1,230.30| 1,343.14| 1.988.60
"‘Average household | o : = s

Slze g , v73.45 . ghy 3.45»f { vl3;45 S 3.45

;No. of households T EEEEE U

| ('000) - 286.14 | -356.14°  389.39| = 576.41
',NewlrmsdxﬂdsUOOO); o= | 70.44) - 32.81| © 187.02 -

‘Source Urban Housing Survey, 1983
(Extract from Table 3 .3 Pg- 122).

..-.




If the 70 440 new households are compared

'fto the planned 8 750 un1ts for Nalrobl in the same/'
plan perlod ‘the- magnltude of Nalrobl s prospectlve ff'*d
_hou31ng problems. becomes starkly .apparent Most -

;riof the populatlon w1ll have no alternatlve but to

live. 1n unauthorlzed and . substandard hou51ng ‘,'1372 T

. About.3OZ'ofﬁNairobiJs population”live,in~vj
substandard housing which include slum'and‘squatterbf',
_settlements such as Baba'Dogo, Korogocho, Mathare"

Valley andvothers If bold steps ‘are not taken'

fto prov1de shelter for the low 1ncome groups the
,mushroomlng of the slum and squatter settlements is
bound'to continue Furthermore, the low income groupsh
form a large proportlon of the urban. populatlon The

low income groups in this study are cons1dered to‘;b

: be those 1nwthe 1ncome ranges of Kshs 0-2,000 per

month whlch forms about 69 177 of the urban households6.

Slnce the low income households form a large-i
part of the urban p0pulat10n, they are the ones to |
 be catered for 1f the urban hous1ng problem is to«f”
.be solved It is thls group whlch is also dlscrlmlnatedf{
agalnst They are poor and hence have no properi» AT
‘securlty to pledge S0 that they can get loans at

'affordable terms from the prlvate flnancers or - seml-f:"

publlc 1nst1tut10ns Most f1nanc1a1 1nst1tutlons glve I

' ‘loans accordlng torone‘sjlncome. The majority of PR



-

the low 1ncome groups fall under the 1nformal sector

It .is therefore dlfflcult to quallfy thelr 1ncomes Whlch

: are'usually unpredlctable and fluctuatlng Thls is why

very often the low income workers. compriSLng of the

Cif the urban houslng problem is to be mlnlmlzed

"informal sector “have been con51dered as an 1mped1ment )

 to economic- development or at best, a marglnal element

of soc1ety7

The low income groups comprlse 69. 17% of
‘ the urban populatlon Therefore they are a central elenent

of the soc1ety It lS thlS group who should be cons1dered

Al .
(AP

 The 1979 83 Development Plan8 clearly states'this

- problem - that the urban hou51ng problem is compounded

by the lack of adequate.purcha51ng,power'among}a large

section of the urban population} This plan further states

. that those'who-migrate'to urban areas have no immediate

.s

v prospects for employment and lack the basic incomes needed

“to purchase essentlal goods and serv1ces _ Only about 307
of 'he'then ex1st1ng 440, 000 urban households 1n that yef

perlod had suff1c1ent 1ncdme to»afrord minimum cost

conventlonal houslng," : JQ.;U

' Therurban'housing*problemlis‘further‘aggravatedi

by the scarc1ty and high prlces of land the rapld

| 1ncrease in bulldlng costs, hlgh costs of bulldlng

materlals and of borrow1ng money to bulld or buy a

lv_ house. These are further compllcated by an - anthuated\h

as shownby the 1984 88 Development Plan

bulldlng code thatnever qulte took 1nto ‘account

o the people s ablllty to flnance houses of rather,"

2. This was - recognlsed by the Governmentjv

10-

h1gh standards

y that among




'the main speCific houSing polic1es and obJectives 1n
'gthis plan period, is. 0 formulate and adopt realistic
~and performance oriented building standards espec1ally

in- the area of- low-cost hou31ng

. The,problem of’housing in urbanvareasiespeCiallyb
felt by the low income groups has resulted in. the 5;pt“ .
government undertaking certain measures SO as to’f
1ntervene w1th the'operations of the hou31ng market
- in order to. 1ncrease hous1ng stock to that group
ee0f the-population which is not_adequately catered}
for by the hou51ng market One of the policy tools..
.(hfwhich has’ been used 1n both developed and . developing
"countries for prov131on of housing espe01ally to
low income households unable to afford conventlonallA

AhouSing‘in'the'market are houSing sub51dies11.

" Housing subsidies

'{,,f» Housing subsidies can“be'defined as a'means
of 1ntervention in the houSLng market for the purpose_].

-of expanding either ‘the effective demand or effective
s supply (or. both) of hou51ng A sub51dy is - therefore,i[

bfany method of production or distribution of hou51ng -

~in Whlch the Government or anynother.authority part1c1pates,
in giving" matérial ‘financial aid and or technical ass:.stance

:to indiv1duals 1n order to ensure that they recelve

' hou31ng at.a price or rent they can afford This rent,,'

__,Q.,,,




or price is usually lower than the actual market

price/rent of. housing In Certain'cases;-the priceYrent

may appear to. be the same as that in the market: but

there could be concealed (hldden) sub31d1es, for

Q_example in technical a531stance.' :

-

.The concept of a subsidy covers-those‘measuresf

i

or 1nstruments carrled out in order to fulflll the

aims and goals of hous1ng pollcy through encouraglng

' ,hou51ng productlon renewal of hou31ng stock and

or redlstrlbutlon of the hou31ng consumptlon among
dlfferent populatlon groups Hou51ng sub31d1es may
be dlrectly or 1nd1rectly dellvered Thls makes;
the concept ofrsub51d1esfqu1te broad. It covers
not,onlyvthose measures'and instruments which aren
part of publlc budgets, but also those whlch are“h
not necessarlly dlrect payments by the government
but whlch nevertheless 1nfluence hous1ng costs or f

productlonﬂ(such‘aS'a tax rellef sub51dy system),?;:

The need for sub51d1es may arlse from the S

soc1al welfare v1ewp01nt when a large proportlon

4of households cannot afford to pay the hlgh economlc

from 1nflatlonary pressures o @bulldlng materlals, wages
of bu11d1ng labour and other factors. In Nalrobl,, »

'rents.;ncrease'every;year.‘ In December 1982 low

vrents gharged for decent hou51ng Economic rents are o

‘_hlgh because of the hlgh costé“bf'constructlon resultlng

: income groups'paid;average.rents.of about Kshs.-315;iby' |




b.1985 December the rents had risen to Kshs.~426 per .
.month;sr. | R
EIt'has-therefore beCome'imperative for'the i'

goyernmenttto share’theaburden‘of rentseither}by"

vbuiiding houseS‘to‘let at lower rents‘as_inbloca1,7
bauthority housingvor by‘giving subsidies to fiil'
vthe.gap between the ' rent charged" (economlc rent)

and- the paylng capac1ty (social rent) The economlc

rent is the,rent charged in the‘market in order- to
repay the capital invested (loan taken) over a
specified period of time with reasonable interest.

‘\

~ The soc1al rent belng less than the" economlc rent

by the amount of the subsrdy14

On economic grounds; subsidies are necessary
;where there are. 1neff1c1enc1es Wthh may be severe
'enough such as the 1nab111ty of producers and consumers
to brlng about an opt1ma1 allocatlon of resources -
Thrs may be due to the prlce and supply rlgldltles‘
~ycaused by regulatlons and abuse of the market
'umechanlsm In such cases,‘government 1ntervent1on‘

can make ‘some persons better off by use of subsrd1e3154



Hou31ng tends to take a. low prlorlty in, consumer‘
rbudget allocatlon If 1nd1v1duals economic |
Ny redulrements were listed,’ hou51ng w111 often be'

found to take a place-after a JOb clothlng, food

-and'other consumer'goods. People 1mag1ne that once

they have a job they can earn enough money to buy, R

vbulld or rent a house Very few people thlnk of ﬂglr;*
hou51ng after acquiring a JOb._ Thus houslng falls
under,the categorydofla "merit good” which.people _'
‘should beuconsuming more of, but very littlevof‘it'
is in fact consumed Consumptlon of more hou51ng
‘increases the welfare of society, but the soc1ety
‘tends to defer thlS klnd of consumptlon in favour-
dof‘other'goods Consequently most governments encourage
hous1ng consumptlon so that 1t s people can beneflt
from more of the commodlty that they consume less

"of in absence;of government 1nterventlon. ,Thls 1sf¥

.the rationale for most hou51ng sub31d1es, where in

order to- 1nduce people to: spend on hou51ng the governmentv

,or any other authorlty subs1dlzes,1nd1v1dua1 ‘efforts
~.with mater1a1 and flnanclal help. to make 1t 1ess
strenuous for 1nd1v1duals to construct flnance,

Arent or acqulre hou31ng for thelr personal use than

R .‘}‘,..~
they do in absehCe o£ government subszl.dy‘L6



'€Suhsidising housing may result inbthev
redistribution.of“income. Subsidies‘for houSing:;t /hn
will compete withfsuhsidfes for’educatfon; healthyf
and_9Eher SOCio-economic sections."Theweconomic -
-significance of housing,'its 1mportance in urban
spatlal form and the fact that it is a basic good
make it -a prime candldate in many 1nstances for :

consideration for subsidieS' One of the prlmary

obJectlves of a- hou51ng sub51dy is to help the /poor

{

obtain 1mproved hou31ng

Most houSing subsidies,fespecially‘thOsei
meant'for low income.groups, unfortunately do not
,reach‘them.. Littievthoughtappearsvto be_given.to ,
their form,mmagnitude and distribution, among |
different<ﬂassesof households, or theirvimpacts on
'eithervthe behaviour'of beneficiaries (example,-impacts
on hou31ng consumptlon 1nVestments or choice of tenure)'
or the viability of the sub51dy generating 1nst1tutlons
The effortstundertaken tovsub51dlse low income groups;v
~are confounded by the dlfference between the estlmated
hou51ng need calculated at relatlvely high standards :
and the effectlve demand based on the 1nd1v1dualsj'
4ab111ty and’ w1111ngness to - pay for hou51ng serv1ces..2j'
Thus the . sub51d1es are often deep subs1d1es (large
amounts), reachlng only a small percentage of the
target group when the target groups are the low-

1ncome17'
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‘Low income housing subsidies: site and service

~+ and squatter upgrading'schemes'

hSub31d1es for low income households are malnly
dellvered through squatter upgradlng and . 51te and
serv1cevschemes» in most developlng_countrles and 3
.Vespecially in Kenya‘ The’amounts of‘subSidiesvto:
this group are. relatlvely low 1f compared to those,~v
of hlgh and mlddle income" groups. This is due t0"v
the hlgh and mlddle income groups rece1v1ng sub51d1es
through various forms such as employer hou51ng, owner
\occupler tax rellef on mortgage interest, houslng jf‘
bonds and other forms These subsldres benéfit'a”r
large number of the high andvmlddle income groups‘
than those for low income groups whlch in any case_

reachcxﬂyzismall group of. the low income households

In addition,linVcertain'cases thepmiddle and
fhigh income:groups*benefitvfrom'projects meant'forldv
the low 1ncome groups . An example, is. the UmOJa I
 inner- core hou51ng unlts 1n Nalrobl which were meant B
‘ggfor low income groups w1th.an average afupUDKshs 3 000

a month earnlng celllng (the deflnltlon of low. 1ncome

groups in thls study is Ksh 0 2000 per month) ' These

plots were reportedly conflrmed to have been 1rregularlyyl'

_allocated to- promlnent people 1nclud1ng some senior et

c1v11 servants, deflnately not the target group18




©. . services like Wwater, sanitation, roads

".“for potentlal partrcrpants by elther lowerlng the

-ll1‘;

Due~to-thisvthe*City Commission“appointed officialsv’,'
to complle a report show1ng the allocatlon of these_i_

- unltslg.

Bloomberg and Abrams as early as 1964
recommended the use of site and serv1ce programs to
allev1ate the housrng shortage for the urban low
1ncome groups The site and service projeets in
Kenya were "in the l9705;meant to ease the hou51ng
'problem of the low income- workers w1th1n the 1ncome
.ranges of Kshs. 300-1200 pergmonth Thls amount
. has~increased in recent projects. \~For example in’

»Mathare North the incomes are 1n the range of
~Ksh. 400 - 1000 per month. - ln the Development
Plan 1984-1988, site and service projects are
" defined as:
1thosefprojeCts in which residential i
plots or land are provided with basic
surface drainage, street lighting and
allocated to eligible applicants so
~that they can gradually develop the
house with permanent materials over
a period of time using self help

- efforts. Material loans and technical. 2013f e
'a331stance are,offered to plot allottees T

These prOJects are- meant to create economlc beneflts

x'effectlve market price of shelter ‘and serv1ces or'f}
qrelax1ng market'restrlctlons Or both. Ironlcally
‘site and serv1ce progects in Kenya have not only -

o benefltted the low income groups, but also the mlddle

fland hlgh income’ groups
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The Hou51ng Research and Development Unlt
fleld mmﬂmsgl revealed that the 1ntended target groups
-are not beneflttlng from the srte and serv1ce prOJectsv~

A 51gn1f1cant fact‘whlch‘emerged is that the maJorlty'
- of the beneficiarieshavesudmlowhinoomes that they

. simply cannot afford the oost’of houses;even7with

: the stipulated minimum standards Furthermore, Senga B
et a122v1n the survey of Dandora Phase I made an |
economic analys1s of hou51ng in terms of household
;affordablllty and'found out that about half of-the
occupled plots were occupled by others, not the-r-
‘orlglnal 1ntended allotees © The reason advanced
‘for thlS be1ng that the 1n1t1a1 allottees experlenced -

financial stress. Hence’ they were compelled,to sell

their plots.

" The houslng pollc1es’are not approprlately
.formulated and 1mplemented to cope with the ever
accumulatlng urban housing problems ' In31stencea
| 0n~very hlghrstandards and technologles eoupled w{thfh”
a;highfrate,ofvinflationlhaslrendered1most'offtheiirh"h
housing’projects'meant.for?lom'inCOme groups highdﬁ
cost. The ‘standards set in the 1974 78 . Development:
Plan. were too hlgh and unreallstlc The two roomed"
conventlonal-hou31ng is not w1th1n the reach,of theﬂ

majority of the urban population.



. of the low income target families

.13 -

“The problem whlch results from hlgh standards_,

for low 1ncome housing programs is also eV1dent 1n

_the Senegal site and service prOJect 1972 The tlmely'

executlon of the prOJect waS~h1ndered vamong_others -

by the design standards.j The standards initially -

adopted by the government were too high to be reallzed"'

by the de31gnated prOJect agenc1es/or the maJorlty
23

Over optimism in design standards and the
resultant inability of the poor to afford to be in o

the‘project has ‘an inevitable corollary - that

“benefits willytend_toﬂaccrue,to hlgher income

households that canrafford'the'higher standards.
"Leakage of beneflts to middle income households
in some site and service prOJects which are SUbSldlSed

results in the subs;dy benefitting those who least

v need it.

: The fact that sub31dlsed shelter for the urban

\"

poor reaches only a small proportlon of the target group

/.

] calls fora careful evaluatlonofthe effectlveness of SpElelC o

hou51ng.sub31dy forms.. However, ‘this may prove

'difficult as housing programs in certain cases ‘as

~Umoja are. mixtures of several dlfferent 'pure forms"

of sub51d1es “In addltlon the 1mpact of each sub51dy

program is. 1nfluenced more by the way 1n which lt

is admlnlstered than by the amounts.. of sub31d1es 1nvolved

/o




Squatteriupgrading'is another strategy meant

to. ease the 1ow ‘income hou51ng problems.. ~ In the -
development plan 1984-88 - squatter upgrading is

said to involve:

The preparation of physical layout
plans, regularization of physical
vlayout plans and. land tenure by
issuing of titles and the provision
- of basic services to encourage -
beneficiaries to improve their
housing structures and the
environment through self-help-
~efforts. ‘Assistance will be
- offered through the material
loans, technical assistance,
provision of water, points
and toilet block324

‘Although Nalrobl has the largest squatter settlement,
the upgradlng exercise is subordlnated to site and
service schemes. Only 200 units in Kawangware had

been. proposed for upgradlng25

If subsidies are..
vdelivered tofthetsquatters, a 1eakage of behefita: -{'
to other income groups will be mlnlmal as is in 31te'
and service schemes.  In practlce, the ch01ce of

the form of the subsidy may be crltlcal to 1ts
‘effectlveness. If 1t is squatter upgradlng, ‘so thatd,
the owners of the substandard units are. the one's
.to recelve the sub81dy, thlS will dlffer in 1ts'.
;effectlveness to the site and'service prOJects. Thedd
-issue ofveffectlveness is 1mportant glven that;the{
resources avallable to publlc authorltles are

t

1nvar1ably 11m1ted



It is thediow income groups’in the urban?areas'v
who need assrstance: As it is generally agreed that 1 f!t
Just as the poor urban famllles are often unable
. to obtalnradequate food and clothlng,_sorthey are -
unable to obtainvadequate shelter unless they are
: glven some form of subsrdy The subsrdles that exist
‘for the hlgh and mlddle income groups are more |
'benef1c1al to them than those glven to ‘the low income -
groups An effectlve hous1ng sub31dy program should

is llttle 1f any leakage of benefits to the untargeted

groups 5
. | | .
}’;:""6‘5'4-: ¢t . ) . R

‘The significance of the study

itvisvin thevinterestof.furthering‘an’understand-"

ing and appreoiation'of the role of housing subsidies
especially in'provision of housing for low income =
groups that thlS study has been undertaken . This

18 necessary due to the contlnulng urban houSLng
.problems espec1a11y for the 1ow 1ncome groups Ihegznmnman:off;
.'.Kenya s view on subs:Ld:Les in housmg as laid out m Sess:Lonal Paper No lv' |
A of 1986 advocates .8 move away from subs:.dlsed housrng RS
:ThlS is requlred so that returns on. publlc 1nvestment
can be maximised | |
;Therefore;'the government‘agencies'are
to be urged to charge market prices for

the services and facilities. they provide.
This is to apply especrally to the sale
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and - rental of housing and housing

plots, and the leasing of

‘government lands in urban areas.

These and other charges must be -

raised in part because the

stated obJectlves of subsidising 26

the urban poor is rarely achleved

It further states that the- equlty goal can
be achleved more effectlvely by charglng market prlces
to the fewvwho currently benefit in order to expand
hprovision_to the many more who are still in need.
Furthermore, a move away from site and service'projects
for low income groups is one of the issues being

oohsidered in the current housing policy review27;

e ?he iuternational aid agencies have'piayed»and'
important role in assisting the government in projects‘
meant especially for low income groups. Thiskist -
clear from thevorojeots~that have,been undertaken
ih Kenya such as Dandora Site and Service Scheme,
the 2nd urban.projects.anddothers;' These agencies
too, want~a move . away‘from subsidies; }The World":

fBank s view on hou51ng sub31d1es is changlng towards
m1n1m1s1ng them within sufflclently narrow llmltsri~
to permlt repllcatlon of the prOJects on’ a large
scale. Otherw1se the - prOJects w1llhardly be Justlfled
for. bank flnanc1ng Therefore, further steps are
needed to reduce sub31d1es and to target them so-

that they support ‘the prOJect goals. The repllcablllty

Of 51te and servrce programs is frustrated when they




require large outSide subs1dies to- be successful28

The ‘abové view is held by UNCHS (Habitat)
that where, in oertain'circumstances subaidiespcannot
be avoided; an attempt. should be.made”to croes-
subsidise interest rates'by balancing average'borroving
and lending rates making the hous1ng finance':’
‘ﬁorganisatlons economlcally v1able It is only as
"a last resort  that sub51d1es should be conSidered in
order to provide minimally acceptable shelter within.
affordable'limitszg._l ‘J o o e

| S o \ o
With the above attitudes towards housing
subsidies by the main actors in house provision |
especially for the urban poor;'it is imperative to

undertake such a study S0 that the policy makers,‘,

planners and other actors in hou31ng can be able

to see whether such a move is Justifled or not It',;i“

w1ll contribute to a greater understandlng of the
various forms of subs1d1es that do exist for all

“income groups and show to what ‘extent such sub81dised

e i

prOJects have been. implemented in both developed
~and. developing countries.‘ From this, lessons may be -

'learnt which may be appllcable to the Kenyan case;

The recommendations from this. study would,help
“the governmentlin"reaching a decision as to who

'ahould‘be‘subsidieed and in‘what manner.

4o
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The hypothesis ;'v

The existing'forms;of,hdusing,subSidiés
benefit the high and middle income groups more than
the low income groups. The subsidised projects

-for low income groups havé'to-a,gréat extent failed

to.penefit them.

- The study assumptions

In carrying out this study,vthé_followiﬁg

assumptions were made:-

i) Income is a significant’ determinant of the.
\ . . '
type of housing that people can afford.

ii) The low income groups cannot afford
coventional housing unless assisted by use of some

form of subsidy.j

iii) The success:ofbthefhousing‘subsidies”
depends not only.on the form, but also on how.it is

administered. < ., . R

iv) The price of a hbuse'dependé on land values,

T e

construction costs and the cost of capitél.l




HE

The  study objectives-

The main objective of this study is to identify -

and evaluate the various subsidy forms for urban

_housing, with partioular reference to shelter for

the urban poor. The'study'therefore, attempts to

-

carry out.a survey of the various forms of sub31d1es,

with a view to asse351ng their approprlateness for

the shelter'needs of the various target .groups and

t0"finally'come up with recommendations-and proposals
on the most effective and approprlate form(s) of

subsidy for housing the low ‘income groups. .rlnally, on

S~

how best to,admlnlster the hous1ng sub51dy for the

maximum benefit of the target group(s).  — ¥

The choice of the study area /

Nairobi's Dandora prOJect was chosen as the

study area. The magnltude of the urban hous1ng problemv
in Kenya is most acute in Na1rob1 due to the hlgh'

rate of'populationkgrowth About 30/ of the populatlon

30

in Nalrobl llve 1n substandard hou51ng | Nalrobl -

has - the largest squatter and slum settlements in

urban Kenya.' By the. year 1989 807 of the total planned

Vhou51ng output w1ll be 31te and ,service programs in

Nalrobl Such programs are found to be in 1arge scale
in Na1rob1 ‘than in any other towns an example belng

the Dandora prOJect. It was one of the earllest




 Dandora Phase I as shown by the/monitoring "and evaluation reports~“.

world-bank supported'site~and service program531.

The Dandora progect was coﬁpieted:in 1978.
The prOJect 1ocat10n lS as shown in Map No. 1 and _
Map No. 2 in this study. In thls project 6,000 serviced fv
plots_were to be;provided over a perioovoft7bYears. B
This was to be undertaken‘in two phases. ‘Phase'I vas to
consist of residential areas 1 while phase II'consisted _il
of residentialvareas 2;.3,_4vand 5.'LArea 6 consisted'
of land which was to be divided and sold in the

market. This is illustrated in Map No. 3. -

o -

The Dandora project was chosenas'the case study

" as this progect contains various sub51d1es highlighted

later in this study. ThlS project has been 1nstrumental
in achieving the“official ‘government recognition.of the
objectives of low income housinglprojects,:a commitment :
which has been conflrmed 1n the development plans and in
the prlority given to site- and service schemes 1n the
allocatlon of the urban 1nvestment resources It is
because this- prOJect was meant to be for the urban poor “
in Na1rob1 that led to. the undertaklng of a field. survey
on the rec1p1ents ‘of thlS sub31d1sedbpr03ect3__Phase II, -

residential areall was chosen as the study area (see

Map 3) because the experience gained in the execution '

Of‘Phase I was an'asset for the-implementation of Phase II.ff‘

Therefore, Phase I seemed. to have been a demonstrative

phase which'prompted the author to choose phase IT.

Furthermore, a lotiof”research'has been undertaken of -
_ | | 4y
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"The scope-and organization

of therstudy |

This study involves an identification aod,
evaluation of the various subsidyeforms for urBan
housing.' The “subsidised programs studied are,for
all“income groups in Nairobi. Tﬁis is done. so asfto
assess the'subsidy forms;_their delivery and the
intended target groups 1n each case. 1In all the
‘ programs, except the case study, the recipients of
the subsidised houSLng were notp1nterv1ewed, Tpe,ﬂ
criteria for evaluation of a partieuler subsidy are
based oo'the program's efficiency in aptainiﬁg the stated
objectives. Each subsidy is evaluated io'the context
of’the'specific problem or market imperfection}which'

it was designed to address.

There are many subsidy programs in‘existence
in Nairooi;: However,‘ohiy'the prihcipal"ones. have
been analysedv' The subsidised programs heve been
categorlzed as publlc or 1oca1 authorlty rental hou31ng,
employer hou51ng and owner occupler hou31ng schemes. |
InvNalrobl,pall sub51dy.forms are_found to be-applied
either'individually or simultaneously with a number
of other forms depending on the financial resources
- of the sub31dlslng authorlty and the recipients- of

such schemes.




' Citydconmission, and theﬂHousingvDeQeiopment d_
Depaitment in_Déndore.’ o | )

- Interviews were undertaken'on officials of
the Kenya.Railways; Kenya Reinéurance;'Barclays
Bank, Housing Finance Compény of Kenya, Nairobi.
v'CityFCommission Ministry of Works; Housing and
Physical Plannlng and the Unlver51ty of Nalrobl.
_ The questlonnalre used is as shown in Appendlx l 1.
' This was done for the(purpose of 1dent1fy1ng and
asse551ng the various forms of subSLdleslln these
\establishments; the beneficiaties, the requitements
for one to qualify for the sub51dy; how the sub51dles

are admlnlstered and other shelter related 1ssues

The field sutvey was conducted in Dandora Phase II’
Area II re51dents using the questlonnalres shown '
in Appendix 1.2 and 1.3. The breakdown of the
plot,typesdin’Aree I1_are as shown in table,l.2’n

below.

TABLE 1.2 BREAKDOWN OF AREA II PLOTS

Type Number of,plots
A 1120
B : . 519
C. I 102
 Total | 1741

Source: HouSingvDevelopment Department,‘1986.




180 plots were - randomly sampled for the survey.

In .a plot there are from 1 - 8 rooms (households)
Adepending~on the number ‘of rooms in the plot.’-Itv
would have been very difflcult to 1nterv1ew all.

the households in'a given plot due to the time and”™ funds
available for this study. Therefore, in each sampled
- plot, one household was interv1ewed For all ther
vplots in the survey area, the landlords were given 'jw
.~ top priority However, invthose plots where ‘the B
landlords were- absent, the head of a tenant household
that had'lived,longest in the plot—waslinterviewed,. =

This was necessary as the tenants kept moving from

one plot in the same phase to another, or to the

newer areas of Phase II.

There were,two types,of questionnaires used,

~one for the landlords and thelother for the tenants.
In both cases, the author‘was'interestedvin finding .
out the 1ncomes, rents, occupations of heads of
households, and other related issues. For the
landlords, the author requlred more . details so

_as to assess whether they were the original landlords’
or not, if they were the targetted group and other
factors which would clearly as31st in. asse351ng
‘the success of the prOJect.ln;reachlng the target*

‘group.




The.data collected and the results thereofh'h
is presented in tables and‘written'texts.v The -
researcher realises‘that thepfiﬁdings fromvthe- SR
field‘survey mey.have;some drew.haeksr This is
beéause eome residents were'sensitive to certaih
issues as thelr 1ncomes, and hence did not give -
the correct 1nformat10n. Thus, notvall answers .
recelved may be representatlve of the sample survey;
Furthermore, the 1nformat10n‘collected from the L . -~
Housing Development Department in-Dandora did not
\1n certain cases tally w1th that from the fleld
As an example, the number of olots that have been
resold. " In the offlce, only a few cases were .

reported however in the field surveV, it was found - L

‘that the ownershlp of Lthe plots had changed ‘p; /
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"° CHAPTER TWO

AN OVERVIEW OF HOUSING SUBSIDIES

.The housing market

The economlcally weak groups of the world need
some‘form of a551stance so as to be able to live in
decent housing according to the~expectat10nsvof.each_
country; 'The:literature‘reviewed'in thislchaptef
involves an'analysis of(the various housing suhsidy
forms in existence in both developed and developlng

. conntr;es. In the section on developlng countries’,
the snbsidies in existence in Kenya\are'not analysedr
as they are covered in Chaptera three and four. Thed
question as to why housing‘subsidies have been adopted :
‘as one of the'policy tools towards housing‘the poor |

calls for a'looklat the operationscﬁ'the’housing,market.

Ironlcally, desplte the 1mportance of hou31ng
vln natlonal development of - any country, it 1s
insurbordinated in the list of 1nvestment prlorltles,
where the allocatlon of flnanc1al resources is left
to the marketeforces of.demand and supply, low cost(.
housing findsllt'difficult.to secure the required
financial resonrces.v Govetnments have therefore to
intervene‘in the houéing narket hecause when left
alone the market process is a slow and 1neff1c1ent

method of 1ncrea31ng the general hou31ng stock and -~
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‘especially in providing shelter for low income and

disadvantaged grOups.i

A review of the housing;market'as discussed

" below, shows‘the need for publicvintervention. The
“concept of demand in the housing«market involves the
potential buyer'tastesiand'preferences, sensibility,
to changes in 1ncome, in the price or and rent of

, hou51ng, and in the prlces of all other products:

The supply depends on the producer's sen51t1v1ty to

- changes in the market;prrce/rent of hous1ng and 'in

the costs of 1abour, capital land materlals and

\any others Wthh he must purchase 1n order to N

\

1
construct a house .

Given tastes and preferences, income,‘price
or and rent of'houses; and the prices, of all other
products,:the buyer expresses an effectiVevdenand
for a particular quantity (unit) and quality/of housing
"whlch is offered for sale or, and rental (effectlvely
‘supplled), by the producer or owner. Any units
offered for sale or rental other-than those being
'effectiuely demanded creates a marketvdisequilibriun'
which through time is presumed to be adjusted by

‘ e s e 2
changes in prices or rent®.
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The impact of subsidies on the'demand.sidek
of the market on rents and prlces of houses: depends
on the supply condltlons. Usually, hou31ng markets
are'assumed to haVe:elastrc responses‘t0'pr1ce.changes. J/,f
The»higher the price or rent of a unit, the lower o
the demand Inscompetitive situatiOns thefproducers
have to maximise their proflts and will therefore

produce those'units which’will maXimise profits. ThlS

normally results in unlts whlch fetch high selllng

"
prices or hlgh rents. .Hence more often than not,

pro&xﬁrsin formal housing market supply houses for -
the middle and high income groups leaving the iéw‘

income groups to look for housing in squatter and

slum  settlements.

If the government or other authorltles want
the low income groups to be ‘able. to afford hous1ng ,h : ‘%"
in ‘the market, they’have'to 1ntervene in 1ts operations.nv
S0 that'it works}in'a certainrdeSiredfway./-Housingi ’
sub51d1es is. one of the approach ‘that may befadxted.alfhthe-'
aim of the government is to encourage anvincrease'in B |

hou51ng stock at prlces or rents that the 1owvincome

groups‘can afford, either the suppllers of low 1ncome o

housing have to be subsidised or the incomes of the“

- low income groups increased assuming that the increase

will mean more money is allocated by comsumers to housing.

HQHIIVN cIG mmuam S



When'suppiiers,ape subéidised,\they éfé able 
td produce more:housing and charge lower rentg br ,
‘prices.' Figure'Z-IVBelow shOWS'how'subsidiés to the
supplierskintéfvene in the'nOrmal‘maiket operations.

.Before?thé intetvéntion, Sm and Dm are the market

supply and demand curves respectively. This is the»{

equilibrium situation in the short-run. ‘The

corresponding prices or rents and quantities are
~P_ an .
P, and Q

FIGURE 2-1 THE EFFECT OF SUBSIDY TO THE SUPPLIER ‘
© IN THE HOUSING MARKET ' ‘

¢

Price/Rer]

ml

- Number of housing uhits.'

Qm;v ’ Q-m ésl o "'Q '




P -P, is the éubsidy amount to the supplier

in the short-run. Since the price is lower at P

those houséhold; who could not have afforded housing;
~at the originai‘price P can now éfford. Due to_tﬁe
1bwer price the demand increases iﬁ the'long-rﬁn causing
the Shift'of the demand curve to the right (DS).VvThe'Q'
supply curve for subéidised hdusing»ligs to the right1,;
of the actual mérkétvsupply cﬁrve'in figure 2-1 (5]).
This implies.. that more pouéiﬁg:is being produced

at the leér prices than‘before. Assuming“the demand
rémains unchanged ?ﬁ fhe short-run, and the elas?icity"
of demand ?emainé‘the same, any éﬁbsidy that mékes‘r |
housing sﬁpply possible’af théAlqw reﬁls, and or prices

leads to more consumption of housing.

When more housing is consumed at a léﬁer‘pricezl'
Ps’ thé community‘has'eXtra*diéPOSable'inCome whiéh
’it.één spehd oﬁ'otﬁer consumer comﬁoditiesé. In’théa
1ong;rqn QSi is deménded;Wheré withoutva'subsidy; |
vthé‘rent 6r price'éharg§d>wpu1d be PMl. Howevef,‘
with the 3ubsidy, thg.pfice/rent ihcreaééswngVe P§' 
énd‘Psl, to below Pm;‘.Therefore, if ?roducefs are

subsidised, they produce more units at lower rents = -~

or prices:makingzit possible for low income groups"{

to afford houses in the market.




: 'Hous.ing subsidies "however are'not the only ﬁay that a
govérnmenflér aﬁy authority can iﬁter?ene in thé‘housing
‘market. ‘Other approaches inéluding a variety of’urbaﬁ
policies Such as'thé use Of,Vérious types;of zoning,/
urbanvréneWal, slum clearance and others are USed: .if
a sﬁbsidy isfdeterﬁined-to be the only pbssible’means
to ameliorate the'existiﬁg market‘imperfeétions in the
short-run, the choice'of the'subsiay form must bé/thaﬁ
one which makes thehsmailést claim against reSOurces”
per unit of héusing,services sﬁpplieds. ~The subsidy
must reach the target group aﬁd‘meet both the416ng

and short-run objectives on which it was based.

Dimensions of housing subsidies

Subsidies,in‘housing come in many forms, amouﬁté,
durations and are delivered in differeﬁt ways under
"different Circﬁmstancesi The main function of-
subsidyvschemeé is'tovgivé'incéntives
to sﬂifts%of capital and man power resources towardé:
the housing séctorvwhibh, fhérefore, to-a'high degree
may ofteﬁ conflict with the éverall eébhomicvgoéls'
and‘targets;of'a country. Nofﬁally, the'greatest
conflicﬁs turn around questions of resource allocation
ahd=in’particu1ar on choibes between ihﬁestment in |
housing andidthef_capital invéstments6;r
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In spite of the many models of subsidy formsb
(vehlcles), the fuel for thelr motors is money. . The =
money may be spent for. reduc1ng cap1ta1 costs, operatlng
costs or conversely to increase the capacity of
' oebupants,to pay for capital and operating:costsf
.The keyvdifference between the systemsamay be‘deemed
as the amount of_fuel coﬁSumption and the general
trend is towards more‘efficient motors7. ‘This is
clear if the form’ahd the amounts of subsidy in pﬁblic
rental housing is compared with interest subsidies
In publlc rental units the sub31dy w111 be the dlfference

between the rents paid for these unlts .and

the market rents of the ‘same klnd of houses

In interest‘subsidies the subsidy amount will
be seen as the differehce‘betWeen the loans/money
repaid With'prevailing market‘interest rates and
that'paid'with the‘subsidised interestvrates.

[ —_

" The characterlstlcs of hou51ng'sub51d1es‘outllned
‘below,’may or may not be cruc1a1 to achieving the |
obJectlves of a partlcular subs1dy program but would -
be important in program evaluatlon. The tlme perlod
of a subsidy program.distinguishes subs1d1es which
have a direct as‘opposeo to a deferred ,impaCtAon:v
housing oonsbmptionvor.produotion; Cash grants to
. , , £

‘low income groups would be classified as direct where =




as investment credits or low'interests'in”housingm
loans as deferred, sinceathe later attempts to
influence the'time profile of'housing investment
usually involv1ng a long run . subsidy.. ftﬁri‘“

commi tment 8

Selective subsidy programs arelfonnd when
only a srngle firm or small proportion of households,-,
are influenced An example of this would be in owner
~occupier allowance given by the employers to only
éthose employees who are owner occupiers.’ *Further—
‘more, where the magnitude of sub31dy is large,- sub31d1es
are considered as deep. Hence in public housing
where a small proportion of low income families
are eligible,'the subs1dy form may be described asA,:
selective and deep If the maenltude of the subs1dy 1s small

then the subsrdy form is selective and thin.

- Some sub51dy programs may be ‘described
according to the duration - as once-for all short-run
(cyclical) or long-run (permanent) The-house
allowance given to employees on a monthly ba31s 1s’rv' s
a once-for all subsidy, while conventional publicv
housing is a long-run housing oommitmentg. 1f one.
is given a grant in pnrchase of a house which he
-does not repay back, then this is a permanent»once
foriall suBsidy; Hence in some instances the subsidy .

itself may be  permanent where the one subsidised

g




continually enjoys the subsidy and at the same -time »

once-for-all since its given once.

In this study, the distinction of subsidy
programs is considered in the varionsdforms‘in«which
the subsidy is delivered, the target groups and the
effectiveness of each form in reaching thevtargetted'
groups As an example, public'housing comhines‘
an 1nk1nd transfer to tenants of’ varlous income groups
when they ‘pay rents below that at the market.

This kind of subsidy form may be differentiatedﬂfromf
money transfered as. when money is\glyen from a welfare

fund to the needylo.

Interest rate subs1d1es are the most commonly
used form of- hou31ng sub51d1es in both developed
and developlng countrles The interest rate 1s the
most 1mportant factor in calculatlng the monthly
repayments-on'any long term loan An’ example of
' a monthly sub31dlsed program where a 20 year loan
of Kshs: l 000/ for various 1evels of the actual
cost of funds and the rate of 1nterest the mortgage"

loan bears,'ls shown in Table 2- l11



TABLE 2-1 MONTHLY SUBSIDY PER 1000 FROM LENDING
BELOW THE COST OF MONEY

Interest rate Actual cost of money
on mortgage ‘
A 6% 7% 87 9% 10%
3 1.62 2.21 2.82. | 3.45 | 4.10
4 1.10 - 1.69 2.30 2.94 | 3.59
5 ©0.56 | 1.15 | 1.76 | 2.40 | 3.05
6 “0.00 | 0.59° | 1.20 | 2.83 | 2.49
7 . 0.00 | 0.61 | 1.24 | 190
8 | | 1 0.00 | 0.63 | 1.29
9 | 0.00 | 0.65°
10 - 0.08

Source: The Publlc Flnance Sector (eXhlblt 3)

In the above, themassumption is a loan of

Kshs._l,OdO/; of 20 year maturity. An example from ;
| tabie; if theYbank_was 1ending,at'an interest ratetj’v
of 67>wﬁiie the mortgage to the'dWelling ﬁnit Bore -
an 1nterest rate of 37, the monthly subsidy would
1~000/-'

be 1.62 per KShs On the other hand, 1f

the lendlng was at 9/ interest rate ‘w1th the mortgage v

bearing an interest rate of SZ, the monthly sub51dy

would be 3.45 per Kshs. 1,000/-.




'{Therefore,fthevipterest«subsidy or.a loan makes-a
substaotialldifference to;what thé borrower reoays
back. In most/countries;.both,deveioped'aod .
developing interest subsidies on loans for house
eonstruction,or purchase are common. The amount

of subsidy in'each program depends on how low the

interest rate is compared to the prevailing market rate.‘d;

In the hoosiog context, sobsidies may'be direct;
or .indirect. Direct housing subsidies include:
basing the purchase price or rent on actual construction
costs;'redoced interest on longuterm financing;add_
waiving'charges for administrative\and design work
as would be the case of technicai assistanoe and
maintenancelz.r In caseS'where land cost or value is
based on the purchase price of land in the open
bmarket thlS does not constltute a subsidy. Normally,”
land value is based on, unlmproved site value of land ”

However, in sub31dy programs land may. be granted free

or at a cost or value below that at.the market.

Indlrect sub51d1es are not spec1f1c to a.
particular house or hou51ng scheme. Typlcally, these
are tax deductlble interest payments on morgage
loans, property rates far below the tax propen31ty and

provisions of 1nfrastructural serv1ces,and community -
: facilities paid throogh deﬁelopment funds. This last

- example of indirect subsidies is often found in -

~




~countries.

S

cross-subsidization effected through the tax system,

When funds arehaveilable for hoosing programs.which

/

cannot be put up by the private sector, thlS also

constitutes an 1nd1rect subs:Ldy13

Sub51dy programs may further be class1f1ed
as specific and general Spec1flc sub31d1es are
based on the needs of the individual household whlch
is also controlled contlhuously during the perlod' :
of occupation.. These are mainly in the forms‘of
personal house allowance given to the head of the-

o~

household after the household 1ncome\\51ze and condltlon

of dwelllngils considered. This form of subSLdy.

is common in western Europe. General subsidies are
forms of subsidy granted without reference to the

recipients need. An example of this is the tax relief
. A .

on mortgage loans for owner occupation found in most -

R
-

In the analysis-of subsidies in this Chapter -
the above_oiasoificetioos have not been adopted as .
in most progrems it is not clear the basis of the
subsidy. Furthermore in other orograms, ﬁixtures
of both direct and indirect subsidies are found.
However, in those programs_ﬁhere the classification

is clear, (then) this is indicated.

[
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Subsidies'infdeveloped'countriesi-

o In the developed countrles subs1dy programs

"‘are malnly funded by the goverments or. states and

:by the local author1tles The subsrdy programs takei'
;:the form of lump sum premlums and grants, 1oans and‘

"~ loan guarantees, 1nd1v1dual sub81d1es, graded rents,f'
b‘tax rellef etc for alllncome groups.' Furthermore;

'sub51d1es ex1st for the homeless as w1ll be outllned:t_.if

lbelow.v In thlS and the next sectlon only a few h;

"selected countrles are examlned and even in these, only

"the pr1nc1pal forms of sub31dy are cons1dered
o , o \\\‘
In developed countrles, loans from the publlc*
sector are one of the most commonly used forms of
sub51dv The purpose of these loansvls to stlmulate‘
productlon and to lower the costs of 11v1ng forthose
' householdsrece1v1ng the loans. To stlmulate productlon
.funds are prov1ded where they are not avallable from‘
: the cap1ta1 market.’ In some countrles, state loans .
.are glven to secondary mortages and 1n others 1nv
: government guarantees for loans._ To lower the costs
‘of 11v1ng, government loans often carry an interest
‘sub51dyf,, : '
In western Europe, the share of hous1ng

productlon, alded by the state loans has been hlghest, -

~in Norway and Sweden;‘where 1t waslbetween 70-957 in




the late 70 S. In this form of sub51dy, 1oans for‘
,,purchase or production of houses are advanced to'
that part of the population w1111ng to buy or build ﬁii
' a‘houselé_v;:v | | |
' Such . subs1dy programs benefit only the: high
'and middle 1ncome groups who can afford to build

or buy houses ThlS 1eaves out the 1ow income groups

"because even 1n these advanced economies, the cost

of building or buying a house is Stlll high

d» Lump sum premiums and grants are another‘common‘
type of sub51dy in Europe These 1nvolve sums of |
money - given as a gift" when the occupants move into

a new house. ' "lump sum- grant" always-denotes'money
given as a 1umpfsum to compensate for a specifiedv
part of the investment neededf The purpose of this
amount of ‘money being to reduce the 1nvestment cost
to the occupants and to 1ower the cost of the house

i; In Belgium, the promotion of hou51ng for persons 3
w1th modest 1ncomes takes the form of capital grants o
.called premiums 30- 407 of re51dent1al construction ?
falls under this schemels; 'Ianelgium, modestvincomes
v.excludes'the 1ow_1ncome;groups’unlike iniNetherlandsf‘*
’where'the'grants‘are also,given;to'low income buyerst
of new dwellings. In 1979 the maximum lump sum

premium .to low income buyers was raised to 8,400 guilders,
(Ksh.75,600). 1 guilder_is)apprqxnmnely equal to Ksh.9_




‘g . .

.

’1n Netherlands, every year, the premlum dlmlnlshes by 500

gullders (Ksh.45 000). The premlum is granted for almost
17

"l7vyears ', Therefore thlS form of sub81dy is used

to encourage owner occupatlon and hou31ng productlon

fThls does not beneflt tenants

s . . . .

Ind1v1dual subs1d1es sometlmes referred to
personal a381stance are used to narrow the gap

between what the dwelllng costs and what the occupants

_ can afford calculated on the ba31s of the income’

and the size of the famlly Thls‘form of sub51dy
is- granted to a partlcular household and is usually -
pald on a monthly ba51s The need ‘for this subsidy

is evaluated on regular ‘annual 1ntervals " In Austrla,,

' France, Germany,lkmway and Flnland J1nd1v1dual sub31d1es

are glven ‘to both renters- and owner occuplers SO

as to reduce the housing costs.“vHOWever, in Denmark

_Netherlands, the Unlted States and Unlted Klngdom ;ff

it is- only glven to the renters17

The advantages of thlS type of subs1dy 1s

'that 1t makes it p0351ble to channel publlc support"

dlrectly to those in most need of it. When 1nd1v1duala

sub31d1es reduce hou31ng COStS,,lt makes 1t pos51ble .

for famllles with chlldren to move to larger and
moresultable dwelllngs.v This form of sub51dy results

in more effectlve use of the hous1ng stock 'When

'famllles w1th chlldren move to large unlts, wh1ch ‘
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';arevmore approprlate 1n.s1ze,'small units Afe3
vacated for 51ngle persons and other small households.
In France, they are now trylng to convert part of |
soc1al.hou51ng 1nto small apartments for young
couples ‘who are not prepared to live w1th thelr parents
but would like to remain in the same nelghbourhood or
'-the young people who are attracted by the urban centre
of manteslSQ | | | |
- The main dlsadvantage of these. 1nd1v1dua1
subsidies 1s the heavy admlnlstratlon burdens ‘;The:;
'ﬁpayment of 1nd1v1dual sub51d1es usually results 1n
an. 1ncrease ‘in demand for better and larger un1ts
resultlng in an 1ncrease in rents. 'The'pressure-v'

'on the rent 1eve1 is cruc1a11y affected by the proportlon‘

of the total populatlon covered by the 1nd1v1dual
'fsub51dy If a large number of 1ndLV1duals are lDVOlVQd

thls results 1n a remarkable 1ncrease 1n rents due SRR

, to the hlgh demand as opposed to where only small

numbers were 1nvolved Therefore, if a government .

’or any other sub51d1s1ng authorlty chooses to uset‘d

'thls form of sub51dy, 1t must evaluate 1t vis- a—v15

V_the 1ncreases in rents whlch are 11ke1y to result.vlm

vThe effectlveness of 1nd1v1dua1 subsidies’ therefore, f»l' !
'fjdepends on the other components of the hou51ng pollcy -

of a partlcular country
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;Another form of{indlvidualvsubsidy:may;result‘ﬁy:lu
when/the:rent'paid forva dwellingVis adjusted:to
ﬁ,majorfchanges}in thehoccupants incomes or family/
size. The graded rents form of sub51dy is approprlate
for all income groups since the ablllty of people
to pay is. taken into account in arr1v1ng at the varlous"
rents. In Ireland those w1th low 1ncomes hav1ng '
large famllles and 11v1ng in low standard houses |
pay nomlnal rents whlch they can 'afford whlle 1np>;°
:Belglum large famllles pay lower rents than small
famllles ) If the income of a tenant exceeds the’flﬂ
1egal 11m1t in Belglum, a rent supplement of 10 607
must be pald by the tenant. However, large famllles

b

can apply for a reductlon of the rent which amountSv,;
| . 19

to'20-SOZ accordingito the number of,children‘

- If the above form of sub31dy was . adopted in f;”i
developlng countrles, it would go a long way 1n g"‘»
beneflttlng the low iricome groups ' The low 1ncome
groups 1n most developlng countrles have very 1low ,f
1ncomes and on average have largerfamllles than the
mlddle and hlgh 1ncome households./ ThlS form of -
sub51dy is' easy to. admlnlster except in cases wherehg_d
a household has extended famllles who do not 11ve |

permanentlybln,the‘dwelllng,un;t.




:Thersubsidiesvinfexistence in tax‘relief,are
used to.Stimulate’saving forfhonSe'purchasevor’to_ R
_,reduce llVlng costs, by deductlng interest payments-
on taxable income. ThlS form of 1nd1rect sub51d1esi
fflncreases owner occupler hou31ng In Canada and
" the Federal;Republlc of‘Germany,'lt 1s_used to
stimulate savings for house purchase by deducting7.
savings upto a certaln llmlt from the taxable 1ncome :;~
while in the Unlted Klngdom llmlts are set on tax. |
relief on 1nterestkpa1d on mortgage loans. -The tax .
rellef was ellmlnated in 1974 for most other types
of personal loans, except for the purchase orﬂ |
1mprovement ‘of property In the Federal Republlc
of Germany for the perlod of 8 years following
construct;onuof_acqu;31t10n of,a one family house,
a person may'deduct ffbm each'year'of the taxahle
1ncome 57 or the’ deprec1able part of constructlon
por acqu1s1t10nvcosts. Th1s applles to both new. and
vsecond hand dwelllngs.‘ However when one changes"
fdwelllngs, he can transfer the tax re11ef for. the";
‘vremalnlng years “to’ the new dwelllng ' A 31ngle person A
V1s entltled to ‘this tax rellef only once in thelr
11fe.f Henee in this context it is a}once-for allﬂ‘
vsubsidyterarried couples are entitled to tax reiieffkgu

rtwicezq.




. Tax rellef beneflts “the. mlddle»and hlgh 1ncome
groups If the tax deductlblllty of 1nterest payments
'freduces the taxable 1ncome, the progres51ve income
d.tax scale makes the rellef dlrectly propoltlonate
to the persons 1ncome The hlgher the income" therefore‘
the hlgher the net 1nterest pald on the loan ] Those'
-who pay the hlghest rates of tax and buy the most
expens1ve houses beneflt more than the lower income -
'groups who pay lower tax rates and buy cheaper houses
- Due to these tax advantages, suppllers opt tO'bu11d.
‘the expen51ve houses as the demand is hlgher than
for cheaper houses.‘ "In effect thls form of sub31dy
rncreases the hous1ngdstock for high income group3j"'"'
only. If this form ofvsubSidy is:to be effective in
1ncrea51ng housing for all income’ groups, it should
vbe given w1th restrlctlons as. to the size of the i
: dwelllng.and settlng a celllng of the'amountoof thed7“

deductlon allowed etc as is done 1n Austrla France :

v:and Ireland

In most developed countrles, the sub51dy amounts;
'1nvolved in the tax relief are greater than in: 1nterest‘p¥
sub51d1es'contarned_1n government housing loans or !
'fin'individual'subsidies. Those ‘who beneflt from j
Mtax rellef in. 1ts varlous forms are: almost exclu31vely
'owner occuplers, Who are usually in the hlgh or mlddle }

1ncome groups. Therefore, 1tss overalleffect is
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to intensify 1nequa11ty in houSLng standards where

owner occupler hou51ng for the hlgh ‘and mlddle 1ncome

ggroups is of hlgh standards as compared to those-l

of low income groups.~”

The developed countrles programs for shelter

for the homeless 1nvolve prOJects such as constructlon

of flats or hou31ng un1ts in which the homeless are

' housed or prov151on of small flats for the young

as in France In Vancouver Brltlsh Columbla a;
5 storey bu1ld1ng was put up to house world war II
veterans Fundlng for this progect came from Canada
Mortgage and Hou51ng Corporatlon veterans affalrs

Canada and the Clty"of Vancouver whlch prov;ded a

write-down on the land lease to 757 of market»value"

thereby retainingvpublic,ownership and protectingi

against land speculation.v In thls case, the sub51dy

was on- the land wr1te down and loans or funds for‘m”
the program glven Whlch were not to be repald by
the veterans,' The sub31d1es for the homeless 1n

Toronto, Ontarlo was mnthe mortgage 1nterests of

27 with 35 years of amortlzatlon. “This progect wasif7
for low income s1ngles in the early 80 s' who were ' -

‘housed 1n;a.roomlng ‘house settlng,wlth apartment521. -

Fd
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| " The above'forms of subsidising'the‘homeless
reach-the.specific target groups;: Although suchv'
*programs are relatlvely successful they Only benefit.
a small percentage of the needy They are spec1f1cv
direct sub51d1es meant to.benefltva'certaln group

~of the populations.‘f

| In the - Unlted States, preserv1ng and expandlngb
the supply of rental ‘housing for ‘lower income households
‘and others is a major concern of most local authorltles
To address thlS concern more and more United States
.communltles have been using publlc subsidies to stlmulateo
rehabllltatlon (restoratlon) of prlvately owned rental
housing. Such programs are a useful compllment to
‘rent sub31d1es for lower households in areas where
vthe supply of standard rental hous1ng is 1nadequate, i o
~ and to help stablllze or rev1tallze nelghbourhoods ;
'wheretprivate1investnent»infhousing hashbeenfweakgzr

In rehabllltatlon, subs1d1es are based on the o

costs of operatlng and paylng debt serv1ce on the
'property 1nclud1ng debt serv1ce for the rehabllltatlon

_loan. Therefore, ‘the rent subs1dy includes a grant

to the owner pald 1n 1nstalments to repay funds borrowed -

for-the rehabllltatlon. In thlS case, the entlre/

rehabllltatlon cost is pald with publlc funds and

therefore constltutes a dlrect sub51dy The rehabllltatlon"




‘sub51dy can thus be regarded as: that portlon of the
: total rent sub51dy whlch is relmbursed to owners.f

for costs over and above falr market rents.

. There are . various forms of subs1d1es operatlonal
1n rehabllltatlon programs In Los- Angeles,. |
i 1nnovat1ve snb51dy approaches exlst ~Funds whicht‘hhu'l

are ‘got- from the local 1enders are glven to propertyv ‘
owners part1c1pat1ng in the rehabllltatlon programs.

At the same tlme, the c1ty agency dep031ts a sum of
"_money w1th the lender such that the owner pays‘an“
interest rate on the loan beIOWathe market ratéfflThec”
'lender invests the'city funds and\ﬁsespthe return

to make up the difference between_what the borrower

is paying and the aCtnal intereSt rate. As thevbOrrower'
repays . the loan the lender repays ‘the city dep081ts._, |
No 1nterest is earned by . the clty but the funds can;'

. bevrefused._ Indlrect sub51d1es can also be glven
'inraddltion to recelvlng dlrect publlc contrlbutlonsf
-towards the rehabilitation'cost Property owners

may beneflt f1nanc1a11y in other ways from part1c1pat1ng_
in a publlc rehabllltatlon program. These 1nclude,i“
:lower 1nterest rates on the privately flnanced portion
of the rehabllltatlon, be1ng granted local tax rebates
or exemptlons and belng glven an opportunlty to raise .
rents, where rents are publlcly regulated and

-

vsubsequently rece1v1ng rent a531stance for some or all
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of’the tenants,of the_rehabilitated'unitszs{
The.indirect Subsidiesvare’intended to prOVide
an incentiyehto‘the owner to‘undertake these kinds,ofb
rehabilitatfon:' A subsidy given to'the owner ‘is-
1ntended to ‘induce property 1mprovement and'to~someh
extent 1nfluence the- character or quallty of these.'
1mprovements.'and or to dlrect the'beneflts of the
1mprovements or a portlon to some group (usually
_to lower income groups; ‘ The f1nanc1a1 1ncent1ve
prov1ded due to a glven amount and form of sub51dy,‘
must be suff1c1ent to induce owner part1c1pat10n
as needed by the private lenders. Furthermore, the
repayable subsidies eventually generate a continuous
flow of fundslthat can be used:for future rehabilitation

projects or other public purposes.

~In the United Kingdom, the approach is to.

sub51dlse houses rather ‘than people with households'
beneflttlng to the extent that they live in partlcular
‘houses elther in the publlc sector or in the prlvate
sector. The Justlflcatlon of sub51d1es in Unlted |
Klngdom is that ‘subsidies to hou31ng can dlvert morev
of the nation's capmtal'accumulatlon into dwelllngs
rather than assets and they can.also create 1nequ1ty
among households in what they must pay for. a maJor '
element of thelr expendltures. Slnce hous1ng of E
decent Quallty is expen81ve and cannot therefore SN
be afforded by all income groups, sub31d1es are needed

to expand the hou81ng supply, and reduce the hou51ng
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~"of;the‘tenantsiof‘the‘rehabilitated»unitSQB.

The 1nd1rect subs1d1es are intended. to prov1de
an 1ncent1ve to the ‘owner “to undertake these klnds of
'rehabllltatlon.‘ A subsidy glven to the owner.ls’ 7
'jlntended to 1nduce property 1mprovement and to some
extent 1nfluence the character or quallty of these'
1mprovements.-and or to dlrect the benefits of the':'
'1mprovements or a portlon to some- group (usually
to lower 1ncome groups) The flnanc1a1 1ncent1ve
prov1ded due to a given amount and form of subs1dy;
~must'be sufficient to induce- owner part1c1pat10n B
as needed by'the private lenders. \?urthernore, the f

repayable sub51d1es eventually generate a contlnuous

flow of funds that '‘can be used for future rehabllltatlonj o

‘prOJects or other public purposes.

- In the United Kingdom,vthe'approach is to
subsidise‘houses.rather.than,people with households'
’,beneflttlng to the extent that they 11ve in: partlcularvﬁ
houses" elther in the publlc sector or in the prlvate
sector.~ The Justlflcatlon of subsidies in Unlted 5
Klngdom is that sub81d1es to hous1ng can dlvert more'7
of the~natlon s capltalvaccumulatlon 1nto dwelllngs .
rather than assets and they can also create 1nequ1ty o
among households in what they must. pay for a maJor o
~e1ement of their expendltures. Slnce hous1ng of
,decent quallty is expens1ve and cannot therefore

be afforded by all 1ncome groups, sub51d1es are needed

. to expand the hou51ng supply, and reduce the hous1ng




' heCauselofthenhigher house'priceslinduced‘byvthe
asubsidyvto therownerroccupler. The owner occupiert :
uhsidy‘increaSes with the household's incomefi.As;l

an example, owner occuplers 1n the top 107 of the _n'“'
1ncomechstr1butlon receive almost double the average

gsubs1dy as compared to the owner occuplers w1th lower

1ncomes in the hlgh 1ncome“category; Therefore,'

~ owner occupler subs1dy is a spec1f1c sub51dy 1nversely

related to the need of householdsr

Subsidles.also exist ln council housingluherea
tenants pay'rentspbelowvmarket-rents;',The,local
’authorities choose the tenants tofhe\housed‘ln councild'
houses as well as sets the rentrl The value of the
subsidy is in thlS case sa1d to be the dlfference
between the rent and the replacement cost. By 1983
the ‘average local authorlty tenant no longer recelvedfT‘
any -subsidy. This has resulted due to the rise in
;.thelcouncil’rents. The . rents for slmllar dwelllngs
7of 1ocal'authority hou51ng vary a great deal where
some receive sub51d1es from the same type of dwelllng_
whlle others do not. The allocatlon and pr1c1ng |
procedures of 1ocal authorlty hou51ng do not operate‘l
in. a way whlch generally dlrects hlgher sub31d1es‘
tO‘needler householdsg On average, it was found-'

out that households in higher income groups in local
authorlty hou31ng received more sub51dy amounts than

those of low 1ncomes27 '
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From the above,'it‘ie,clear:that thevaverage_'
owner.oceupier is more euhsidisedlthan.the.tenant in
council houeing Furthermore, the subs1dy amounts
vary w1th the tenure chosen.] For example, owner
occuplers recelve more subsrdles than tenants, and .

retlred ‘individuals or old couples recelve more

N

subsidies thanlcouncil'tenants. -Although average

tsub51d1es are now lower for both owner occuplers

o and tenants in counc11 hou51ng, the varlatlon in-

the cost.ofghou51ng of a 51m;lar size and quallty
among'households still'remains; ;InlBritain,vthere
is a move towards removal ofvsubsldiesvtovcounéil/
tenants SOTthat they nay fulllmarket\rents.Y“Removal
of owner occuoier subsidies involved taxing‘their ."
net imputed rent,(that is; impnted rent net. of
maintenance'costS) at the appropriate'income tax rate
‘and their cap1ta1 galns at the capltal galns ‘tax rate,h
and only allow1ng mortgage interest tax relief in
full ThlS does not entail abolltlon of mortgage
interest relief. If taxed in this- way, owner occuplers
-cost of houSLng is equal to the minimum rent a 1andlordh
can charge.. The abolltlon of the mortage tax rellef
however does 11ttle to rednce the varlatlons in the
cost of houSLng among‘householdsvandvstlll favours
the wealthier houaeholds;~ It follows that afterlthe'_f

reform of the subsidy to owner occupiers and council

‘tenants in Britain, the average tenants in council



hou51ng recelves no sub51dy whlle the amount of sub51dy

"to the owner occupler is lower than before.

‘The subsidyvforms foundvin thedsocialisty
countries haye remarkable differences to those found
in'capitalist’countries.r In soc1allst countrles‘
'regardless of the sub51dy forms used _the state retalnsyd
the control over levels of rent and other charges
through the system of general sub31d1es accorded to -
selected groups or 1nd1v1dua1 sub31d1es or grants
This is an- essentlal condltlon for 1mp1ementat10n

of the soc1a1 obJectlves of soc1allst hou51ng in a s

N

flnanc1ng system whlch uses the resources of" the
populatlon,ltself.f Three types of ownershlp is in ;

' existence;' These ‘are state ownershlp,Aco-operatlve
ownershipvand individual_ownership;v The co-operatiyevv
type of housing receiyes more subSidies than |
"individual'ownership" housing} 'Thedpopulationvof

non- agr1cultura1 areas beneflt more from sub31d1es_

for constructlon than that of agrlcultural -areas.

Among the'sub51dy forms'generally granted are-nonf'
repayable‘grants»and}subsidies, the‘reductions in"h'?;s”
the prlce of hou31ng to a level below bu11d1ng COStS'Vf.
subsidised loans and reductlons of 1nterest rates.31y~'t
In some instances land is prov1ded free of,charge

Or on low-cost leases and individual construction




carriedvout'byfthe’state in,accordance’with the

principle of socialized investment or'subsidy programs28

" In Czechoslovakia and Poland the principal

forms of subsidies are through co-operatives.  The

| state advances grants which are repayable The subsidy'

through co- operatlves has - the advantages of beingh

a more economlc solutlon than house bulldlng for state-

sub31dlzed rental hou51ng It offerseamore.careful'
use of res1dent1a1 bulldlngs and maintenance since
1nd1v1dua1 constructlon flnanced by personal resources

of the populatlon plays a supplementary role.

'In.Romania,,the‘terms for~granting the loans-
for individual construction involves minimum down-
payment loan repayment period and interest'rates’being
based on the totalhincomevof the family'oonoerned' |
(calculatedsper person) The amount of the 1oan B
depends on the 51ze of the dwe111ng (credlt for a
one-family house.exceedlng a certain 31ze_1s subject
to'a'siiding scale)"Whilefin Poland, Jalthough the
subs1dy is de11vered though co- operatives, ‘it dlffers‘
from Romanla in that the funds used to subs1dlse the
co- operatlves come from work establlshments, ofrlces o
and 1nst1tutlons. These are funds whlch are'
aCcmnulated after 17 deductlons from wages of those‘i

work;ng in the above. ‘Thls money-ls given to
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individuals or co-operatives for downpayment,7cost;‘
 repairs and other expenditure connected with housing.
‘Furthermore, a new type of co-operative in Poland

made it possible to modify housingvstatus‘and to

obtain ownership rights for members of co-operatives’

who~originally.opted for tenant status accorded on

more. adVantageous.financial terms ‘This makes it'

p0351b1e in Poland to g1ve sub51d1es to the low 1ncome

groups or to those in temporary dlfflcultleszg.

In the:highly‘industrialized countries where l}:
the demandvfor labour isrrelatiVely‘high and iSfin
short supply,.subsidles are used fnfhousing tobpreventtv
excessive staff changes in certain branches of the
industries. Thisvis evident.from the subsidy in ‘.
Czechoslovakia where subsidies are granted accordingh'
to onels length of service. The~subs1dy'is increased~
progressiVelyiin'proportion‘tO»years of servioef |

or certain conditions of service. 1In the event of -

a transfer to. another place of work, AOne.loses the - =
sub51dy unless one is. belng transferred by hlS

employer3°.. T S M T MRS S SRR

Therefore, in soc1allst countries - hou31ng sub31d1es
are delivered malnly through co- operatlves and the
state rental unlts.‘ In Yugoslav1a, soc1allsed

constructlon is sub81dlsed by funds from Work establlshments.f




Part of these loansﬁbeingvused_tovpurchase dwellings'“

-

which ‘are rented by the enterprise at low rentS'or'
cold back to workers on the basis of long term loans~

of 20 years at 27’ interest ratesBl.

Bank loans is
another source ofesub51d1es‘for houserbuilding. These

loans finance}some 40-502 of house building‘costs‘”

“(in Poland the repayment period is between 15 and

20 years and the 1nterest rate is flxed at ‘between'

2 and 4. U5 TR

In‘the capitalist countries, in most cases
sub31d1es are not delivered through co- operatives

The extent of the subs1dy in most capltallstcountries

\ paid by the investor is larger than that'pald by the

investors in socialists countries, which subSequently

.leads to a reduction in the price paid by the user . _

" of the dwelling

The distribution of sub31d1es ‘in capltalist

v'countries except in the sub51dised programs for the S

homeless; favours the‘high and m1ddle~income groups

as is evident from tax relief council hous1ng,state{7

,loans and lump -sum grants. Most of the sub31dy forms

outlined above encourage owner.occupationwand not

renters. 'However, in most of the countries those

~ who can afford to be owners are usually the wealthy

From this.study of hou51ng subsidies in developed

-
. -




_countries, itsis self,evident,that'the.low income
groups who are in most need of sub81dlzat10n do not
- greatly beneflt from most of the ex1st1ng subs1dy

programs. Where they do, only a small group beneflt

Thefjustification'of'housing subsidies ih,the

- . . -

'first'instancesvcomes from the inequality of }ncomeﬂf
and-this'entails subsidies‘to be;focusedbon 'low*incomed
households. VTherefore;finstead of most sUbsidisedhrv |
b»programs benefittihg those witiradequate incomes'which
can be used to purchase, bulld or rent houses,-they :
‘should be directed to the low 1ncome groups, who o

x\\

needithe sub51d1es. " .f'_“ | s

John Ersmich32iin.anaiysis:of'subsidies in the
United Kiﬁgdom‘argueS'that housing'subsidieS'should .
'not'be.provrded‘to all households, but’limited torthe ,1
"neediest" households; ‘The - author of thlS study wholly
Vsupports thls argument since the wealthy households
. can afford decent hou51ng w1thout belng sub51d1sed
Why glve subs1d1es to those who could do w1thout
them, is a questlon that should be carefully con51dered
in the plannlng and the dellverlng of hou81ng sub51d1esA
in whatever form that.: may be -found most approprlate'

'by the subs1dlzlng authorlty after con51derat10n of

the c1rcumstances of those belng sub81dlsed
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Subsidies in developing countries

The populatlon growth in developrng countr1es‘
tand the 1ncrea51ng concentration in urban areas has»;
| put enormous pressure on governments uamoblllze
»resources'to meet the basic needs of their people.
:Thls is necessary 1n view of the magnltude ’of the
hous1ng’problems as 111ustrated by the huge hou51ng
”d&flCltS | F1nanc1ng arrangements to close the gap
- between the demand and supply have become one of the
.most cr1t1ca1 issues of the hous1ng sector for most B
developlng-countrles.v Sub51d1es 1n developlng countrles
7are either funded by the government8for the governments
- in conJundnon w1th funds. from 1nternat10nal aid
agenc1es such as the World Bank, United States Agency
for InternatlonalDevelopment and others. - The latter
are programs meant for the m1dd1e and low 1ncome groups._
They normally take the form of tenant purchase, site
andtserv1ce and“squatter upgradlng schemes."Inbthese.~‘
.schemes, the subsidy‘element‘iskfound in:soft terms, -
~on materlals loans (low 1nterest rates, 1ong repayment
:perlOdS, grace ‘periods and others), land cost-wrltev°
downs - (freecm'greatly sub51dlsed), techn1ca1 a351stance—‘y
‘and revolving or welfare funds. These prOJectsvare.
._integrated into urban projects and appear to have
marked advantages over those prov1ded under conventlonal

1

»approaches.




In analy81ng the various forms of subSidies
~in developing countries, various countries are (
considered to show a few examples of the various’ ,v} g
subs1dy forms in eXistence in developing countries. The
- subsidies funded by the various governments are analysed
'first'before analysing those sub51d1eS'found in aid
'_SUpported projeets from developed eountries and

international aid agencies.

~ All employees in Lusaka's central government,

- local authorities,, parastatéhéand private firms whose

‘houses are registered are entitled to subsidies through

S
~.

"home-ownership”rallowance.“ This ishgiven monthly

~and is based on thevcostvof one's house subject to a -
prefdeterminEd maximum. - lhe higher‘the cost‘ofdthe~
honse,_the higher the monthlf allowance. vThisvallowance
is anleqUivalent to owner occupier allowance gi#enjbyfr‘
nariousiemployers in:KenYa to their employees whor;%
own and occupy their houses It is a direet*form,ﬂv

of subs1dy since it is based on the cost of the house.f

Furthermore, home-ownerS‘benefit from tax deduct10ns{

_on interest due on their mortgage 1oans.b For recipients

who earned between 400 and 500 Kwacha per month in

the late 70 s, the average allowance amounted. to

33

’approx1mately ZSZ of their monthly income ThlS

kind of sub31dy only benefits the high and middle income

groqps since few.low income people in Lusaka can afford :
to own a house. Itsdeffeetsvare‘the same as

‘those of tax relief in that it encourages owner
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occupatlon and only beneflts the wealthy Furthermore,

the hlgherthecost of the house the larger the sub81dy

In Tunisia, four basic types of subsidy programS/
, are)foundﬁunderlthe government‘programs. pThese;are.‘
constructionmsubsidies, thevinterest rate subsidies

to a varlety of public and prlvate 1nst1tut10ns, the
government guarantee of hou81ng loans from Soc Tun151ene
- de Banque (STB) and lastly tax beneflts for prlvate
limited d1v1dend homelnulders who ‘build units for low
-income households ' Constructlon sub51d1es are product-'
orlented direct subsuhes calculated .on per unlt basis.
This kind of.subs1dyyls given annually for 20 years

to those wh04build houses. To quallfy for the payments,
individuals must build w1thout recourse to other forms
of government assistance.  The r1g1d1ty of the amount .
Vlimits the income redistributlon'lmpact 51nce it cannot

be adJusted or pald out ‘in a way so as to favour. the
_lowest vlncome groups over those hlgher up the scale34
Furthermore, low income groups can only build houses -
when they have other sources of funds or loans. Prlvate
flnanclal 1nst1tutlons are normally unwilling to glve ’
low income- groups loans since in most cases they do
,not even quallfy Hence 1f the Tunisian government
glves constructlon sub31d1es to those who: bUllt w1thout

government funds, then the sub51dy only beneflts the '

hlgh_and.mlddle 1ncome-groups.f




’Thevother subsidy programs in Tunisia_do:notbb y
adequately‘dealcwith the-problemfofIinsufficiency.‘ o
of incomes of‘households. This is because the
_ :interestgsubSidies are‘gfven to private'institutions.
‘Aand indiniduals to encourage.privatebsector‘ | |
'1nvolvement 1n hou31ng The 1nterest rate is on
three year constructlon loans. The units bullt by
.the prlvate 1nst1tut10ns and 1nd1v1duals are let and

el

sold at high prlces in the_market.vahls excludes‘
:the low income groups{ Furthermore, the housing loan’
guarantees makes flnanc1ng avallable by the government
~to those m1ddle income groups who cannot obtaln such

flnanc1ng from the private sector.;f

In Brale. the National Housing Bank (BNH)’acts
.as a second llnk between natlonal and state development
banks, sav1ngs and loan 1nst1tutlons and real estatei' )
credit co- operatlons. The pr1nc1pal source of BNH' sf
,..capltal 1s workers unemployment 1ndemn1ty fund set
up’ 1n‘l966 'BNH pays 37 for the use of funds from
central bank When - BNH glves loans, it charges fromk |
l-107 lnterest rates dependlng on the ability of
the borrower to pay and on BNH's evaluatlon of the
'approprlate prlorltles under natlonal hous1ng plan.

With theiﬂex1b111ty and dlscretlon accorded to BNH,

it is therefore’dlfflcultitO“calculate the SPElelcl

. : . » ,._.-,",,._.




.level of subsidies and cross-subsidies inherent in.

the banks lending activities3>.

Houever, the'louicost to~BNHdof a iegally;
mandated continuous flow of funds forv.lending,in

the hou81ng sector, clearly represents a transfer of
resources at less than the1r full economic cost and’
1nd1cates that sub31dlzat10n and cross- sub51dlzat10n
of hou51ng flnance 1s 1mp11c1t throughout all the
‘programs by BNH For the low income families whlch
benefit from the BNH'funds through organisations,-such:
as the institutions.for'orientation of-co?operatiVes
,(InOCOOPS) the’subsidy ishan’interestsubsidy, Theselv

interest rates charged on mortgages for low and middle

_income groups are below market rates. -Thus they are -

indirectvconsumption subsidies'applied onlan ad valorem
ba31s as a percentage of market 1nterest rates36

: : . /s et
From the above Bra2111an subs1d1es, it is ev1dent

that they beneflt the low and mlddle income groups

when dellvered through the cooperatlves and other"

qua31-pub11c»1nst1tutlons. The 1nterest rate BNH charges;

for its. funds depends on the borrowers ‘ability to pay
Therefore, the lower income groups pay lower 1nterest

rates than the mlddle 1ncome groups.

i
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Singapore pursuesia'varietybofﬂsubsidy elements;
in pursuit of a comprehensive nationwide housing program.

Subsidies in support of the‘Housinngevelopment Bank .

- (HDB) efforts take the form,of'land-cost write downs,

loans at below market 1nterest rates for capltallzatlon
of HDB expendltures, government allocatlons to cover

deficits in the annual HDB operatlng budget and the ,d;

use of.worker retlrement_funds to individuals for_the.d

authorization of ioanS'to purchase'HDB‘flatssj.

HDB sells and rents flats at fixed sub-economic

levels. Due to this;‘the annual expenditure of.the

~ board exceeds annual revenue.. The resulting deficits

are.made up by the government through a subsidy provided
in‘the,republic% annualvbudgethestimates} All applicants

whofare allocated flats are entitled to a subsidy ranging

' from’in exeeSS of 607 of the rent charged for a one-

room, to approx1mately 207 of the rental charged for

- a three roomed flat HDB in 1974 ralsed the selling

prlce of flats to 1ncrease the share of the real cost

of'publlc hou51ngfpa1d by occupants as a way‘to regulate‘ -

,the rate of demand via. the price'mechanism as well

-as to reduce the magnltude of the sub31dy | Individual

income levels of households have risen, thus ‘allowing

1nd1v1duals ‘to allocate more amounts of money to

housing38.




'Therefore;'although there‘is armove’to reduce-'
sub51d1es in Slngapore, the rents of HDB flats were
not increased whlch meant that the low income could
at least benefit from this.  In any case thelr_lncome,v
levels have increasedf4 | o | |

-

Sub31dlslng hou31ng may be aimed at- encouraglng
sav1ng for hou51ng in general or for spec1f1cally |

vass13t1ng the first purchase of a dwelllng. ST
In Korea, the government.uses tax exemptlons

on debentures 1ssued by the Korean Hou51ng Bank (KNB)..
and,saV1ngs accounts. . In 1974 the -various types of
"debentures carrled an effectlve 1nterest rate of from
16.87-18. 8Z._ The bonds carry the governments guarantee
and are exempted from tax. ThlS tax exemptlon may |
be cla351f1ed as a direct productlon sub51dy Wthh
stimulates the productlon of 1ow cost units.: The
compulsory punﬂwwe of natlonal hou51ng bonds requlred
w1thrapp11cat10n for a w1de varlety of permlts and
fllcences, is in effect a tax sub51dy The bonds whlch

carry a government guarantee have 5 year term and carry

a 67 1nterest Whlch is compounded annually. The-average

'annual rate 1s 6 75%.v Purchase is requlred when'applying7

for building permits, registering real estate, telephone
installation and a wide range of business 1icences.

Buyers of mlddle income hous1ng are requlred to buy
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The Korean subsidy programsdappear to be heavrly
blasmitoward publlc sector hou31ng flnance They
do not prov1de any a551stance to private sector efforts
In addition, these programS’favour the high and_mlddle

income groups.

Inlegerla, sub51d1es are dellvered in the
government land- serv1c1ng program for urban hou51ng
development; Thevlandvserv1c1ng program generally
involvesipublicvffnancial»commitment;»land acquisition,v
planning andddesign of the projects’asvwell‘as the
provision of essentlal 1nfrastructure before the(serviced)
plots are allocated on a leasehold baSlS. This land
servicing program offers a public subsidy to people
who wish. to build their ownvhousing. The‘extent to-
which an applieant for a residentia1‘Site'in‘the projects
" actually recelves the subs1dy depends on whether he
can qualify for plot allocatlon, and if he does,-thev
:costsflnvolved»ln'gettlng a plot. - As a'result this
amount of the sub51dy recelved through the government
program varies not only from one person ‘to another E
but also among varlous 'socio- economlc groups who form
thertarget,populatlon.v In dlsp051ng off the plots
the planning agenCy'invites-applications from the general
public. This means that the land servicing“program | |
has no clearly'defined targetfgroup even though the

t

e et et e e o
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government objectives indicate that housing programs‘~~
should be directed to low and middle income persons N
so as to counter the concentration- of wealth in a few.
handsao. | |
- From the two projects below it is,evident.that,
the lessees.receive~varying amonnts.of subsidy |
vdepending on the prOJect ‘As an example, in Diobu:
GRA I the lessee s received a sub51dy of N 12, 336
Y(US$21,584) while thosefin Diobu GRA II receive only

§¥21218.00 (US$3,881.50)tsince the land-servicing program

is conceived within'a general framework of housing
‘policy for the urban population as’a whole, there is
no explicit government policy defining the socio-
‘economic classes. However, the,allocation of plots
in the Eagle;Island‘project’iS"biasedvin favour;of7 |
the high income persdns, high cost‘developments and
‘some occupational groups. There is a poqitive _';'l/,
correlation between 1ncome and occupation and therefore,f
‘ the pattern of distribution in favour of high income
'groups means that most of the 1essees are people in -
high,wage occupations.‘ As an example, 297 of the lessees
.in Diobu GRA I'(extenSion)vare top military personnel,
217 medical practitioners ‘and another 217 civil.
commi351oners.‘ This is explained by the fact that
civil-servants of the,administrative class'advise on

-‘the'allocation‘ofﬁthe plots and all projects EXcept L

7/
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in Eagle Island were allocated tovbeneficiaries-‘
duringfthe military administration era.' Furthermore,-.
in thehEagle‘Island project; allocation was on the p
basis of economic ablllty to develop the 51te. Such

a basis favoured bu31ness people whose proposed

developments were ass1gned high capltal costsl“l

It is difficult'to assess thevsucoessrof the

abovefsubsidy programs.inhﬁigeria - This is because o

¢ :
there is no'definite-target group. However, it is

ev1dent that the sub51d1es in the land serv1c1ng
program in ngerla benefltted the mlddle and hlgh '
income groups. This is because ellglblllty for,plotv
allocation was positively related‘to'the income levels‘
(and;oceupation)’as,well as political power; ’Therefore,
there l5~a regressive distribution of the subsidies o
in the society. The sub31dy beneflts the would be

owner: occup:Lers and not renters.

" The subs1dy programs analysed so far 1n thlSv:
sectlon are’ those whlch are flnanced by the governments
of the various countrles w1thout external ald ~ What
follows below however is an analy31s of subsidy programs

funded w1th funds from 1nternatlonal aid agenc1es.. :

’: The squatter upgradlng prOJect for the low income

~groups in Helwan Egypt was jointly flnanced by the

——

Egvptlan government and the United’ States. This was

to upgrade a squatter settlement of about 340, 000

. W M . -

[
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inhabitants. The loan amounts given were based'on; d -
income, debt oarrying'capacity, oollateralpositions*
and guarantees of the target populatlon These loans_

were glven on condition that the. monthly repaymentsyr

vwere t0°be less-than 257 of the famlly income. The

-subsidy is obv1ous given the low 1nterest rates of

7 (compared to the market rate of 137) for 20 yearsyfi

w1th 27 payable for legal fees and 1mp1ementat10n costs

‘This schemedwasfsethupvwithva high degree of

'flex1b111ty vThe needs and'capabilities of the target -

group were met by adJustlng 1oan amounts to the~ actual

cost of house 1mprovements which were.estimated and

~controlled by the project engineer offering alternative

repayment plans, fixed annuity or graduated amortization -

and providing'additional 1oans‘if the initialacostS'
proved 1nsuff1c1ent for the completlon of the
1mprovement43.‘ This project was successful in that
it reached the\target'populatlon.A The adJustments dd

1n loan amounts meant that the benef1c1ar1es recelved

varylng amounts of the sub51dy accordlng to their

- needs. This was necessary because people from the

same group have differing basic needs which-haVettov

be met'differentiy.

42
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7 Another such program in'Egvpt is the.Ismailia“,
undertaken hy the Egyptian governmentvwith supportv
of the British'overseas development assistance.f
This is an example of a direct sub31d] in the form
of 1and cost wr1te down The selllng prlces foro‘
,serv1ced land were set at LE 2.25 per square metre

vwhen the market price was between LE “10: and LE 15
per square metre The purchaSe was flnanced by V
'the government at an interest rate of 5% per annum

"_at a tlme when the preValllng market rate was about
12/44 Such land price wrlte downs and 1nterest

vt‘rate sub31d1es are common in site and serv1ce
programs in developlng countries. This nrOJect

" reached the target group due to proper admlnlstrat10n>7’

of this subs1dlsed prOJect

Housing subsidv.programs are:not only limited_&f»t
lto urban areas., ‘In the rural hou51ng prOJects ;
51n Tamllnadu, Indla, subsrdles ex1st where thei’;4_:jog

Ltgovernmentvprov1ded free 1and A cooperatlve was .
'set up by the government so as to moblllze funds'
-for the rural settlement development program followrng

’-.the pattern of successful cooperatives in other{j."h
f1e1ds.. The target groups were the economlcally
oweaker section of the population w1th a monthly

: 1ncome of less than RS 350 (approx1mate1y 307 of

~the rural populatlon). Interest rates charged-wereQSZ‘
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’over a perlod of 10 20 years dependlng on the age

of the borrowerl‘5

The state contribution of Rs 1000 was‘giVen~‘
tohcertain groups as avgrant while to-others asz"‘
interest free loans " The collateral was the plot
tltle deed and an encumberance certlflcate
comparable to a mortgage The allottees became_
'membersof the cooperatlve by paylng Rs lO and couldv
: apply for loans when they recelved the tltle for
a plot Appllcatlon for loan was forwarded to
'the Apex Cooperatlve which appnmmd the loan andp 4'

released the'funds to thellocal”cooperatives _The

~

borrower was requlred to purchase shares in the

cooperatlve representlng a value of 5% of the loan :

amount whlch wasvdeducted from the flrstldlsbursement'

(this was almost a downpayment) Therefore, the?i
bterms of the loan were extremely soft and contarned
“_a con31derable magnltude of 1nterest sub51dy -
| lFlex1b111ty of the repayment schedule permltted
several optlons, semi- annual payment for farm o
dlabourers accordlng to the harvest season monthly
) payments for those employed and the use of plggy

banks" to collect contr:.but:.ons46

R




These sub51d1es result from non- conventlonal

flnanc1ng approaches that were adapted and have

to a largerextent benefitted the poor. ‘The main

contrlbutlon of the beneficiaries was the prov1s1on
of labour alone or the supply of any type of bulldlng,

'materlals whlch enable the famlly or fr1ends to-

-

help dependlng on their ab111t1e347. The success

of thlS prOJeCt 1n reachlng the low income groupsf

was due to non- convent10na1 flnanc1ng approaches -

of d1rect1ng funds through the apex cooperatlves

Conclusion = . S e

. Each of the subsidy-forms analysed in thisfdy

chapter can'bevexpressed*as'one'of two major forms;t

the flrst ‘as interest rate subsldles 1nvolv1ng
the 1end1ng of funds by a governmentally supported
un1t at 1ess than the market' 1nterest rate, the

second as the cap1ta1 subSLdy which 1s prov1ded

at less than the cost of falr market value :In'fﬁ
any one . country, varlous sub31d1es are to. be found

-Each form 1nvolves varylng ‘amounts - of money Cad

- .-

and. dlfferlng 1ncome groups. In each case, ‘the _’7'rf°

target group and e1eg1b111ty criteria vary. and

the amount of sub51dy1nvolved. .

e P A T T i - i
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The”forms of subsidies found in developedf
: countrles are more than" those in ex1stence in
developlngcmuntrles As an example, in the

‘rehabilitation'prograﬁs7in Canada, where the

house owners are subsidised so as to improve their_v'

"houSesvand the graded'rentsvsystem_where,different*;i
 subsidies arerreoeived,inlthe1forms ofklow’rents,fij
depending.on a particular.household,lare forms
whiohfarerare'in'deﬁeloping‘conntries;v,However;ld
similarities'eXlstdin:subsidy forms in dévelopédil
‘and developing conntries; For~example) inlhoth/
'cases'subsidies‘deliveredrthrough\tax‘relief

exemptions to encourage owner occupation are foundu

although the strategies for ach1ev1ng the obJectlves f

of such programs differ in each country and.

in each prOJect.

Generally, most of the sub51dy forms analysed
‘except 1n a few cases beneflt the. mlddle and hlgh |

income groups.,They are mostly dlrected to owner

,'occuplers than to tenants, except in the Slngapore R

" HDB flats and the-rent rehabllltatlon programs

in Canada. :

It 1s obv1ous from the analysis of sub81dy.h[ﬁ'»‘\

~forms in developed countrles that the sub51dy
‘ forms 1n soc1allst countrles dlffer from those

'of the capltallst countrles.r In the soc1allst-'

e g -
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countrles, the sub51dlsed programs are flnanced

'by funds from the people s own resources channelled

‘vmalnly through cooperatlves and as constructlon

subsidies. These have been benef1c1al to the. target
groups;; The sub31d1es dellvered through cooperatlves
as in Romanla, Bra21l¢and Tamil Nadu in India’ haven_

reached the targetted groups. They only,benefit"

~ the members of the'cooperatives; If this way of

channelllng funds for sub51dlsed programs is used

it seems that the majority of the people for whom- Sy

’the subsidies are 1ntended would benefit. Other/'

successful sub51dy dellvery forms 1s through
graded rents, individual sub31d1es and subs1dies
for the homeless; in developed countries. These )

reach the target,group which are mainly the low

~income.

)fﬂ The success of a subsldlsed program 1f
measured by how far 1treaches the targetted group

depends not only on-the form but also on 1ts

‘admlnlstratlon. In the above sub51dy forms for

low income groups the amount of subsidy is determlned*

s

‘on the ba51s of the households needs and ability

to,pay In ‘subsidies dellvered to members of a-

cooperatlve, it w111 be successful if the admlnlstratlon_
1s proper. In certain sub51dy forms, as in personal

-or indiyidual~sub31d1es, the admlnrstratlon‘burden

L




vlS heavy The subs1dy in this form if glven to

a 1arge number of people will result in a lot of
admlnlstratlon and an increase in demand for certaln
types ofvhou51ng. ThlS may lncrease rents or house

prices. .

The subsrdlsaiprograms for the low income -
groups in developed countrles, that is, in- programs o

for the homeless, personal or 1nd1v1dua1 sub81d1es."

and sub31d1es glven through graded rents only beneflt

-a small percentage of the low income groups These
‘programs do not 51gn1f1cantly increase the hou51ng
stock. If the subsidising authorlty s 1ntentlon

is to increase housing stock invany‘country, then-‘
it would be necessary to use- other forms of sub51d1es
such as; construction sub51d1es and 1ump sum grants |
glven to purchasers of houses to be let to. the .

1ow 1ncome groups and house bullders.-»
.Infdeveloping countries,-the more'successfulu
~subsidy forms with respeCt to reaching'the low

‘income groups: are those - supported by funds fromf

1nternat10na1.agenc1es.l These have taken ‘the - forms:;f

of squatter upgradlng and site and service schemes

‘as 111ustrated by the Egyptlan case study The‘

successof these programs can be attrlbuted to the(
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flexibility.accordeddto repayments of the loans.
This take51nto account the" family 01rcumstances
in each-case and worksout the amount that

'that particular household should reasonably pay

without too much,stress.g

For subsidised prdjects to be successful
in both developed and developing countries, 1t 1s,

of paramount importance in prOJect planning to"
¢

‘define clearly the target group and howgthe»prOJect‘

is to be administered ’ This is hecause, it is'“
‘by how far. the subs1dy reaches’ the target group
that the prOJect will be evaluated ) - This'was- the
lesson learnt from the 1and-serv1c1ng programs |
in Nigeria The target groups had not been defined
and hence there was no discrimrnationem to those

who would qualify for the plots. .Hencevpeople_f

/

in certain occupatlons directly involved in the ' -

_project, and those with political influence are -

5the ones who benefitted most.

The form in which the subsidy is delivered .

determines to a large extent its success as seen

froufthesubsidy:forms analysed ‘Different forms ”

of sub51dy 1nvolve varying amounts of adminlstriatlon

AR

~in terms of money‘and manpower. “The' political factor

of a’ country determines the success or failure of thef‘

e

; '




spbsidy‘prOgrams. ..This is because the governmen‘t’s

' 1n most programs plav a major role in the

: determlnatlon of the form of subs:.dy, admlnlstratlon ,

' 'magnltude of the subs1dy and other related issues.
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CHAPTER THREE
EVALUATION OF SUBSIDY PROGRAMS IN ..KENYA‘ |

‘Introduction

The subsidy programs in this chapter are»

categorized as employer housing, publicvor;local

authority housing'programs'and owner'occupier housing.

In employer hou31ng, the sub51dy is found when
employees are housed 1n un1ts whlch are of hlgher
‘market rents than the house allowance they foregone
The employervsubs1dnx5 them by meetlng the dlfference
betweenfthe'foregone: house'allowance‘and’the‘market
rent of the dwelling" In cases where'the employers

own houses for thelr staff, the sub51dy amount would

be the dlfference between the foregone house allowance

and what rent the house would be_let atvln_the market,

The publlc hou51ng programs 1nvolve 1ocal
authorlty rental unlts 1n whlch rents charged are
below the market rents and in the tenant purchasei

-schemes " The owner- occuplensare sub51dlsed through

tax“exemptlons on mortgage 1nterest,sub51dlsed staffk

mortgage'schemes and in site and service schemes where

- various forms of SubSldleS may be extended to the'
_allottees The above(ﬂ3351flcatlon is merely for

purposes of analys1ng the sub51dy programs in this

study.
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Public housing programs = .-

In tenant-purchase schemes, the National
'Housing Corporation (NHC)'or local authorities

plans, constructs andflnances thevscheme.« In certain

\
/

cases, local authorltles get funds through NHC rrom
the government to put- up “these unlts The funds'
‘are glven to 1ocal authorltles for 40 years at 6. 57
1nterest rates Therefore the local - authorltles

are. sub51dlsed due to ‘the - long repayment perlods and
the low interest rates compared to the 1987 marketv
tates of l47 If the money ‘had been borrowed"” from
prlvate flnancers it would be repald over 15-20 years
at 147 interest rates. Due‘to this subsidy, the |
1local authorities.are’in‘principle able to construct

tenant-purchase and rentalvunits.

The publlc purchase houses in the tenant purchase'

schemes after paylng a dep031t of lOZ.; The rest

g

:.of the loan is repald over 20 years at 6. 57 1nterest.‘:

_The 6 57 1nterest rate is lower than the market 1nterest‘:

rate 31nce the councils charge the same 1nterest

as they are charged by the Natlonal Hous1ng Corporatlon
“(NHC) . Therefore the allottees of. tenant-purchase
lschemes enJoy thlS interest sub51dy In the Kimathi 7L
tenant purchase hou81ng scheme in Naerbl (1966),
,f1nanced by the Unlted States Agency for Internatlonal

:Development‘(USAID), there were no speclf;c'lncome,




'_.monthly amountsl

ccriteria other than the abllity of would be

beneficiaries to pay the 107 downpayment as per the
vagreement._ However, the tenants actually paid 57
downpayment whilevthe other SZ was met by Nairobii
.City Council (NCC)outoftim councilpresources. The
‘funds were provided at‘a compositerinterest ratei
fComp031te interest rate is. lower than the basic
_fincome tax rate of 8 57 for 20 years although others"

opted to pay for 10- 15 years at con31derably higher~~

-~
oo

- The NHC and the,locallauthorities alsoiconstruct
rental units. vTheSe'are.let at\rents which are below'
market rents to their'eﬁployees and the pubiic. The -
Nairobi City Conmission (Couneil) after receiying_v

funds from NHC for'40‘years at 6.5% interest rates:
are able to construct houses and . charge low rents;
vIn effect those tenants living in Counc11 hou31ng =

__are sub31dised The subs1dy is equal to the

- ,difference between the market rent and the counc11

rent. Table 3 1 shows a few examples of thlS

sub31dy
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. TABLE 3-1 SUBSIDIES IN NAIROBI CITY COUNCIL
'RENTAL HOUSING .

deom.Tabie'BfZ,‘the‘subsidyvto tenants of

'couﬁoilihouSing is7between 36-607

~ depends among other thlngs on the market rent of

- The subsidy’amount

~ the house,'whlch in turn depends malnly on the locatlon

of the house and its size.

The allocatlon of these

houses to the” publlc is. supposed to be through the

p01nts SYS tem.

‘Locality‘ ‘ Accommodauion" g2§§8t~ §23€Ci?"&ﬁmidyfp~z,
' Kshs. | Kshs. |- Kshs.

Peponi Rd. '3 B/R 8,000 | 3,500 | 4,500 |56.3"
New Dagoretti 3 B/R - 5,000 - | 2,700 | 2,300 |46 |
Ring Rd. EE EEREE B R
~ Riverside '3;B/R 8,000 3,500 4,500 | 56.3
Dennis PritsRd.| 2 B/K 5,000 (12,200 | 2,800 |56

~ Ngong Rd. '3 B/R 4,700 | 3,000 | 1,700 |36
Kabete 2B/R- | 4,700 | 2,000 | 2,700 |57.4
Caledonia | - 2B/R(flat). | 3,000 | 1,800 | 1,200 |40
Mawingu Court 1B/R(flat) | 2;500 | 1,500 | 1,000 |40
Jamhuri - 3B/R(flat) | 2,000° | 1,000 | 1,000 |50 -
Madaraka " 3B/R(flat) ‘| 2,500 | 1,000 | 1,500 {60 !
Source: Nairobi City.Commission (City Hall) 1987 January.
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Employer housing programs

. Some’ staff in the c1v11 serv1ce, Unlverslty
of Nalrobl and Kenya Railways are housed by thelr
A‘ employers The sub31dy in these employer hou31ng
l;»ls found to be the dlfference between the market
"rent forvthe unlts and the house allowance foregone"
plus any other sums added dependlng on such factors
'”'as the category of the house (c1v11 servants), or
'-s1ze of accommodatlon (University of'Nalrobl) Thelf'
'sub51dy is- to the tenant either 1n unlts owned or

leased by the1r employers For c1v11 servants,fthe_

./government quarters and the leased ‘houses are allocated

Ee

in accordance with a p01nt s system determlned by
the employee s marltal and famlly c1rcumstances,

,length of service and ba31c salary. Thus, the more

vthe number of points omne has, the greater the prospects v

~of securlng government quarters and leased propertyz.

-

" The civil‘seryants; apart from foregoing the

vhouse allowance shown in Appendlx 3-1, also add the

vfollow1ng sums of money dependlng on the category

'ofvthe house. = = . "v., N

, .
B —




 TABLE 3-2 ADDITIONAL MONEY PAID BY TIVIL |
SERVANTS HOUSED BY THE GOVERNMENT

 Low "Gvr 26
Low = F 38
Middle E 63 el
Middle e e T R T
‘High‘ _ 'C..‘ e : 176 o

 High B 266 )

| High | A 304 ;

K

~

'\1Source Mlnlstry of Works, Hou51ng and Phy51cal
Planning. Hou51ng Department, 1987.

It can therefore be deduced that the subsidy
for c1v11 servants where they occupy government or.

leased property can be calculated as folloWs

(. =
—

Subsidy = market rent - (house allowance.+'c_v,
' ~additional sum). ' R

-

) The sub51dy in. 1eased property is ‘met by'thegovernment

Table 3- 3 illustrates such subsidies 1n a few selected

’Qcases.
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TABLE 3-3 SUBSIDIES IN CIVIL SERVANTS‘EMPLOYER

HOUSING
o _ , N\
- ‘ Market " : : . .
Locebtey Lo Cotesmy | ot | I L B | ohers
Kileleshwa | ~4B/R | A 10,000 | 3,750 (304 |5,946 | 59.5
Loresho | 4B/R | ‘B |10,000 | 3,750 |266 |5,984 | . 59.8
Golf [ . S SRR P o '
Course 3B/R B - 3,500 2,530 {266 | 704 | 20
Plains- - o B IR R S
view | 4B/R S 4,600 | 3,375 |[176 | 1,049| 22.8
Southland | 3B/R .| C 4,000 | 2,530 | 176 | 1,294 32.4
Highview | 3B/R D | 3,500 2,530 |106 | 864 24.7
Ngummo 3B/R | D .| 3,500| 2,080 |106 | 1,314| 37.5
Akiba | 3B/R ‘D | 4,500| 3,375 |106 | 1,019| 22.6
Buru Buru | ) | o SR
o 4B/R D 2,600 | 1,655 |106 839| 32.3
Buru Buru | = o ' V : R
I | 28/ | D 1,800 | 1,370 |106 | 324 18
T N

Source:vMarket Rents: Daily Nation Mareh'27th , 7th Aprll 1987
' ClVll Servants Hou31ng Allowance 1987.

The subsidy for civil servants, bothl;enants,m,
and owner oeeupiers had been worked out in thenNdegwa f;- } '

3

Commission of Inquiry Senior offlcers in government

'houses receive a greater sub31dy than those in lower

job groups who are 51m11ar1y housed As an example,-'f" .
the officer in job group R and above,‘ln Kileleshwa R |
gets a sub31dy of 59. 57 Whlle an.afflcerof JOb group N S

|
and P thch is a 1ower group than R 11v1ng in Southlands ¢-A"§
N S |
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Agets'32 47 subsidy“ 'Finally an'officer in a lower

,/'

" job group ‘than the above as in JOb group H and J enJoys',
’.only a 187 sub31dy. Therefore, theamount of sub31dy

- enj oyed by civil ‘servants housed by govermzent depends on job group.

Furthermore this also'depends on the category of'

-~

the house since thls determlnes the amount of" money

- to be paid by the tenants in addltlon to the house

,allowance foregone - The. categorlzatlon of c1v11

servants houSLng is questlonable as houses of the
same size (accommodatlon) in the same localltles

may'belong to different categorles.

L

in University houses or ‘leased property are also

subsidised in the same way as the civil servants

: housedvby the government The house allowance’forv :

Unlver81ty staff is as 111ustrated in Appendix 3- 2

‘The allocation criteria for 1eased or Unlver31ty

hou51ng is based on the p01nts system The p01nts

are glven dependlng on the de51gnat10n, perlod of ,bbg' '
serv1ce ‘marital status, number of chlldren and flrst come
flrstwserved~basls.' In addltlon to foreg01ng the ' - |
house allowance,'the staff housed have to pay the

money shomnbelow in Table 3 4 dependlng on the number

of ‘bedrooms of the houses they occupy

The subsidy to the University of Nairobi's errployees living
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VATABLE 3-4- ”ADDITIONAL MONEY PAID BY UNIVERISTY
~ STAFF HOUSED BY THE UNIVERSITY ‘

Extra amount per

Numbervof‘Bedrooms month Kshs.

200
300
400
500

s~ W NN -

Source: University of Nairobi, Estates Section
1987 B

Table 3 5 below shows a few examples of ,
sub51d1es enJoyed by Univer31ty staff in Un1vers1ty v

hous1ng or leased property

TABLE 3- 5 SUBSIDIES IN UNIVERSITY OF NAIROBI
STAFF HOUSING

. Locality 'No_;'of ‘Market | House  |Additional |Subsidy | Z. o
o ’ Bedrooms | Rent Kshs | Allowance | Amount |Amount Kshs | Subsidy
Loresho Ridge | 4B/R | 6,500 | 3,750 | 500 | 2250 | 34.6
 Lavington 4B/R | 6,500 | 3,750 | 500 | 2250. | 34.6
Golf Course 3B/R | 5,500 | 3,750 | 400 | 1350 | 24.5
Lenana Road | 3B/R | 4,500 | 3,750 400 | 350 7.8
Menelik ‘2B/R | 3,500 | 2,530 ° 300 .| 670 | 19.1

Source: University of Nairobi; EstatesfSection 1987




'~ The market rent is either‘what ththniversfty pays

" the owner oftbe~leased property-or what the’house'
would otherwise be let at in the open market
Dlscrlmlnatlon exists: both in the distribution

" and amounts of subsidy in this program. Staff of
_the same jobwgrade.in"different'1ocalities,~1ivingj
in the same size’of houserare'found tovbe getting

varying amountshof'subsidies.f As'andeXamPle,'a jf"

: professor living in‘Loresho receives a subsidy of

34,67 ofvthe market rent while a professor in Golf-

‘Course receives a lower subsidy of 24.57.

‘The subsidy amounts depend on the market
rents of the houses. Staff living in the same locallty
may have different‘sub31d1es amounts due to the
dlfferent market rents. As an example, in Lenana;
.Road 2 houses of 3 bedrooms each are 1eased at
Kshs 4, 500 and Kshs. 5, 200 respectlvely Hence fa
‘*1ecturers 11v1ng in: these two units will receive

dlfferent subs:.dles of Kshs 450 and Kshs 1, 050 respectlvely

Most of the Rallway employees are housed 1n',fi-'
: Rallway Quarters It has always been ‘the Kenya,
vRallways pollcy requlrements that all its staff
~ be ass1sted;n housing. The subsidy to staff housed
is given along the same lines as that/of c1v1l«servants
Vand;;he University (exceptithat”thevemployees,only |

foregoetheir'house'allowance and do not'payfany N




additional sums).
"subsidy;

TABLE 3-6 SUBSIDIES IN RAILWAY STAFF HOUSING

Table '3-6 below illustrates the

Looallty Accommodation R;f: Eshs 'Acljltlof;nce‘ Subsidy | Z% subsldy ‘
‘Lavington | 3 B/R | 6,000 | 3,375 2725 | 45.4 0 |
Upper Hill] 3 B/R | 3,500 | 2,530 | 1070 30.6 }
Parklands | ~ 2 B/R | 2,500 | 1,600 1900 36 |
Ngara 2 B/R 1,500 870 630 42
Mutﬁurwa’ ' 10x10 ‘ R L "‘%
7 room 1500 350 150 30 .
'Souree: Estates and Reting Section,‘Kenya,Railways1987‘

'The subsidy amounts for those“in,thegCorporation

‘housing vary with job grades.
employees as opposed ‘to those in civil serv1ce

,Unlver51ty of Nalrobl receive more or-less the

- same range of subsrdy amounts (range is narrower)

as a percentage of the market rent as this varies

~ between 30-45%.

Owner occupier subsidies

In Kenya, all owner occupierS'receive subsidies™ -

'_through tax relief on mortgage 1nterestpayments

',Interest on a mortgage on a 1oan for the purpose of

'purchase, constructlon or 1mprovement of a house 1s

However, the Rallway I




‘allowed as.a deduction from incOme;"The,house must,
‘be,owned and wholly occupied by,the-individualh, -

In the Income Tax Cap.'4705 Laws of Kenya,_the law

}governing’the exemption of‘this tax is cited. The
amount of mortgage on whlch interest. 1s pald should
not exceed Kshs' 400, 000 If it 1s above this flgure, N
then it is apportloned accordlngly The loan or
.mortgagevmust be from:- " | )
a), A bank or,financial.institutiononnder'
banking act. |
vb) An insurance‘company>licenced under“the
insurante'companies act\or' B
c) A'building‘society 1icencedrnnder the -
bnilding societies act. |
The 1nterest is limited to the lendlng rate charged
‘ by commerc1al banks. If the premlses were;occupled-
for only a'part of the year, the deduction for‘interest,

‘is}reducedgaccordingly;

: Owner occuplers in banks and flnanc1al 1nst1tut10ns ,

receive other sub51d1es in addltlon to tax rellef

on mortage 1nterest. The staff mortgage schemes

of Kenya Relnsurance and Barclays Bank 1nvolve glVlng
‘advance loans to employees to purchase or construct -
houses at lower 1nterest rates than the market rates, :
longer repayment perlods, grace perlods or . other‘ .

'”factors which maker it easier for(employees to be;oﬁner“




occupiers thanvif_Such¥3chemeshwere‘absent. In
the Kenya Reinsurance Corporationi(Kenya Re) the-
'folIOWing'terms have to be met to qualify for the

loan: -

~

i) To be on permanent and pensionable termsv
ii). §a1uation report from a:qualified valuer_gr
‘-approved by the'Corporation hasetofbe
fsubmittedhtogether with a quotation for
housermortgage advance exoept for.new |
honses.‘ o | il = a . o }

iii) No employee is allowed to sell or transfer

™ AY
~

~a house bought w1thxas51stance of the

' Corporation within the.first,B“years.

In case.one wants to sell, 'or transfer to
another f1nanc1er and at the same time apply for |
another house 1oan, such loan is normally not approved
by the Corporat10n,_f1nanc1er or- the undertaklng
hpbank e ‘7: »';‘::'ﬂ- "h C

iv) The employee should not let in part:

or in total without prior consent from. S

- j_ the managing dlrector any property bought

vw1th as51stance of the Corporatlon.
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ThepCorporation?adVances upto QSZ of the
,mortgage;"This is calculated on 5 years gross
B salary_subject to ceilings set up by thevCorporation‘
,perjjob'grade. Before the loan is approved, the

employee has to pay 5% of the cost of the house.

‘He also has to meet the cost of stamp duty, registration |

fees,.and legal fees out of hlS own sources. The
interest on the loan is 57 per annum for the duration
of the employment perlod - One is expected to remain
in employment for as.long as the repayment period
g:or the retirement age, Whichever comes earlier.

If he/she leaves before this'periodvis'over,’one.

- repays ‘the loan at the current'commercial interest
rates. The repayment,period is 20 years with a
grace period of 3 months. ‘The amount of loan
advanced is secured by flrst legal notice whlch
"contalnSvapproved terms and conditions. ~The property
charged is not to be under 301nt proprletorshlp

One contlnues to pay the loan even after retlrlng

No- house 1oan is approved where an employees
' entltlement is less than the cost of the house.

" If onme gets a house costlng more than what he is

entltled he has to meet the dlfference before belng'

- given the loan | The loan repayments and 1nterestv

repayments are . by way of monthly deductlons from

- salaries. The employee is requlred to take a house
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'coﬁﬁrehensive.OWners insurance:policy”and'mortgage
protection policy with the Corporation. Those

employees with-loans are required to declare at

the beginning of each year whether they arein occupation of

the houses or letting them. The employees'with houses
;hrough the scheme but not re51d1ng in them do not
“get house allowance, and repay the 1oan at an 1nterest

-

_rate'of-7Z per annum.

' From’the aboue‘Staff mortgage scheme, the
:subSidy enjoyed by owner occupiers is obviously
,large since the Corporation advances upto 957 of~
fthe loan, An interest subsidy ex1sts since the
“loans are repaid at 57 interest rates (compared‘
to the;mevailing'market interest rates of 147).

Due to the low 1nterest rates, the cost of the house

to employees 1s less. Furthermore, the . owner occupler57 

v ‘not only- get the tax rebate but also an enhanced

_allowance shown in Table 3- 7




TABLE 3-7 OWNER OCCUPIER ALLOWANCE OF KENYA RE STAFF
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lJob,Graoe 'CQSt of House Kshs;' 2¥?§éagggu§i§§"'
11 & 12 | 650,000 6,875
10 600,000 6,500
9 550,000 5,500
8 500,000 5,000
7 450,000 - 4,400
6 © 400,000 3,900
s 350,000 3,500
4 300,000 2,875
3 250,000 2,500
2 200,000 1,950
1 » 150,000 1,300

'Source:'Kenya'Re.January 1987.

o .

In Kenya Re, any employee can get the - house 1oan 3

as long as they meet the stlpulated requlrements

The Barclay s. bank staff are in two categorles.

The flrst group is management, some of whom are

: housed in case of Nalrobl whlle 1n other towns. all

are housed The second group consists of unlonlsable

'staff who are entltled to house allowance accordrng

. to thelr(Job grades. Would be owner occuplers are' .

e > i e
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given assistance to buy/build a house. To qualify
for the loan, one has to be over 25 years old, and

\produce an official Valuatlon report for the house;

- The loan is not given in excess of the valuation ,

figure. It has to be equal to the valuation figure

or less. The staff loans scheme is as indicated
: below6.

I ‘House Loans =~ .- - = T
First house loans; Terms and requirements:

i  For reSldentlal ~purposes only

o id Minimum perlods of serv1ce ----< 6 years

"mv' iii 100% of cost of house plus legal chargesv

. met by the bank

iv Loans-granted'to maIe'or female staff -

‘married or gettlng marrled 1n six months

v Unmarrled ladles who should be 35 years

' oldandOleyears serv1ce .

‘vi~  Loan repayable over 20 years or retlrement

‘whlchever 1s earller

vii Interest Chargeable,--e--- 47 per annum.

IT - Maximum amounts of loans

Thls depends on whether the house is in a b1g

town or small town.




A. V.Small'Towns.
i Management - 4 times basic annual:salary
~ii Section heads - 4 times ba31c annual salary

iii Section heads, clerks, and subordlnate staff

- 6 times basic annual salary.

" The loan is a securedvlegal mortgage over property}
When the first houSe is sold, to purchase'another:
house, 757 of"the net sale proceeds of the old house

‘should be utilized in the purchase of the new house.

The above loans to Barclays Bank stalf are

~

repald over 20 years at 47 1nterest rates There

is no grace perlod The payment\is‘deducted from
'the consolldated salary The hasic salary‘isftaxed;
then the loan amount is deducted Loans are given
accordlng to the above terms and should not exceed
half of the bas1c salary The sub31dy element lS
found in interest rates ‘which are below the market

1nterest rates.‘-

YN

'.Bank employees also receive subsidy_in house
improvement loans. , i The improvement loans
are calculated as the amount not above six times -
of one's salary ThlS loan is- glven to all ‘employees
'lrrespectlve of whether they are.owner occupiers or |
renters, It strepald over 30 months (22 years), at

L -

67 interestrates. Hence it 1:is an interest subsidy
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program. The,oWner occupiers at the end of the ~

'year-alsovreceive tax rebates on the mortgage interest.

'The owner occupiers in the civil serﬁice;

University of Nairobi, other'work estabiishments

‘eeveﬁ in the;private firms enjoy rhe tax rebatevsubsidy
as long as they have borrowed money from,the'financiei
institutions,as.laid'out in‘theiiocome Tax Cap 470
Laws of Kenya. In the civil service, the'owﬁer
_océupier allowance is c£e~difference‘betreen'the
actual rental bill subject to the maximum 1imit

//not being -exceeded, and‘the'rent the employee would

,fi&pay to the governmentvfor an equivaiént category

| of goVernment'quarterss. Owner-occupier allowance

is asseseed as the difference between 257 of the !

cepital cost of the buildingiend land, and the rent

vthe officer”wouid have paid had he occupied governmeht

quarterszof a,simiiérfcetegory; subject to specified"

| cepirel coet'ceilings; 4DUevtovthe'rehricomﬁittee-V

| recommendations 1985, the ownerioccopier allowance
continued to be assessed at 157 of the cost of the
ﬁouée,f The new capital ceilings are as shown}in'

‘Table 3-8.
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TABLE 3-8 CIVIL SERVANTS OWNER OCCUPIER ALLOWANCE

sob Group | Gepiral ose | Meximm uilouance

R andabove | 27,800 | 6,875
Q 26,000 6,500
‘NandP | 18,000 | 4,500
Loand M 15,000 | 3,900

J and K 11,500 2,875

G and H - 7,800 1,950

E and F ~s,200 | 1,300

Cand D | 3,900 -\**\ 975

AandB | 2,080 I 520

9

Source: Civil Servants Housing Study~.

Therefore, the owner. occupler in civil service:

enjoy the tax rebate sub51dy on mortgage interest
’and receive the above enhanced allowancevwhlch is.
more than that received by tenants in correspondlng
"job gronps. R o

The university staff receive owner occupier
allowance and are given a loan for downpayment for
a mortgage arranged w1th a bank or a llnance company

* The max1mumfg1venv1s«802 of omne svba51cvsalary as long

although not a351sted in any way to be owner occuplers,



‘ as”they are on permanent and penSionable'terms-f_,a~ R
_ and are conflrmed in their appointments. 'Thislamount
is repaid over:8 years at 147 1nterest rates hAlthoughj y;“j
Ano‘subsidy exists onfthis loan; itvmakes itlpossible "vh'f' ‘
~ for university staff to be4owner.occupiers.' In L x; _t"j
- most instances, would-be owner ocCupiers find it("ll 7 «
ldifficult'to raise money'for'downpayments. - The ' C:_[‘kr ;
unlver51ty owner occupler allowance, in Appendlx 3- 2 vilf_l:;
shows that the owner occuplers recelve 1arger allowances |
than those living 1n university houses and in prlvately

rented accommodation.

Building societies and financial institutions ,

vhave'savings and deposit schemes which have‘some
suhsidies’due to'tax exemotions. TheSe'are specifically
designed so as to make wouldnbe owner occupiersliyv' :h"- ‘ ]
to be motlvated to save so as to be able to get 7‘ - |
.the 1n1t1al downpayment or in cases of those w1th l ;v P ?
‘elots of money to buy a house or build after sav1ng | | l
In the Housing Flnance Company of Kenya (HFCK) this - v\"- l
scheme takes the form of hous1ng bonds.' Thls scheme v
is wholly controlled by the government of Kenya, whlch o
‘_controls the interest rates and the operatlon of-
the accounts. 1In this scheme, dep031tors put a-
certain amount of money asvrequlred by HFCK for ;',;'T. B

a fixed period of time thereby earning interest

on it before withdrawing it to invest in housing. The
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tax rebate depends on the amount of money and the
duration of saving. The higher the amount, the
higher the interest rate and tax exemptions as

showﬁ inATéBle 349.~,

TABLE 3-9° SUBSIDIES FOUND TN HOUSING DEVELOPMENT BONDS

Rate of ‘Actual yield on tax free:
T ' untaxable. investment where tax would [ Interest
Lerm interest % ~have been payable at- payable.
: ° rates shown ' )
Tax at | . Tax at| Tax at
457 507 657
| 10.00 | 18.64 | 20.50| 29.29
"3 months 10.75 - | 20.07 | 22.08| 31.54 | atmaturity
6 months |- 11.00 20.54 | 22.60| 32.29 | "
9 months | 11.25 | - 21.03 | . 23.13| 33.04 AL
12 mbnth515111550 A[. ‘v21.51 m?:23;66 33.80 | Half yearly
24 months| 11.75 | 21.99 | 24.19| 34.55 | "
36 months| 12.00 | "22.47 | 24.72| 35.31 | ",
' Subscription|  11.00 =

Source: Interest rate on housing'deveiopmentvbond v
deposits. HFCK January 1987. - | . R
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‘Interest on.suhscriptionrbonds is payeble'
~on 3lst DeCember,each“year, The interest on 12, 24,
36 months is payable yearly from ehe date of deposits.
The‘minimum holding in all types ofvhonds exceptj
"subscriptionr(Kshs. 1,600 monthlyvfor 36 months),.
is Kshs. 10,000. The-mexiﬁum holding'in all types
of bondsfis‘Kshs.'SO0,000; 1The tax exemptionsvoh E
‘the amounts is caleulated depending on’ the amount
deposited.., The inreresf‘ratesvfor those in normal
=savings.accounts,is 117 of HFCK. Therefore, housing
bond deposits except for 3 months,v6 months and -

subscriptions, are at higher interest'rates ‘than

’llZ(‘ The sub51dy element is therefore on tax exemptlons.

As an example, a deposit of Kshs. 10,000 in a sav1ngs
account w1th;45£ tax for 1 year, is charged a-taxvr;'
of'Kshs, 21.51L,lHowe§er;liffthe.Same'amount islput'
in housinghbonds<forJSeme'peridd, the depositor;is,'
v .hot/gharged‘ the tax. 'lo’that effeetuthevsubsidy"

amount in. this case is 21.51. .

From the above’sobsidisedvprograms, ﬁhe suhsldy
distribution is characterized'by both horizontal
1nequ1ty (example in employer hou51ng, offlcers 1n -
the same JOb group- receive varying amounts of subs1dy
valthough living in the same type of house, in the sameA

- locality), and vertical 1nequ1ty, where hlgher income

households generally receive more hou51ng sub31d1es than =




s
v
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.households-in the lOwer~scales.\”Thisris,obvious

-from'all'progréms anaiysed in thié.éhapter. The

only institution which attempts to have equltable
horluontal dlstrlbutlon of the sub51dy is thé Barclays
Bank where the loan glven to people in the same job
grade is mqreﬂor less equal. Furthermore,«there

is eqﬁittablé_vertical distribution of the éubéidy
where the loan given is dépendeﬁt'qn the basic saléry'
times a certéin.factor(fpr those in higher incomes,
aévmanagement;'the fééfor is four whiie for Staffv

in lower scales such as subordinate staff the factor

,is six.. .

Owner occupiers in most countries are favoured
in housing subsidies not only in the amounts of

subsidy received But/also in the long-run beneficial

‘effects as shownin this chapter and in chapter two.

AEifhe end of it all they are the proud owners of

properties. Housing as an investment increases

in value ‘over time; depending on certain various

factors.  John Ermisch’? found out- that the dwner

-occupiers in Britain were more heavily subsidised -

than tenants;"The discrimination existed because

. owner occupiers received a much larger subsidy on
vaverage than tenants in council housing of the same’

salary scale. The owner occupier subsidy also increased

with an increase in salary such that the higher income .

e e e e i e ¢




‘:groups received ',larger'subsidyiamounts thanythe" /*'v\*
low income owner oecupiers;-.This'is'also the’ease '
1n Kenya. Owner occupiers reeeiving more subsidies
than tenants in both council hou51ng and - employer
hou31ng. In Kenya, as in Britain therefore, there ™~
. is a variation -in subsidy~amounts,between different
tenures,lamong different ineome;groups and localv:

vauthorities. From the programs analysed so far,

the bulk of the low income groups are left out in _ -~
the sub51dlsed programs both in employer hou51ng, ' S ,,l
publ}c or local authorlty housing programs and 1n L ;'-f‘
/onner occupier programs. Therefore, in the'nent‘section,y
~ subsidies in a typical .low income honsing scheme
- are analysed showing the various subsidies_that, - ‘r, | oL

- exist.

§ubsidies in Dandora

| The varlous subsidies in Dandora are given

at dlfferent stages of the prOJect Therefore, some are‘
of a continuing nature as in interest rate subsidies

'on the materlal loans and the technical a351stance

whlch contlnues to be glven upto now.. Others are:

once- for all glven or recelved as in the site
preparatlon and in the provision of on-site
?infrastructure.r The subsidies in Dandora were meant
to benefit the residents of thls progect To this - ’,'l-

'effect they -were selectlve subs1d1es.‘
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_Before analysing the various,Subsidies\foundr -
4in Dandora, theibasis_for cost_recovery isfillustrated.
as;ltvls from thls that costs‘are'apportioned. Iti"
is fronfthis apportionment that one can determine

-’/whether the subsidies exist or not. The totalbcapital‘
costs of the. prOJects is recoverable from both Nalrobl
City Comm1831on and the allottees The ba51c pr1nc1p1e

‘fapplled 1s ‘that those capltal costs 1ncurred on

the prOJects whlch are ordlnarlly recovered by NCC

-
e

fthrough user charges (water sewerage “and others)

or property rates should be borne by the counc1l

,and those costs dlrectly related to the development

of plots (plots site clearance, materlal loans and
others) to be borne by plot holders. On thls basis 3
the total capltal costs of the prOJects are apportloned
between the two partles Table 3-10 shows thev
allocatlon costs on a percentage ba51s for the whole SR
'prOJect Thls table shows that in. certaln cases' |
'the allottees bear 1007 of the cost as in materlal

loans, in which case they are not subs1d1sed.{_Subszdies:

exist. in those costs shared between the allottees

and the NCb The subsidy amount being the share of the costﬂ,;

borne by NCC whlch would have ordlnarlly been borne

by the allottees if the pro_]ect components were not sub51d:|.sed
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'TABLE 3-10 DANDORA PHASE I AND IT COSTS ALLOCATION

i

Nairobi City Council Allottees
1. Site prepafation 10% 907 g
2. On-site infrastructure %
Lo S e FE g
 primary- roads 75% 25% . :
- Secondary roads - 1007 1
Water reticulation - 1007 {
Street lighting 307 707
3. Commﬁnity facilities 1007 S -
4.  Core units, - 11007
5. Material loans. - 1007
6. Trunk infrastructure 1007 -
7. Design and énginéering | |
(relating to costs B
‘borne by NCC) - 1007 -
8. Administration
(relating to costs S
- borne by NCC): 207 807
9. Interest during .
"~ comstruction.of <
wetcores: 1007 -
10. Insurance on plots - v 7l00Z‘.

Source: HDD Finance Department. Januaryvl9871v
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“The total percentage of the subsidy amount»for Dandora -

Phase I and II is as shown below.

TABLE 3-11 DANDORA PHASE I AND IT TOTAL PROJECT SUBSIDY

- Projects Components
(Items) NCC K& Allotees Kf | Total KE
' Site preparation | 10,810 | 107,640 | 118,450
On-site infra- | ‘fv", vbv S _ i X _ 4
-~ structure 539,820 - 537,520 © 1,077,340
Core-units‘“'f ' L. '1,528;200 g 1,528,200
.Technical - ' ' ' ' '
Technical = 690,695 | 56,255 746,200
/" Physical . L : :
©._contingencies - | 414,080 172,930 ~.587,010
Total 1,655,405 | 2,402,545 4,057,950

Extract from appendix 3-3

" Total cost =. 4,057,950 _
o | (1,655,405 x 100)
"~ Ratio of subsidy = : —
IR 4,057,950
= 40.8%

'If the costs of the trunk infrastructure and the -
' community facilities borne by Nce is added,vthe‘ratio'

of the subsidy rises.

. e e o T
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~ NCC

| | RE 1,655,405
Trunk infrastructure

_KE 2,163,150

KE 392,435

Community facilities

RE 4, 210 990’

Totel.

The total cost of the prOJect =(4,057, 950 + 2 163,150
o+ 392 435) ~=Kf 6,613,535

-The ratio Qf the subsidy will be:-

(4,210,990 x 100)7

6,613,535 - .
= 70% o

If the above subsidy ratie for4the Dandora prOJect
ishcompared to the ratio of subs1dy for the UmOJa”
Phese Ii'prejeetll'where the calculated subs1dy ratio
is 27.7%, the'amount of subsidytto Dandora allottees
is 1atge. | | |
e The distinction between'on—site and off-site‘s
1nf_;;’}ﬁcture‘is useful,forfderivihgvapprepriate'.

costs sharing and financial measures for urban

.development progects On- site infrastructural costs .

are’ assoc1ated with the development (capltal 1mprove-
ments)within a’ glven area, that is, streets,dstreet
‘lighting, water supply, sewerage and electricity -

connectiens, land ailocated within the project area t’

for public uses, 1nterest and malntenance expendlture’ -

'durlng the ‘construction phase of the prOJect Off 51te
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infrastructure includes similar facilities as on-site
except that costs/beneflts ‘may accrue to. the communlty"

‘12 | 3%

at large In the Dandora progect the prov131on R

of some components of on-site 1nfrastructure were

»sub51dlsed as show by Table 3 12 below

TABLE 3-12 DANDORA PHASE II_ COST 'ALLOCATIO_N/

| - NCC

Crrectare T [Allovcees | GRET foes | DT tosis
Surf . | - B
Yirainage | 2,035,212 | 3,021,113 - | s.035,212,
" Primary road. . | | R R
drainage 1,335,488 | 3,905,172 333872 5,564,532

Secondary _ ‘ ' X . S

roads drainage 3,709,688 | - - . | 3,709,688
Sewerage works | 4,179,218 | - | 1044805 - | 5,224,023
Street lighting | 842,023 | 451,197 | 210539 1,503,991
Total = - 12,080,728 | 7,367,482 1,589,236 - |21, 037,44€

e

-Source: Finance Depaftment HDD.v  , 11 o 'e'v'e' .

Of the on-51te infrastructure, secondary roads and
'idralnage are not sub31dlsed as the total cost is
Kshs. 3,709,688_borne by the allottees. However,
the.rest are suosidieed. The 'subsidy amount is the'
sum of user fees, charges and eommunity feeilitiesi
oorne'by NCC which should ordinarily be borne;by the

allottees. Therefore, the total subsidy amount on - ;
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on-site infrastructure to the allottees of Phase II
areas 2 and 3 is,Ksh.8,956,718.1AIn‘this case, the

subsidy ratio on this is 42% of the total cost.™

The user fees/charges on on-site infrastructure

above which haVe been borne hy NCC, are theoretiCally

-based on the‘beneflt principle and affect only those,g,v'

-

who really avail themselves of the serv1ce or beneflts,

prov1ded. Although NCC does not beneflt from the

I

on-site 1nfrastructure in Dandora it meets these

charges as part of the assistance to the Dandora

allottees The role of user-charges 1n flnanc1ng

J/ urban services varies a great deal from one country

to another, one p01nt in time to another, and even
from one project to*another. .In part this may be
due to differing respons1b111t1es at the local
government level dlfferent methods of flnanc1ng,
for example in some urban places certain services

such as water’ supply may be flnanced through user

‘charges whereasr others are flnanced through property

taxation or relative levels of underpricing and

administrative efficiencyl3.

_The technlcal assistance given to the Dandora

allottees 1nc1udes the follow:.ng14
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ajﬂ.Assistance in the selection of the building:‘»

plan

b) Assistance inlsecuring and hiring of skilled

and unskilled labour
th)"AdViSejin'utilisingvfinancial'and'other
‘resources
d) . Assessment of construction work for the
purpose of drawing materialsvloansv
e) -Assistance  in drawing and utilising of
materials loans

f) Assistance in ensuring that construction

The result of this technicéal assistance is to eheapen,
the overall costs of housing since the allottees are -

not paying for-these’services In the Dandora Project,

the assistance is provxded through an IDK/IBRD loan

to;the Kenya government. Funds are dlsbursed to NCC

PO

‘by'the governmenthnpon'request. Fromvtable 3-10 1t j

is evident that the allottees pay. only 7.57% of the
cost of technical services whlle ‘the NCC meeting: the

'rest.'

The allottees of the Dandora PrOJect had to
meet the follow1ng charges.—'

-

i) | The pr1nc1pal and interest repayment

on the plot ‘loan.

was done according to1im\approved'p1ans._“
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i) 57 risk resetye:
iii)p lZ'collection‘charge."
'iy)p Land rent a 907 per 100 sqnare’mette
per annum (estimated) L

- V) Rates - 487 per 100 square,metre per.

vi) Downpayment - Kshs. 400
vii) Type plan charge - Kshs 40

viii) Water standlng charge.- Kshs.8'per month;u7-'

vix) Sewerage standing charge - Kshs.8.50
per month o o

:x) Dustbin charge - Kshs:;QQSO per month

Xi) Water‘deposit -.Kshs.lSO per month.
The mean monthly'cost cf landnrent is Kshs;9. The\'
land cn'Which tne'project was}built was pnblicly owned.
vAppendlces 3-7 and 3-8 show the various ways in whlch
costs were:calculated. -These costs were based elther

on area, number of plots or lots.

The type 'C' plots in‘Dandora wefe sold at’
- the market for cross—subsidizaticn of type 'A’ and‘
"'B' plots The flnance department in Dandora Hou51ng
Deve]opment Department calculated the total amount of

,proflts from sale of type C plots as ﬂxmmﬁbelow:-

Proflts on sale of type C plots = Total number‘:f
-‘of type C plots in the whole progect multlplled
‘by the cost of type C plots.

S AN
Ksh. (246 x 3 002, 856) WOWIVN 40 WLISHSAIND
Ksh. 73,870,208. B : ‘

annum'(estimated) RO I o
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The Ksh. 73 870 208 was to be shared between allottees

- of tvpe A and B plots
The procedures followed in determining the
capital costs of the plots was as ontlined-below:?

a) Identify the plot type and area’of.piot g

b) vMultiply the respective development cost

per square‘metre by plot area : ,p
¢) Add the cost based on the number of plots
! ‘ E ' Lo
d) Add contingencies at 5% of a-c above
(this caters for the allottees not_asked

for insurance).

~

' The allottees of type A and B got plot loans repayable .

over 30 years (type A) and 20 years (type B) at 8.57
) interest rate. Thls rate was 1ower than the market,r
rate of interest which was 12-13%. Some of the

ailottees are still paying the'ldan at‘8.SZ raté#

although the current rate is 14%. ‘Hence an interest.

,subsidy on the plot 1oansvexists.' The(amounts of

loans to be repaid by thepallottees areAbased on above

'interest rate of 8.57 and the repayment periods are
as shownin.appendices:B 4 and 3-5. A grace perlod
'of 5. years on the pr1nc1pa1 existed durlng which the

alloteesrcould-settle in the project.




The objective of the materials loans was for

~ the allottees to use the loan for self-help'construction'

of dwelllngs to a maximum of 2 rooms (type A) and

‘1 room (type B). The materials loans were to be glven e

in instalments as followslsz—

1) First instalment (at the preliminary

~ stage) is made to those allottees who the

project development officials felt that they were

ready to build. Spec1f1cally thlS meant that:

Ca) - Allottees should have obtained a plan'
y’prepared‘by the technical section for

S

a fee of Kshs.40.
b)-  He/she should have set out ‘the .
.plan on ground .

c) and haveldug trenches for 2 rooms in

_case of Type A and 1 room for Type B plots '

L ‘d)  Preferably he/she should have some bulldlng v

materlals dep051ted on the site.

,Al2) ' Seoond instalment of Kshs. V600'for each
"room under constructlon to allottees who have reached
'the pllnth level |

3) Third_instalment of Kshs.1,200 for each.
room under comstruction to_allOttees‘whovhave built

.walls upto roof level. . B
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4) " Last instalment‘of Ksh.600 for each
room under constructlon is made when the structure

is completed

For type A, the materialsdlcans had to be paid
at 8:57 interestvover.30 years and for type‘Bvover;
20 years TypedB allotteesdhad to repay on both
pr1nc1pa1 and interest whlle type A on 1nterest only
for’a grace period of ;_years. The 1nterest accrued
durihg the'development period of 18 months on any
materials loans borrowed is capitalised. The method

of administering the materials loans scheme thus

amounts to retrospective financing since the allottees .

are reinmbursed for materials initially bought from

their own'indiﬁidual'ahd/Or borrowed’funds.

In the revolving or welfare funds which
were started in - 1980 sub51d1es are found in that the'
'allottees repay the loans advanced to-them with no, |
ihterest rates. The sources-of'these funds are from
Vdcnqr groups. Examplesiof.these»donors being'the
' Catholic‘Secretariat,vFord Foundation,'Holy'GhOStt!
Fathers, and others. This is an ih-kind transfer of

| money to therallottees‘who despite the materials

loans have been unable to put up the requireer rooms. .

These funds are said to be revolving in that after
repayment of this money by one allotee, it is given

to the next heedy allottee. . The social workers gé R
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to thevvarlous plots to’ ldentlfy the allotees who
have not put up the requlred 2 rooms or have nbtl‘
completed their constructlon.' The allottees are then‘
called for an interview in HDD offices so as to
establlsh thelr needs, how much they requlre and
“whether or not they are able to repay the money'
-From those 1nterv1ewed, the ones in most-need‘are
'theniadvanced_the‘money.' The maximum amount -that

has heen giveﬁ so]ferpwas Kshs.le,OOO per allotee.
This is'given on a reimbursement basis that is,
depending on how far the allpttee hes.built'uejng

the firet instalment: This redpéesithe chances of

misuse of funds.

During.the construetion period, the allottees
are not expeCtea to repay theeloan, ~Ith is repald
after the completlon of the 2 rooms. Normally, the
allottes are expected to ‘pay Ksh. 100 per month, or
umore.‘vThe welfare revolv1ng fund/glves small-lnterest
free leans run separately from the loans. from the

World Bank. For example, the revolviﬁg'fund is equal
to 27 of.the'NéC loan fund to Phase 116. While still
a small prqurtion of the total finahce is mobilized, -
itrmwerthelees constitutes an important contributionl”
to the lowest income groups in site and service

schemes} For details of loans given'eee Appendix 3-6.

S e g e T
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has provided room loans to the allotees in Dandora

kitchen and one room
not benefitted from the welfare fund).

are advanced in accordance with the stages of

17

construction as shown in Table 3-13.

TABLE 3-13 DANDORA ROOM LOANS

who have not completed construction of the initial
(these are those who have

‘The loans

‘Stage FiEEESRoom SecgggsRQom thal Ksh.
Floor 1,500 - 1,500 3,000
Walls 2,500 2,500 5,000
Roofing 2,200 2,200 4,400
Finishes 800 800 1,600
Total 7,000 7,000 14,00
ol fSourée: Status Report lst'Quérter.1985.,p.9$

These loans are advanced on reimbursement basis as '

in the welfare funds.

‘By the end of 1985, the

number of allottees who had received the loans were

154 with totai advances of Ksh. 369 450‘00

, repald at 8.57% interest rate per annum.

18

The

room loans contain an interest sub31dy as they are
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The subsidies 1dent1f1ed in Dandora site and
service scheme include the sub31d1es in srte g
”preparation,‘on-site infrastructure, technical
assistance, physical contingencies, administrationr
costs,,materialtloans, room loans and in.theiwelfare
revolving funds. Therefore, 1n Danoora both direct
and 1nd1rect sub51d1es are 1n ex1stence The dlrect
sub51d1es 1nclud1ng those based on the cost of the

: prOJect as -in site preparatlon on-site 1nfrastructure

,and others The money ‘from the revolv1ng fund which -

is an 1nk1nd transfer of money is also a dlrect

sub51dy. Innlrect sub51d1es are-. dellvered through

interest subs;dles_ln material loans;‘plot loans and

room loans. The various subsidies in Dandora were

given so that'thevtargetted allottees, who wereylow

income groups earning between Kshs.'280—650_per month |

would be able to afford buying the plots‘and.in
developing’them. If such a951stance was absent the
purchasevof'the plots and the cost of constructlon
would have been hlgh making the plots to be

: affordable only by the hlgh -and mlddle income groups.

" Conclusion

. From the evaluation of the subsidy programs -
in Kenya, it is shown that the principal forms of

- subsidies are those in public'housing‘programs,

employer housing, and owner occupier housing. Within
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these'prineipal forms other forma are found. As in
public hbﬁsing.programs, the forms in existence are
local authority.rental housihg and tenant-purchase
schemes. 'In'ownet‘occupiet housing pfogtams,

the forms of subsidy existing‘are owner occgpiersv‘
tax exemptions, staff mortgage schemes, housing

bonds and site and service schemes.

In the'above/programa,'the various:formsh
of subsidies, subsidy amounts, target groups and
other related factors were discussed. 'It_isjevident-
from the analyeis that most fotﬁquf'subsidies |
in existence benefit the owner occupiers more than
'.the tenants. There is discrimination in the amouhts
of . subsidies delivered to the Various'income groups.
0f all sub51d1ed programs in Kenya (Inthlsstudy) 1t13<xﬂy
» the Dandora pro_']ect that was spec1f1cally des:Lgned
Vfor the low income groups The re31dents of the
Dandora progect were interviewed to find out to
what extent the subsidy reached the target group,
the behefits and effecta of such a scheme to its
‘residents, and other,issuesifelated to the
appropriateness of subsidies delivered through site
and serVice schemes to the low income'gtoups It is
’from the field analysis in chapter four that the

by

above issues w111 be addressed and hopefully answered.



- 128 -

" . FOOTNOTES

Agency for Internatlonal Development ‘Kenya

Shelter Sector Study and Aid's
Experience. Office of Housing,
Washington D.C., Nairobi 1979
p.1l4. | o -

Mwanlkl & Assoc1ates, Task Force on HouSLng 7

~ Policy. Ministry of Works, Hous1ng_"

‘and Physical Planning (Kenya).
Civil Servants Housiﬁg Study-

~ Nairobi, February 28, 1987.
p. 5-6. R

Republic of Kenya, Report of the Commission on

 Inquiry (1970-71), Central Bureau
of Statistics, Nairobi, p.246-241.

w.J. Gray; A guide'to income tax in Kenya.“

Longman Nairobi, Kenya, 1984 p.29.

Republic of Kenya, Income Tax Cap 470 Laws

of Kenya. Government-Printerf,‘
Nairobi. 1979. p.26.

'”/Barclays Bahk; Staff loan Schemes;* Nairobi:

 Moi Avenue Branch. May 1986 p.2.

7Republic of Kenya,"Ihcome Tax Cap. 470.p;139. :

1

Mwanlkl &Assomﬁwe% Civil Servants Hou31ng Study_e

p 5.

Ibid., p. 25-26.



10.

S11.

12.

- 13.

14.
15.

16.
17.

18,

- 129 -

John Ersmich, Family Income Support Part 3.
’ Housing Finance, Who Gains?
Thetford and London. Policy:
Studies Institute 1984; p.50..

-

USAID Umqla Phase- II proiects Draft Cash Flows

2nd Revision. Nalrobl July 1985
p.10-11.

UNCRD Reglonal Development Dlalogue Vol 7 No 2_
' - Autumn 1976. An Internat1onal
Journal Focu51ng on Third World
Development Problems. :
United Nations Centre for Reglonal
Development Nagoya Japan,/p ll

Tbid., p.  7-8. T

Senga, Ndeti and_Associates.' Monitoring and
: Valuation Study of Dandora Community

Development Project for the'Government

of Kenya. 1977 Vol. iivp.ze.

Ma21ng1ra Institute, Formal and 1nforma1 flnance
' in a site and service. progect,
- in Kenva. Nalrobl, Kenya, 1983.
p. 38-39, | R

'Nairobi City Council) Status Report lst Quarter -

1985 Housing Development_Department
p. 9. '

, Status Report 2nd Quarter, 1985
p. 8-9. '

S )
.Mazingira Instltute, Formal and informal flnance R

,in a site and service project
in Kenva. p.36.

NN L




CHAPTER FOUR
CASE STUDY
Introduction

in the previous-chapter the varidus'subeidj

programs in Nairobi'Were.ahelyeed{' HoWevér{ithe»
recipients ofﬂthese'schemes.were not‘interviewed

so ae to verify the implication of the'subsidy Ih |
;thlS chapter, the effects of sub51d1es for the urbaﬁ
poor are hoped to: be derived from the fleld survey
analysis. In a few prOJects meant for low 1ncome 
groups,'arleakage of benefits has been found to .the
vmiddle_and high income'groups., Froﬁ‘the‘analysis

of the field data, it will be possible to find out
if this is_the~easé in PheeevII‘area‘II ef Dandora.
To assess the effectivenees of any scheme be it

subsidised or not, it is important to find out if

the objectives on which it'was'based have been fulfilled.

: i

The (objectives for the Dandora project are presented
in,the next section. Furthermore,‘the allocation
of the plots determines to what extent the target -

groups benefit from such a scheme.

’Sqﬁatterfupgrading-and site and eerviceheppreaches
have emerged during the last two decades as the most -
widely adopted methods for the improvemehteof |
,eﬁieting'élﬁms and squatter settlements,and proviéion
6f-low cost housing. Low cost hou31ng is deflned

as hou31ng "which the low income groups can. afLord

B e S e 4 i T TR
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 that is, mhich does noteeXceed 25% of one's monthly
\"income to build or to buyll In vchapter one of this
study,'site and service and squatter upgrading‘
scheumshave'been defined. In:any upgrading scheme
it is recommended that most';tructures should'be

retained and“familles should be given opportunities

. to 1mprove their structures

In site and Servicevschemes the site'may be
the only component‘proyided‘with infrastructural
services as in the cases of Kayole and,Mathare North
_in Nairobi. In others;‘a wetcore is'built'which the
~ allottees are to'expand using the materials.loans:
ugiven as in Dandora project discussed in chapter three.
-The site and service approach is a spec1f1c method
n.of prov1d1ng aided self-help It received 1ncreased

.

recognition in the 1974f78 development plan2 as a
'realistic approachAtovmeet’the residential needs'of
a‘Significant portionfof the urban population. These
‘two approaches are 31gn1f1cant in the prov1s1on of.
low cost hou51ng to the urban poor who form about
62.257 of the urban population. They do not enjoy
subsidies through employer hOusingvor_owner occupier
~housing as they have low incomes of thelranges/ofl

Ksh.0-2,000 per month and the majority of them are

unemployed or in the informal sector. Those'in formal’

sector. are in most cases not sub51dised as the employers

N

o=
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concentrate on the’middle and high iﬁéome'groups in
their establishments. This is evident from chapter

three under the subsidies in'employer housing.f '

In site and service prqjéctsvsuﬁsidiés,may
or may not exist. IﬁiDandOra, the subsidies that : : Z}A»
éxist»asvdiscussed in chapter'three include'sﬁbsidies’
in site preparation, infrastructural'facilitiés,:

technical assistance, plot loans, material loanms,

roomvloans'and revolviﬁg funds (welfare funds).

Objectives o .
‘The housing development department (HDD)’was

created in 1978 as it was recognized that efficient -

o

- - pd

implementation would.require,évhigh level of
authority both to make the hecessary decisions and
ﬁq attraéﬁ,qualified‘étaff to”ensufe efficient
'iﬁplementafion'ofvphefbbjectiﬁes'in‘this project.
:Tﬁe;ﬁbD ﬁad to meet the'foilowing_objectives3 as-
outlined in the project agfeement‘Between thevrelevant’»
agencies | hn | ‘

| ,é) | ?o prépare and éervice‘6,000 regideﬁtiaiv
.plots of 100 - 160 m? each, with indiVidualkwaterL» 
and,sewérage connectioﬁs, écceés‘to;roéds,security,'
‘ street'lighting:and refuse collection-services at-" 

“an estimated total cost ovashs.le,OO0,000.‘
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By To construct the following wetcores and
demonstration houses for the'serVicef plots:;‘;
i) Opfion‘A: :3870Vp10ts with wet cores
 (toilet and shower) on plot sizes of 100;_
120, and 140m? at an estimated capital
qcost~ranging from KSh. 6200-7100 per
. plot. d '
.« ii) Ogtioﬁ,B.  18007ploté with wet cores
| ~ and 1 kitchen and store on:plot'sizés

100, 120 and 140m? at an estimated

f

capital costs ranging from Ksh. 9500-10;600'

Tan

per plot.

iii) Option C. 300 plotS‘wiﬁh wet cores,
ki;chendstore éndillroom on 160m? plots .
at én'estimated cost of Ksh716,500'p¢f

~plot ?nd 30 demonstratiop'hoﬁSes to -
illustrate”housiﬁg for option'A and B
.plots. The option C ﬁlotsvwére‘sbld':

~ - at market prices.

c)  To operate and administer a materials -

'loans-fﬁnd_amoﬁntinglto Ksh: 30,000,000 to enable L

- plot tenants for options A and B to borrow appropriate*_]

amounté for bﬁilding materials required to expand
such plots to have 2 rboms_through'self-help

'

contracting.
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d)y To construét‘communal faCillties,including*~'

.6 primary‘schools;l2'health‘centres,Awith'dav care
facilities, 1 sports complex and 400 market stalls.v

'The capltal cost of these fac1llt1es was estlmated
at Kshs. 7 9 mllllon to be recovered through user

: charges and 51te value rates.

-

e) To construct trunk access roads to the
'project site, the capital costs estimated at Ksh.22;9_
'mllllon to be recovered through annual site value

rates from the users.

- £) ‘To ensure lmpartlalltv in the selection

,'of prospective plot tenants; who must meet at least

~.the folloWing eligibllity requlrements.

i) 'g,The total income at the time of appllcatlon
of the appllcant ‘and hls household to |
be between Ksh. 200 and Ksh.500 per month
ror Optlon A plots and Kshs 450 and

SR R ; Ksh.650 per month for'Option B plots.

}ii)‘}vProspectlve allottees to have llved in
| vNaerbl for at least 2 years lmmedlately
,prlor to hls‘appllcatlon for a plot and -

not own anv other residential property

!

in Nairobi.

. N




iii) -

iv)

It was essential that each allottee paid a

water connectlon dep031t of Ksh. 400'

'w1th1n 60 days of notlflcatlon that

135 -

Allottees family (epouse, if'aQY),”ore
children at the time of application'
and upon allocation of the plot have to

reside with allottee in the project.

Prospective allottees to pay NCC the”l

appropriatevfees for sewerage and

they have been allocated a plot.

small dep051t of Ksh 400 for the reasons - outllned

below -

1)

- 2)

3)

4)

It gives a sense of commitment to the

allotees

- It acts as a securlty for councll to

advance 1n1t1a1 materlals loan of the smmammnrm"

toallottees w1thout any valuatlon.

Provides cash flow for council to pay
debt charges to the government during

the construction of the: 'project.

Helps to recover some of the monthly -
charges owned by the evicted allotees

who cannot’be traced especially in the

'

first six months of the allottment.

’ i
e e ey oA e e %
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Allocation o : o L

| In 1976, 16 018 appllcatlons were processed
vfor the 6,000 plots in the flrst half of the year.

9,308 of these were determlned ellglble accordlng

‘hto the set crlterla. It was required by the prOJect e

‘agreement that allkapplmcatlons returned for
consideration must be properly veted and applicants -
interviewed in an effortto ensure that plots went

to the target group. By use of computer, ballot

T

'positions‘were established for the.eligible‘applicants'

for the 6 000 plots leaving the rest of the quallfled
,"appllcants on reserve lists. Phase\I allottees |

started moving on-site by November 1976. 54 type C

»plots in Phase T were sold at 28,000/= each to cross-

subsidise type~A plotsA,

Orlentatlon mettings for allottees were held

so that HDD could -

{ —

-a) EXPleln cleatly tohthe‘eilottees aboﬁt}
the project: |

h) Their personalvparticipation :

) Deparment's role and 7 |

d) The allbttees responsibility to the

projeets.
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The repossessed plots:ofldefaulting‘allottees
were sold in the open market to the highest bidders‘
in keeplng with the approved procedure of such
'repossessed plots . The allottees who falled to take
up their offers for a perlod of 10 months had their
‘plots allocated to the next allottees in the waltlng

/

- list with an understandlng that. whenever the former
‘came. . they would be allocated alternatlve plotsG.
"The above allocatlon was conducted 1n such a. way that

only the targetted group of_lncomesvof Kshs. 280-650"

per month were the beneficiaries of the Dandora project.

i~

o Field survey analysis

The field survey was undertaken on the residents

of Dandora Phase II area II. A sample of 107-of the
plots was taken for this field surveyr 0f the 180

plots surveyed, about 19. 4% had the landlords. living

on' the plots while the other 80. 67 were 11v1ng elsewhere.

(The sampled plots shown in Appendix 4- 1 were the ones
occupied only by tenants). The breakdown of the plots,
in survey was 58.3% Type A, 34.5% Type B and 7.2%
Type C. To show the differences in rents, incomes

~ and other characteristics of the allottees since’the
owners of these plots were supposed to be those within |

the income ranges of Kshs.280-650 per'nonth; it was

necessary to undertake the survey of 7. 27 Type C. plots

as thlS had been sold in the market so as to compare’




the rents, incomes of the tenants, size of households
with that of those in Type A and B plots which

had been subsidised.

Type C Plots

The room numbers in.TypejC_plots_rahgeitrom_
-5 rooms to 15 rooms. This is hecause the_owhers had
mohey and since'theybhad hodght the plots at the
market, they wanted to max1mlse thelr proflts

by bulldlng more rooms whlch they could let out.

‘Of the Type C plots surveyed all had absentee landlords.v'

15 47 were storeyed while the others were generally
built of better materials and of varylng plans than
those that had'originally.been'ihtended. .This is |

a elear'indication that the‘owners of Type C

plots had ehough funds to'construct their.buildings_r:
in one stage rather than the stage by stage -
-bulldlng for Type A and B plots One example of -

g the plans. that were- supposed to. be used for Type C
plots is shown in Appendlx 4-1. The rents charged f

for Type C plots are as shown in Table 4= 1.
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N\

TABLE 4-1 RENTS OF TYPE C UNITS .

RentKgﬁzlmonth - Number of Tenants Percentage Rents.,
‘Less than 100 N - : -
100 - 200 | 1 7.7
201 - 300 3 23.0
301 - 400 5 _ 38.5
401 - 500 2 15.4
501 - 600 2 15.4
 _“over 1000 e ‘ <\\ S -
Total . i3 | 1007

Source:'Field'Suryéy December 1986

Althoﬁgh type C plots:had more rooms than type A and
B, there is‘no»relationship‘between the_numbér of
vrooﬁs and rents charged.: Most of the rooms até gdiﬁg
for rents of'Kshs,.301-400,per month, aélshowh“in ,

Tabie 4-1.

. ~
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TABLE 4-2 INCOMES OF TENANTS OF TYPE C PLOTS

Amougghger_honth Number of tenants: Percentage
100 - 500 | - e -
501 - 1,000 | 1 7.6
1,001 - 1,500 5 38.5
1,501 - 2,500 | 5 138.5
Over-2,500 | - 2 15.4

- Source:’ Field Survey,~Decemher‘1986

" About 77% of type C tehahts\had incomes of between

Kshs. 1,000 and 2,500 per month. Therefore, these

- tenants could comfortably afford the rents charged,v

for these rooms/house.

Analysis of Type A and B residents

' From the allocatlon procedure, it is. clear

‘that some landlords were allocated the repossessed

plots.: These are the landlords who,got_the plots -

‘after 1981.. However, these could be the landlords

who‘bought the plots from the initial allottees and

therefore may not necessarily‘be the‘target*group4
ThlS -can only be verified by their 1ncomes and by

know1ng from whom they got the plots.
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TABLE 4-3 DATE OF ALLOCATION OF DANDORA PLOTS

‘Year. Number of landlbrdé - '.Percentage‘z

1979 17 48.6

1980 9 25.7

1981 5 14.3

1982 1 2.85

1983 1 2.85
1984 1 2.85 |
1985 1 . 2.85

.

Soufce:'Field Survey ;Depembef 1986

From the above table those who got the plots after -

the official aliocation aré li.&Z. The sale'ofAthei'

plots to other individuals is usually'not reported -

'_to the HDD. 8.6Z.of'the,landlqrds said that they

bought the plots from individuals while”the rest'got

- them from NCC through HDD. - From the data collected

from the HDD office, no reports were given of these

-sale. vThérefore it would be difficult.to verify 'which‘

landlords were not within.the target group.

\
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y ‘ -

- However, as regards the former places of their

' re51dence, 407 had formally 11V€d in Mathare and ;

Karlobangl while the remalnlng 607 had llved in other;"’

squapter

vand slum areas. 757% of the landlords had

been tenants in their former places of residence, =

’ whlle 8.67% had been landlords,

11.6% had lived'with'

frlends and relatlves and the other 4 8/ had been

squatters.

- Mathare, Kariobangi and the other s:quatter and slun areas benefitted

_Therefore, the 44.87 who had llved in

from the Dandora Scheme‘since‘in'Dandora there is

better and improved shelter.

The 8.62 who had been = -

landlords are questionable since in the objeetivés'

/" of this project,

~.

Nairobi.

the allottees Who\dualified had to

be those who-did’not own any other residence in

The 70% of the landlords who had been

tenanﬁs before coming to live in Dandora had been

paying the rents_shown*in Table 4.4 below.

TABLE 4-4- LANDLORDS RENT IN FORMER PLACES OF RESIDENCE. -

~

d,Rent‘perkmonth Kshs Number'of'landlords “Pecentage -
Belowv100 . 9 36
100 - 200 7 28
. : N
201 - 300 A 16
301 - 400 1 4
401 - 500 2 8
Over 500 2 8.
Total 35 1007
Source: Field Survey: Decemberll986,‘

-
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‘:The’majerity of theblahdlords,aboutéSOZihad paid rents"
of upte Ksh. 300 per month in their~former.placese

of residence and only 87 had ﬁaid over Ksh. 500 7

- per ﬁonth,-lThose 87 could be the ﬁntargetted»groupe'“
since the‘maximgm incomes for one te qualify had,been,

Kshs. :650 per'month'and it would have*been unlikeiy:

that a household with an income of Ksh.650 would

- afford to pay rents of Ksh. 500 per month- muiat ‘the "same. o

time meét other basic. requlrements with the. balance of only Ksh 150

Most of the tenants have'moved to bandora"afterv
1983. It took the targetted landlords sometime before
- they could constrdct more rooms for rentals. ~This
f’jexplains why the tenants occupied\their present units .
”after.1983. The-former residerice of the tenants |
;showa that 507 had lived in Dandora before eecupying
present houses. 347 of the rest had lived in other
low income areas in Nairobi while the ether Sthad .
1ived in middle inComevareae such as Buru,Buru,'Ngara;’”
Doonholm and others. 'HOWever, 107 of the,tenantelb |

had come from other towns.

787 of the tenants had rented accommodatlon
before occupylng the present rooms, $20.67 had been -
llVlng with friends or relatives while 1 47 had been,
’ squatters or hqused by the employers. Table 4-5

shows the rents tenants paid in their former places.




of residence vis-a-vis the present rents.
- 4=5 about 657 of the--tenants had paid rents of . uptO"

Ksh. 300, whlle at present57 67 pay rents of upto -

| ‘fl-.:l‘l;l&{ -

:Ksh 300 shown in Table 4- 6

TABLE 4-5 'TENANTS' RENTS IN FORMER PLACES OF RESIDENCE -

From Table,f

~ Rent Ksh. p.m. ‘No. of Tenants Percentage

Less 100- 2 1.5

100 - 200 32 24.3
201 - 300 52 . 1 39.4
1301 - 400 22 16.7
" 401 - 500 7 5.3
501 - 600 10 7.6
Over 1000~ 4 3.0
 No rent -3 2.2
Total 132 1007
~Source: Field Survey December;l986
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TABLE 4-6 TENANTS' PRESENT RENTS

, Rent Ksh. p.m. No. of Tenants | Pefééntaéé'
Less 100 ' ' -
101 -200 - | 20 . . 15.2
201 - 300 | 56 Ch2.4
301 -400 | 46 - TR
401 - 500 S 2 I -
501 - 1000 o . -
Over 1000 | - | - s
'j;,TTotal | 1 132 1007

Source: Field Survéy Deéember:l986

At the time the tehants’moved to present houses 16;22"
were paying rents of Ksh. 101-200, 50.8%, 201-300,
128.37 301 - 400 and 4.57 rents of Ksh. 400 - 500.
 This shows that rents had increased as there are more »
tenants 6.77 paying Ksh: 301L400 and 0.8% paying

401 - 500 than before, 137% of the tenanté moved to
present houses .due to loﬁer rents, 8.27 due tor
vconveﬁiénce'to'place of work, 4.8Z_due_to imptovedi

| infrastructural facilities and.serviceséhd 27 dﬁe 

to availability of community facilities. The other 727
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had moved to present/plots for various~reasons. The -
reasons 1nc1uded were 31ze of rooms, privacy,

Vsecurlty reasons and to be near frlends and relatlves

SS.ZZvof the tenants paid rentethat included 3
'Water eharges;ﬂé.lz paid'electricity,separetely from
rent whilelh;BZ‘pay water senarately. The other 35.97
Z-Ipald rent only whlle the 1andlord paid the water |
and electr1c1ty charges : Table 4-7 shows the percentage

'of tenants' opinion of rents pald.

VTABLE 4-7 TENANTS' OPINION OF RENTS

I'/ . ™~
‘Opinion ' No. of Tenants v Pecentage:
Too high B VA 10.6
High : 68 S sl
Fair . | . 4 - | 334
.btheré'r“ v B - 6 ;,",  4.5
Total . | 132 | "100%

‘ Sonrce: Field Survey December 1986.

Therefore the majority of the tenants find the rents
they pay in Area II to be-high | This shows ‘that 62 17':
of tenants are d1ssatlsf1ed with the rents -they pay

'

whlle the other,37.9m ftndvthe rents to be falr. The -

T A:x%i‘__w
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rents paid’inrDandcra were high_althcngh the'landldrds

had been subsidised.” This is because of the high -

"demand for such rooms for the low income groups in

Nairobi.

The maximum amount of rent that a household :

“can pay reasonably should'not be more than ZSZ of |

are shown and the calculated rents that they should o

“be paylng assumlng that the maximum rent paid should:

be 257 of the.monthlyvlncome.

e TABLE 4 8 TENANTS SALARIES AND RENTS TO BE o

PAID PER MONTH

one's income. In Table 4-8 below, the tenants 1ncomes

e . S e e 3 ST

:Salarngﬁt.month' No. pf tenantsv' Percentage gg%tésﬁ?
100 -5000 | 13 9.8 | 25 -125
| 501.--1000 | 52 | '39.4AE'1"125 - 250
1001 - 1500 oy ;45 | se1 | 250 - 375
Cso1-2500 | 19 | 4. | 375 - 625
Over 2500 ’f ‘ .3 S T 2.3 - | 625anchﬂ'

 Source: Field Survey December 1986.
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In ealculation of rents to‘be.paid “the. lowest‘ﬂ

and thevhighest amounts‘are use&' From Table 4- 8, the
tenants with salaries of between Kshs.1000- 1500 per
month are the ones who can- afford to pay, the other'
'49 27 w1th the income range of Kshs. 100- 1000 per month'
use more than 25/ of thelr incomes for rents 51nce the,~'
rents in most plots 1n‘Dandora»are over Kshs.250-per’
month ’Thé other 16.77 with‘incomeq ovachs 1500 andk
over use less than 25% of ‘their incomes on rents
‘However, 15. 9/ of tenant households have addltlonal
sources.of income which makenlt easier for them in »
paying the high rents.b Therefore, although'the~1andr:.
,}1orde invDandora have been'snbéidiseﬁ,vthey.etill
A‘4charge market rents (seme as rent charged in other'

_unsubsidised housing units'in Nairobi).

The 1andlord9‘had-incomes ranging'fromiv e

'Kshs' 500-2500'per'month The sources of income

- ]1nclude, the salarles of household heads, 1ncome from

euifsublettlng .and from other sources. .Table 4e9vbelow »_;h

, 111ustrateq thls

' TABLE 4-9 LANDLORDS MONTHLY INCOMES -

| Amount per | Salary .| Rental Income | Other Sources
3Month KSh'_ No. % 1~ No. /AN - No. - 7
2100-500 40 - 3 10.7 | & . 23.5
501-1000 8- 22.8 17 . 60.7 4 23.5
1001-1500 10 28.6 8 = 28.6 b 23,5
'1501-2500 |9 - 25.7 - 2 11.9
~Over- 2500 |5 14.3 - ‘ - R R
Unpaid 3 8.6 - -3 "17.6
' Total . |35 1007 | 28  100%Z | 17 100%

" Source: Field.Survey December 1986

}
!
b
i
1,
I
(i
i
;
]
1
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" The unpaid include those unemployed and retired.

From Table 4;9; 77.17% of the landlordsihave salaries

. of Ksh. 501-2500 per month. The 14.3% with salaries

' of'over’Ksh 2500 per month do not belbng'tO‘the 1owr'

~income group deflned in thlS study as those w1th1n .
fthe 1ncome range of Ksh. O 2000 per month Furthermore
"v89 3% of- the landlords receive a monthly 1ncome of B
between Ksh 500-1500 from sublettlng When the,: :.v
- incomes from salarles, sublettlng and other sources
rare added the 1andlords “incomes w1ll be found to ~;f

be over Ksh.v2,000 per month. Due to the scheme,ﬂ;;.

. some landlords have'been'able to start informal

.

" businesses as in food kiosks, carpentry and others

"whichohave increased their monthly incomes.

| From Table 4- 8 the tenant households recelve ,1
ffhlgher salarles than the landlords. Thls 1s shown ~1l”
v'by the fact that 73 52 of tenants have salarles of
‘between Ksh. 501 1500 per month whlle the proportlon-l/
'iof landlords in the same 1ncome scale 1s 41 47. Thls ;t
is because the tenants d1d not have to belong to the ll‘

bflnltlal ‘income ranges of Ksh 280 650 per month

--_;'Furthermore, .some of the 1andlords could have mlsstated;

,thelr 1ncomes so as to flt naturally 1nto the levels,

that had been set.
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Household characteristicspj

~ This part presents the detalls regardlng thef S
';characterlstlcs of households in Type A and B plots.

- Included here is the size of the household, oc:cupat:t.onsA‘i
'of head of- household, and other household characterlstlcs
One of the allocatlon crlterla was for the Dandora /
allottees at the time of allocatlon to. have been 11v1ng7

t1n Nalrobl w1th thelr famllles From the fleld survey,
‘dthe landlord households are larger than those for -
\‘the tenants, the average household sizes for landlords
’/andptenants are 7 and 6 persons per household—‘ |
v»;respectively._ | k
in‘1986 457 of landlord households had 5

' persons or more: whlch is. sllghtly more than at the

vtlme of allocatlon | In 19787 in' Phase I the average

‘l"household size was 4 5 persons although ‘the number/,',*p'

| thof 31ng1e person benef1c1ary households was. 14 27 i

in ] Phase II in 1986 as opposed to 227 in Phase I
:Thls‘could be' explalned by the fact ‘that most of

“the. dependants at the. time of allocatlon have gone'v'

| ”'fto live on thelr own. Table 4~ lO below shows the

'landlords and tenants household 51zes.
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TABLE 4-10 LANDLORD AND TENANT HOUSEHOLD SIZE

Eggzehold Tenants | Percentage Landlords | Percentage
1-3 64 48.5 11 31.4
4 -6 48 36,4 6 17.1
7-9 15 11.4 14 40
Over 10 PR 3.7 by '11.5
Source:'Field’Survey December 1986

Therefore about 84.97% of the tenants household hasv
upto 6 persons per household whlle 48 5% of landlord

.

/householdslmyeupa>6pmxmnsand 407 7 9 persons per o

household.whlle tenants have 11. 47
Most of the. landlord and tenant head of households'
are found within 1nformal occupations. This forms
81. 8% of the tenants and 51.47% of the landlords
1n lnformal occupatlons Therefore most of the

Dandora 1e51dents are in 1nformal occupatlon From

.Table 4-11 there are more: 1and]ords who are unemployed
: and retlred formlng 11. 47 as opposed to that of |
'Lenants, which is 3%. This 1s because the tenants
incomes are not cons1dered 5\ long as they can pay

thelr rentst
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OCCUPATION OF TENANTS AND\LANDLORDS-

"~ TABLE 4-11
Oécupation Landlord 7 Tenant | %
Formal 13 37.2 20 15.2
Informal 18 51.4 108 81.8
.Unemplbyed a _
or retired 4 11.4 4 3
Total - 35 100 132 | 100

- Sourée:; Field-Sufvey December 1986

. Target groups

-+ -The fargetted allottees were to be those with

mohthly'incomes of Kshs. 280-650 per month. From

LN

the landlords incomes iﬁ’Téble 4-9, only about 22.87%

had incomes of upto Ksh.-iOOO per month. If the

assumption is that their incomes have not increased,

in the last six years of their occupation of the

' Dandora plots, then it is only fhe-22.8 %# who are

in the férmeriy targetted income group. Furthermore,

’/'

", .at the time-‘of plot allocation.

. some allottees may not have given the correct incomes
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From the rents paid by the landlords in the
former places of residence shown in Table 4-4, it
is clear who were the target groups assuming in

those former places they had nald maximum rents whlch

were 25% of their incomes. Thus form Table 4-4,

it is only 641 of the landlords‘who were the target

group. These could have only afforded rents of,upto'

“Ksh. 200 per month.- The ..date of allocation of

plots to landlords is another indication of the target

groups. The area II plots had been allocated upto

- 1981. Therefore, those who occupied and were allocated
- the plots after 1982 may not belong to the' target -

\<groups “"Furthermore, these transactlons were between

-

former allottees and new allottees and were not

reported to HDD. Thus from Tabie 4-3, 8. 557 allottees

- occupied thelr plots after 1982 and thus it can be

assumed that some‘of these.were not the targetted

group. 8.57% of the landlords had bought the plots

from individials while the other 91.4% had been -

allocated plots by NCC. It is from the.8.5% of

the"landlords that one m%y-find landlords not:in_the

' target group..

The last indicator of whether the landlords
were the tafgetted ones, is from the tenant

survey. = Of the 1nterv1ewed tenants,

997 were of the opinion that plotlownership had not .
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éhanged éince théy pay rénts to the same persoﬁ.

Howéver, this is not a conclusive indicator sinée

some tenants had lived in the‘plots for less than
~ two years and in other cases, it is the agents of :
v-_ " the 1andl§rds who receive the rents.,,Fufthermore,_
it was diffiéﬁlt.for tﬁé tenants to know whéther
their landlords were the original ones or not.
.Table-4-12 shows ?he'places of the residence of the =
absaﬁaﬂéndlords'és,giyen b&(taumts.Theré was however
ﬁb Way of counter-éheckingffﬁevplaces given. .
© /TABLE 4-12 PRESENT RESIDENCE OF 'ABSENT LANDLORDS

N

-

Place of residence | No. of Landlords: Percentage - -
Dandora “ o - 10 - 7.5
Rural areas v . 39

. 29.5

Other low income

areas | 21 | 15.9
Middle income Cno |

~areas : 'ﬁ 34 ~25.8
- Not known 28 21.2
' Total . 132 1007

(N
L4

Source: Field Survey 1986 December
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7.67 of landlords lived in Dandora, but not
in their plots. These could be Llendlords in their
places of residence but acfing as egents of absent
landlords not living in Dandore.t'However, they could
be thoseﬂwho'own more than one'plot since it is i |
3unlikely that one.could_let outvall‘rooms in his plot
'andlbecomeva Eenantin the same area but in a different
plot. 29.9% of the iandlcrds in the rufai area could'
have been the untargetted group as’ in the allocation
crlterla, its- those/hho had 11ved in Nairobi and were
‘going to live in thelr plots chat were allocated the‘
'plots, or else they could have acommﬂated enough money
I/from sublettlng or retlred and chosen to go back to-

'*settle in their rural areas. The 28.87 landlords

/ i:'living in middle'income areas couid be those who had

gotten plots throughnnssunnng theii incomes, or .
bonghtlthem from orlglnal allottees and hence may‘

' not'be.the target group. There could be a few who‘
haye;gone to Fhese middle income areas to live with
~ relatives so as to be able to snbiet all the roome

- in.their plots for maximu@”profitei |

.
o
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The conclusions drawn from Table 4-12 may
not be accurate since it is based on the ténants
knowledge of the residences of their landlords. As

an éxample, some of the 28.87 1andlordsv;iﬁ middle

‘income areas could be relatives or friends of the landlords

aCfiUg.;‘ as_their~agents‘in cases where fhe landlords

no longer live in Nairobi.

" From the daily newspapers, Dandora plots are.
‘often advertised fdrlqale. -These plbts are sold at

market-priCes to those who can afford. Hence the .

landlords 1iving:hfthévmiddle income areas could have .

~ bought the plots inthe marketién@’hénce'tﬁéf are

- not the target groups.

Sources of finance, extensions and improvements

Fof?thé initial deposit for thé plots, 71%

of the landlords used th;irnpersonal savings while
'Fhé'ptherv29z used loans from fr{éﬁds,‘relativeéfand
éﬁ;loyers. Loans from friends vafied‘from B
.Ksbf100—1000. The‘mode ?f repayment was as per
agreeménﬁ between the vafioﬁs pafties involved. The
allottees generally found what they'initiélly paid
to be reasonaﬁié given the fact that they Were'giveh
plots and ldans to bhil@’later.r At the timé of the

interview, there were no outstanding loan amounts

.

which were unpaid.
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earlier in this chapter.

The 1andlords got material loans anoutlined‘
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fﬁAlthough

amounts glven at various stages not enough for

construction, this went along way in aSSLStlng them
in plot consolidation. |
he NCC took long in advancing the loans to them Wthh
42.9% of the

way of financing since they had no other sources of

funds . and were not in a p031t10n to get 1oans from -

elsewhere.

' Ailithe iandlotds'interviewed had used the

However,

at the tlme of the fleld survey.

plans to be usedzne found in- Appendlx 4-2 and 4-3.

2.857 found that

- resulted in delays in construction.

TABLE 4-13 EXTENSIONS AND IMPROVEMENTS |

they found the -

“landlords found_the material ioans to be a satisfactory

/1oans‘for extensions and improvements‘of the houses.,

Some of the type

_Table 4~ 13 shows the rate of 1mprovements and exten51ons

| | |
meengions N e | % | wrovmnes | v | 2
1 room 6 I~ fl7.1 Painting o1 | w0 |
erooms 17 48.6 | - Fence 18 Si.#
'3vroom$ ‘ | 6 ¥7,1 Gate 17- 48.6 d
4 rooms ~ © 5 .| 163 | Electricity| 4 | 2.9
5 rooms 1 2.9 | Floor Finish| 1 il.h
Kitchen R 11.4 'Plasteting -
' ' “water 1 17.1

Source:

Field Survey December 1986



!

- 158 -

Kitchens were extended:together with other rooms.
‘Some improvements were combined,vsuéh as fencing -

and fiking of gétes, painting and plastering and

others. This resulted in the total percentages in

Table 4-13 amounting to more than 100%.

- The sources of finance for the extensions and

'improvements varied. 61.437 from cooperative loans
and 307 from personal savings. Furthermore, money
- got from-room'loans and’welfare‘revolving fund were

¢

used..

In the plots occhpied by tenants, only-37.2%

of the tenants said that improvements and extensions

had'been uhaertaken:ﬁhile tﬁey were living in the
plots.f.Fbr the other 62.87 no improvements and
.ektengioﬁé had B;en'undertaken since they'occupiéd
kthéir'éfesent rdoms.. This may be explained‘by thé

fact that about 707 of the tenants interviewed had

" occupied the plots after 1985. 1In those blots that

extensions or improvements had been undertaken,

227 of the tenants had their rents raised due to the

e
improvements and the extensions. The increment ranged

from Ksh. 10 to 150 per month per room. Despite

" the increase in rents, the tenants favoured the

: ¥
improvements on their plots.
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Building Groups

These are registered societies with about lO-ZO
members. Community deyelopment workers in‘HDD
encouraged beneficiaries to form self-help building
groups since this was the'only wa§ in which the poorest
groups who had no other sources of incomes or loans
could bu1ld. In phase I, there were 14 building groups
with a standard contribution of Ksh. 50 or 100 for
the members8. fxﬁ the Study area, only‘22 87 had joined
‘the bulldlng groups. (The requlrements, performance

) and changes 1ntroduced so as to maketbese'bulldrng :

: groups operatlons to be successful are as found in

"\_ the formal and 1nformal sources of finance of a 31te

9 All the landlords 1nterv1ewed

and service scheme
who had JOlned the bulldlng groups were no longer

memberst; Some had benefltted while othersleft after
they realised that their'groups or others in Dandora

‘were mismanaged.

Conclusion

"""" From the data axﬂysed it -can be assumed that
I\
there has been an impact on 11v1ng standards of Dandora

‘1 residents due to the subsidy. This will be dlscussed

. intnext'chapter on flndings from the field survey.
. oy . :
The landlords who are selling their plots now are

getting upto Ksh. 150,000 for a 8 roomed plot, and

'
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Kshs. 95,000 for a & roomed plot10 It is;difficult
to know the number of the allottees who sold their
plots. This is because, the buyer is requlred to

pay for the outstandlng loan amount if it was durlng
the grace period, the allottees were off1c1ally

not allowedﬂto sell their plots. Therefore, buyers
and allottees come into legal contracts in sale in

the presence of a lawyer. The buyer keeps qoiet uﬁtil
theboutstanding loan is paid orrthe grace period is
-orer. It is at this time when the buyer may choose

to notify Lhe HDD off1c1als that he is the new owner.

In most’ ‘cases they do not evenlxnherto report

Some.plots which were de51gned for re31dent1a1
purposes have been converted to commerc1al use such
as bars, boardlng and 1odg1ng; hotels,shops and other
activities. Thls is clear because they are not

situated in areas set aside for commercial premises.
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" CHAPTER FIVE

CONCLUSION AND RECOMMENDATiONS

_ Main«findings

In this final chapter, the main findings ofﬂthe study
- are discussed. The impliceriohsvof'the;findings are
deéoribed in relation to the generally accepted View'ofl
reﬁoval ofvminimising'of subsidies in housing. It’is on

the basis of this, that some recommendations are made and

areas for further research identified.

“The suocess ofvany housiﬁg subsidy program depends
malnly on the form in Wthh the sub31dy is dellvered its
admlnlstratlon and on a clear deflnltlon of the target
group Thls‘ls ev1dent from the literature reviewed. ~ The
,programs Whlch arevsuccessful in beneflttlng the 1ow income
groups are the ones dellvered through co—operatlves e.g.
Tamil Nadu, India and.eocialisr'couﬁtries, through squatter
upgrading and site and service programs. .These'programs
have béen successful to a 1arge”ektentvdue to proper
administration. This involves asseséing'the beneficieries
needs and ability to pay; such that each received subsidy

amounts .commensurate to one's needs and income, e.g.

Helwan Squatter upgrading program in Egypt

The subsidies in the. ngerla Government land -
'serric ing orograme for the urban hou51ng development
benefltted the high income groups, those w1th polltlcal

connections and the admlnlstrators of the program.- This
was as a result of hévrﬁgrhot c1early‘ioentified and |

defined the target groups in the above programs.
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In both developed'and develeping countrieé
the tax relief programs almost exclnsively benefits
the owner occupiers who.are usnallyrthe middle and
| high income groups. Thls 1nten31f1es 1nequa11ty in
-housing standards. The houses: for the high and |
middlev'income groups being of high standard compared
te thet of low income earners. Furthermore, the
" owner occupier subsidy increases with the households
income or with increases in the house prices. ‘The |
owner occuplers generally receive greater amounts

of sub31d1es than the tenants.

The pr1nc1pal forms of sub31d1es in Kenya

- are found in employer hou31ng, publlc lental scHemes,

~

. owner occupler programs and Slte and service schemes.

" From this study, the ex1st1ng forms-of‘sub81d1ng
'houéing/have been;fonnd to benefit the high and
-niddle income.gtonps more than the low income groups.
This therefore, preves tne<hypothesis of this, study

) to be cotrect. There are more’suneidiee for thei‘
'_hién and middle income groups than-for the low income
groups. In addition, thebeubsidised projeCts meantv
ifor the low income groupeﬂbenefit.the'other-groups
as well through leakagee.v InrDandora,vthe study
Vi establiehed that about 8.56 of the surveyed/nlots
were owned by people outeide the target gtonns.

Although specific figures cannot be given, it is
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clear that some of the ellotees\of the Dandora‘e
project have been priced out of their plots by middle
and high income groupé. One of the reason'advancedw
for this being that the target allottees' are uneble‘
to develop their plofs despite the materials loans‘
and technical assistance given.. Out of the sample:
considefed,.the study produced evidence that the

’ eiloeteee had other/priorities than that of being
“landlords and;hence chose to sell the plots as a
means‘of income ééneration They had other ‘needs
and hence sold thelr plots so Lhat they could- use

the money malnly for sub31stenee, clothlng and.
ieéncetion;f'A few of the 1anolords resold theirvplots
,vand'wentlback to?the,squetteffsettlements end shantyv\.

H

areas in the environs of the study area.

, .In the subsidised nrograms meant for middle
and’high income earners, the stuéy.esteblished that
fdiserimination'exists in the amounfs and distribution
'of sub31dy given to the employees in the same JOb
' graae and between dlfferent tenures. As an example,
in employer housing programs, employees'of the same
Job groupoccupylng the same size of house in the
‘same locatlans have been found to receive dlfferent

amounts’ of subqldles.' These differences may be due

to the units in ques tion having been‘constructed,at
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different times, or leased from'different lessors.
Steff in higher job grades recelve-greater subsidies’
than those in‘lower grades in the same establishments
“housed by their employees., For example, the senior"
civil servants living in goverment housing receive

as ﬁﬁch as'59.SZ subsidy whlle those in lower scales
'recelve as low as 18%. Furthermore, employees‘houSed
by employers were found to receive lower amounts |
of subs1d1es than their contemporaries in the same

job groups who are owner occupiers.

‘From the fleld survey,'lt is ev1dent that only
a small percentage of the low 1ncome urban poor benefltted

fronWim subsidies given in Dandora It is only in 207

N

of the surveyed plots that the 1andlords were found to
be 1lVlng in the1r plots , In the other 80/ thesplots
were wholly occupled by tenants. In such a scheme, only
~a few people can be given ownership’of the plots while -
‘the rest who are the.majority beoome tenants.v Furthermore
-not all the plots originally meaht for the target |
'groups were allocated to them. ‘This is because the
repossessed plots were sold to otherslat market rates
‘and therefore open to other income brackets. This

decreased the number of beneficiaries of the low income

cadre in tht scheme.



.lThe study brings out the fact that the living
 etandards'of the landlords both invoccupation of their
~plots and those who sold the plots have been raised due
“to the project. The landlords who sold thelr plots dld
so at the market prlces They made 'profits' in that
.theyvhad only paid relatively low sums of money as
ldeposite‘hut sold the‘plotsat the current market prices.
~ The landlords still in Dandora have additional monthly |
:incomes.from eublettingkuhich they did not have before.

* They saue on refts, they would haue‘paid if they were g

© 7 still in their former placeS'Of residence before moving

to Dandora. . The monthly rents per room in Dandora is on

average between hshs. 200 and 300. Thls is the samev'
a ~ ’ :

’

~amount of rent currently charged for rooms in other low
income houéing'estates not subsidised‘ It would be

expected that the rents in Dandora would be lower since

vﬂfthe landlords are sub51dlsed ThlS however. is not the

case due to the ex1st1ng hlgh demand coupled with a
llmlted supply of ‘such units for the low income groups

"whofform about 69.17% of the total urban populatlon in Kenya.

It can therefore’be concluded that the Dandora'
.hlandlordsfbenefitted fro%¥thie project at-thebexpense'of
the vubsidising authoritles and the tenants Furthermore,
ﬁ'untargetted landlords do so at the expense of the orupnal
?vallottees 1q addition to that of tenants and sub31dlslng

' authorlty, The various SubSldleS-tO the landlords made it
possible for the few landlords in the target groun to be the proud

owners of property which they otherwise would not have afforded w*thout

* the subsidy. They have more disposable income from subletting; money saved
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" from rents and from the "informal businesses" they
~started in Dandora. Most of the landlords can now
spend more money on other basic necessities than they

N
-

did before.

- The materials loans given to the allottees
lin'instalments.went a long waY“in makinglit possible
for the allottees to construct their units. They
.got a loan which they would not qualify for.from the
existing conventlonal f1nanc1al agenc1es Furthermore,
this loan was to be repald at a lower interest rate
whlch made -the loan amount to be repald less than -
it would have been with the current rates Whlch range”
‘jfrom 14-t0'19Zi Desplte the above, the landlords
~ felt that the loan amount was nOt adequate and was
"advanced with a lot of delays, In Phase II, the first

¥

7allottees;began constructiOn in l980. The materlals‘

“loans given"for one room for type B plots was

Kshs 3 200 and for type A plots Kshs 6 400 for one

- room and a kltchen. However, in 1980 ‘it costed about

'Ksh.mll,OOO'tovbuild one rooml. Therefore, thz materlals
loans7were not adequate. Theihuildfng superVisors‘

'had to inspect the work done by ‘the allottees before’
vmore loans could be advanced. There were few supervisors
-and hence it took long for them to 1nspect the progress
of most of the allottees i This resulted in.delays

in gettlng loans to contlnue constructlon. The delays
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not only affected the rate of construction but
also the cost of construction Since'prices of materials

and - labour = - kept'on rising.

From the survey, it was found out that the
vmode of advertlslng used for Dandora plots was
: not at the tlme absolutely -effective. 757 of
the interviewed landlords had learnt of the prOJect
through frlends and barazas'(meetlngs with chiefs
ond village elders), 157 through the doily ,
newspapers and the other 107 through the radlo
‘ In the recent low income prOJects ‘such as Kayole
- and Mathare North in Naerbl, thete have beenvmorof-
appllcants for these plots. .Fof,é;;mple,vin Mathare
North, there were about 50,000 applicants for only
1,500 ploté.. The Mathare Notth plots'were'édtertised'
in moreaorhless the same way.as Dandora. Although
there are perhaps more urban dwellets than thén,

/it can be concluded from the above that the public

is more awaro of the benefits ofvSﬁch_projects

: than beforé, It is however suggested that more |
| meotings should be held %ith the-public in low
| income areas to explainjabout these projects. It
is'atvthis initial stage,that they can be made
aware of the, long term benefits of these schemes"
and the problems the sdoceSSfuivallotteés are likely

to encounter.
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An inbuilt stability resulted\due to the

Dandora project which raised the allettees welfare.

"~ They were induced to join self-help building groups"
land start small block-making industries with loans
from the welfare (revdlving) funds. Those who had
no businesses before they came to Dandora stafted
.informal ones@ e.g. carpentfy, motor-mechanics, food
kiosks, vegetahle selliﬁg and others. This resulted‘
-in income generation and hence a start towardsvthe

betterment of the people's welfare.

‘~ Due to the hreject the orlglnal landlords

do not belong to the target group any more. In chapter"

’ /
.

four it was realised that 14. 3/ of the landlords have
monthly.salarles ‘of Qver Kshs. 2,500 per month. They
: ho longet belong'to the tatgetted ldw income btaekets.}
The ploLs allocated to landlords prov1ded a basis
for fulfllment of thelr goals based on current data.
This is why‘most of them choose to llve elsewhere
‘eséeéially return to the tural areas'(Zé.SZ). It is
. only 11.47 of the landlords who were ‘atisfied'with |
' thelr plots. Of the remalnlng 88. 64, 42.8% pleferred
belng glven a loan to buy land in places of their ch01ce
L and to bulld their own houses u31ng plans and materlals
“of thelr own*ch01ce. ThlS'ShOWS that these allottees;
were notvsatisfied with'the hlans and matefrials they

were expected to use ‘in Dandora.
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The‘subsidy inthé-meterials ioan, room loans
vand from the revolving fund‘facilitates the rate
of house consolidation. The rate of consolidation
of piotsAin Dandora was faster than would have been

without the subsidies.

“Although‘the tenants pay market rentS'dueyto
the high demand for such rooms by the urban poor
‘coﬁpled with a limited supply of the units, they
have benefitted from the subsidised project in that
they have improved intrastruetural facilities,

: COﬁmunitY'facilities and social amenities Such
/'~fac111t1es may be 1ack1ng in other low cost hou31ng i
prOJects. However, there is congestlon and over use
of'the gboéé facilities because the landlords have
‘built;many rooms which'ere”let to individual households.
The 1an@1ords 1iving elsewhere do not ﬁaintain their

plots. This was clear frOm'the comparison of the plots

'4wh1ch were solely occupled by the tenants w1th those

occupled by the landlords, elther wholly or partly '

The initial object%ye of_the'Dandora project
for type A and B allottees was to increase tbe housing’“x
stock" affordable by the low income groups ~ However,
: some plots have been solely turned to commer01al
use defeatlnk the or1g1nal 1ntentlon Some of these

are the type C plots or the repossessed plots sold

to others than the_ target groups. The others are
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the ones which were sold by the original
-allottees to the high and middle income groups who

wanted to make maximum profits from the plots by

converting them for commerical uses.

Administration problems in Dandora

From the data collected from‘HDD it was obvious
that problems assohiated with the administration |
faffected the success of the progect For any prOJect
to be successful in meetlng all the objectives on
which_it was based, it 'should be managed and
~administéfed in éuéh a way so as to meet the'objectives.

/Thé_prohedural problems2 relating to the approﬁéiﬂ
}iiof thé'plané teflected some lack htnappreciation for i
uthe verylloﬁ”cost housing schémés thét the urban
. poor téh afford. The overall 1aydut pléns andvhdusé
plans wére'not épproveduby t'sbme departments
of the hhﬁncil. .These departmehts had strongly 4
:maintained ‘ that the de31gn standards do not conform

to the p‘annlng and bu11d1ng code and the publlc health
act and therefore resultedv;n delays in the 1ssu1hg
vofitype plans to theiplot‘éllottees. Due‘to the delay
'1977;1980, the average an;ual rate of inflation in

2 Kenya'was 12%,. the price of the building ﬁaterials
5'rosé annually at an annual rate of 16%. This resuited

~in an increase in the overall construction costs of

as much as 147 per year. The HDD had‘éstimated the
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monthly charges of Phase II plots to rise over those
of Phase I by 307 due to the increases in material
prices, labour costs and in changes in the sewerage

way leave design.

During the process of issuing identification3
cards and keys, it was discovered that some allottees
had given false.information on the application forms.
Further'verification confirmedfthat these allottees
did not meet the allocation criteria. Furthermore,
although most of the shblea’seagreements4 were ready.
‘hy.l984, only awairing execution by the commiesien,
.most allottees refused to go for them desplte’/ ‘
/ihrepeated calls to them by HDD off1c1alo. This is

a clear 1nd1cat10n that the allottees could have resold

_,thelr plots and did not want to be discovered.

/

The'allottees have changed the original plans
shown;ulappendlces 4-2 and 4 3 by building on spaces
thaf had been 1eft for air c1rculat10n in the plots.
This has prevented cross-ventilation and further
resﬁlted in congestion. ﬁhgee landlords who have
built storeyedlunuwsvheve hot]only altered the plans
.and'inereased cohgestion of the4faciiities‘provided
iin;the project,\but also have left out wc/showers

which has restlted in heelth hazards due to too many

people'using what was designed for upto five householde.
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HDD ethunters'hroblems with allottees who have
converted their plots fot commercial purposes.'nThev\
World Bank had given loans so as to assist low income
groups to get accommodetioh in projeCts with Community
facilities hot for eommercial purposes; This defeats
the eriginal'objectives of such a‘scheme. Furthermote,
an area had been set aside for commerc1a1 activites

which was being used for the same.

Recommendations

From the Dendora projectvit was obvious thet
'“although the site and service: prOJects can. be a reallty
~and a v131b1e fact, they only benefit a small percentage
of the lucky low. income groups, ‘the landlords: 1If
the sub51dy for the 1ow income groups is to beneflt
most of them, it must be given in such a way so as
to beneflt the maJorlty of this group., Invslte and _
~service schemes only a few of the.urban poor population
'can-be landlords. hence, given that there can be |
no projects dfvsuch a size so that all the low iﬁeome'
groups become 1andlofds,tsiternative'strategies.
should be devised whichvmhuld.aner for the majorityv
who afé tenants. It would therefore bevmore effective
if local authorltles and other actors in house

v - .

dellvery systems put up more units solely for rentals

at low rents that can be-afforded by the low income

t
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groups. This strategypmay call forincreased

central government subsidization of local authorities
expenses incurred specifically on housing aimed
at*?benefitting ! the eran.poor. The site and
service project plots sold at market priees for
cross—subsiQisation, of the low income groups.should
~ be allocated a site away from the site meant for

the low income groups. so that it can be clear in

the iow income.projects if the plots have been

resold by observ1ng the type of houses put up. 1In ‘

- 31te and service prOJects, these market sale plots

keep on 1ncrea51ng from one project to another. As

;i “an example, in Dandora Phase I there were only 57

whlle in Phase II there were 20/ and in the Kayole'
| 31te and serv1ce prOJects in Nalrobl under the
second urban prOJects, there are 257. This shows
that more and more plots are belng sold to those
who can afford to buy. plots elsewhere instead of
belng restricted to the low 1ncomekgronps most
affected by the housing‘shortage.. Furthermore‘

in Dandora, repossessed or unclaimed plotsioriginally
‘meant for the low income groups should not be sold
'>1n the market as thls increases the numbers of*

: the‘middle and high income groups benefitting fron

the projects. These repossessed plots should be

allocated to other allottees in the waiting lists

t
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- whose conditions havé»not changed at all since

the first application.

The deléys in implementation and thus in
the allocation of site ahd‘service'projects
should be minimised so as to avoid the escalating
building priﬂce‘zs and inflation rates from adversely affecting
the allottees. To make the low income grqups afford
to develdp o their_plots usiﬁg the material loans,
. thelloans usuaily given in stages should be given
'in suchba Way as'po avoid long time lags between
} the.stages,-_The bﬁilding supervisoré shouldwmake
/' sure'that they are able to havé'updgted records
““on the pfoggess ofvthé allottees constructing;usiﬁg
thése loans_so'that as soon as one stage is.cqmpleted
‘the mbney is advanced for the next s;age. ‘Thié
will limit the delays and the eventual increase

in building costs which increases with time. Those who

administer the 1oans'éhould work bgtiﬁhb current amount of money |

needed to complete a room. Due té the time lag
betyeen the various staggs; the émbunts should

~ be adjﬁsted often so as ﬁbiéake into account the -
'increases in prices of materials and labour. Use
2Vof low cost (15ca1) materials and skills of}construction
in low cbst housing schémes‘be they subsidised

or not, would lower the'cost of construction and

make it more aff?;@gple.

i
[
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In Dandora, the use of local'ﬁaterials.and
skills would have gone a long way in enabling the
‘allottees to consolidate their plots s?née the |
material loans given would have béen a&equate for
'purchase 6f'loca1 materials._ The Housing Research ',
‘: and Development'Unit of the University of Nairobi |
has undertakén,research work on local materiéls .
rTheir.findings would go along-way in making it possible
forrsudh‘schemes tolbé successful given the limited
‘existing funds. The scaling down of the levels of -
) standards and aménities in a subsidised scheme such
iQS'Dandéra would ﬁean the allottées; burden of- -~
repaying the loan is minimal (gi?éhusmallef loans)
“and-hence the résalé dftheiﬁplots would be uniikely;
The subsidising authority would héVe more funds for
‘further replicability of projects for- the low income
groups.mThis would'be possible oniy if the‘afeas in
 which low income projects»ére sipuatedvaré zoned so
as -to apply'the Grade II by-lawé,/and if the aid/donof
agéncies; local authoritieé andifinaciers alldwed

the use of such standardé;;materials etc.
S | L v |
The housing subsidies should continue to be
used as a policy tool to assist the lowest of low
income groups in gaining access to adequate and
affordable housing. It:may however be minimised for
the middle and high income groups since even without

" the subsidies such groups can afford to buy, rent or
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- build decent housing. It is therefore the considered
opinion ofhthis study that‘the‘genefal trend'towards
removal or minimising the subsidies in housing held
by -the international aid agencies such as the World
Bank, USAID, HABITAT and others, and also held by

the government should be reviewed. .Doihg away with |
subsidies for all income greups would mean that the
1owvine6me groups would continue‘to live in informal
vhousing.' It is the'opinion of the author of this
study that houeing subsidies fpr the low income-groups
should in‘fact he'increased as long as they are -
- channelled in such a way so as to only beneflt them
and ‘not ‘the other income groups Th;s should be -
achleved by hav1ng more sub91dlsed projects spec1f1cally

" meant for the urban low 1ncome groups.

_The most EEfectiveiferm of.subsidieé would
ibe delivered through building co:operatives as long
- as the'co—operatives'are well managed. .It was ﬁeund
'6ﬁ£ from the TamiliNadﬁ“ housing-project in Indie,
_and the soc1allst countlles such as Yugoslav1a Lhat
1f subsmdles are dellvered through an apex co- operatlve
v01ganlsatlon, it reachee the low’ income groups without
a leakage of*beneflts to the mlddle and high income
:groups. In Kenya, subs1dwes can be dellvered through

National Association of Coopelatlve Hou31ng Union (NACHU)

which in turn can distribute them to other
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co-operatives under its umbrellé This would beneflt
the low income groups 1n these cooperatlves '

‘ Individual subsidies would'go’along way in solvihg'
the housiﬁg probleus for the low income groups |
were it possible for them to use this money or
grants for housing HoweVer the preferences of
some of 1ow income households confllct with the
"hou31ng obJectlves and thus 1f they were to be

given cash grants, they would use the money for

'\oLher basic needs as hou51ng is a merit good. The

/" other effectlve form would be lower rent charged

'lfor the 1ow income groups in. the sub31dlsed scheme.
~This would only be p0331b1e if there was no surplus
'demand-for low income housing in Kenyd. However,
since thishis the case, more rental units g01ug for

vlow rents should be a solutioh towards housingvmost
of the 69.25% urban poor. The rehrs not being’more

than 257 of the tenants monthly income.

The employers should be adv1sed to minimise

. subsidies. for their high’ and middle income- employees

but channel them to the lower income groups, in their
establishments. The owner occupiers in Kenya receive -

_ ¢ ,
a large amount (deep) subsidies as compared to the other

groyps. For example, if two offlcers in the same JOb
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3

group are compared, one being an owner -occupier and

‘the other a tenant, the owner occupier will be found

to receive a higher owner occupier allowance.than

- the house allowance for the tenants. The owner

occupiers receive subsidies in the form of tax

relief on mortgage interest or in subsidised schemes

such as.housing bonds not enjoyed by the tenants. The

house allowance should be given after evaluating

‘the'kind of house such‘anrofficer shouid be occupying}

.
In most cases the house allowance after taxatlon v

“is so. 1ow that most tenants have to add some money

/?from the1r salarles, 1f they are to live in certaln.

<class of houses.

i

The'administration of the subsidised projects -

hfor thevurbanvpoor should behplanned in'such a:way

that the hous1ng needs and preferences of. the occupants

 are taken 1nto‘cons1deratlon; There should be no
 uniform subsidy for the low incomengroups but each

ncaSe should be judged against sueh faetors.as the

households incomes, family sizes, other basic needs’

‘etc. so as to be able to assess how much‘should-be

given to them and how much they can afford to repay
without too much stress which may lead to rampant

resale of plots,
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Areas for further research

Though this study was mainly concerned with
suLsidieébfor the urbaﬁ poqf; it became apparent
in the courée~of the enalysis that other areas related
_to national popsing'suxwegyneed to'be.eddressed.
The areas evident"from the study that should be‘
explored 1nc1ude among others an eyamlnatlon of
subsidies in. squatter upgradlng schemes in Kenya
In these, the varlous 1ssues related to sub31d1ng
- the .low income groups can be brought out, to show

. how effeetlve subsidies can be"dellvered through

. a squatter upgrading strategy with a view to comparing

‘this with those in the site and service schemes.
Some landlords in DaﬁdorarsOId their.plots

. or sﬁbletftheif rooms .and went to live in other

,.varease It wouid be‘inte;eéting to investigafe

.theAcause of this as this weﬁld‘ehebleziplannere;v

- policy makers'and other actors inAfheelow income

programs to come up w1th ways and means of arrestlng

this s1tuat10n. ' ';;Hf'
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The succeSé‘of any housing'project deﬁends
on its administration; It would contribute a lot
towards the housing po}icy if procedures and
guidélineS'wefe produced to be adopted for effective
administration of subsidised low incéme hdusing
projects(in‘urban areas. Perﬁaps a study in this

direction would be most appropriate. The above three

‘areas, would clear the way'for_thqse_bgntkm.disuﬁmaging

the use of subsidies as a tool for increased housing
‘ .

productioﬁ for lbw incomé.gfoups by clearly

' bringing out the benefits of such a policy towards -

 addressing the ever existing . urban housing shortage.
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APPENDIX 1 -1

The questionnaire administered on officials of various

establishments.

20

1. What are the establishments terms, policies or

regulations towards housing its employees?

2. Is there any assistance given to would be owner
occupiers?

3. What are the requirements for owner occupier
allowance?

4. What is the basis for calculating the enhanced

house allowance and loan repayment by the owner

occupiers?

5. What is the contribution of the owner occupier,
mode of repayment, repayment period, interest
rates, grace periods and other issues related

to repayment of the loan?

6. What is the establishment's housing allowance-
structure for both owner occupiers and renters?

(ceiling figures)

7. Give a few examples of staff housed by the
establishment giving a few cases in each job
grade ahd areas in which they are housed (and the

market rent if known).

8. What are the establishments owner occupiers policy
guidelines ?

0. Is there any assistance given to those in private

-rrmt-nrl ar'rnnrnnflat"inn?
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APPENDIX 1 - 2

LANDLCORD

Plot Number

Plot size

Room(s) sizes

Date of allocation

Number of households on the plot

Former place of residence .....iiiiiiiennnnn.
Were you a tenant or owner occupier?
Tenant ..., Owner Occupier .............

If tenant, what was the rent per month?

What were your reasons for moving here ?

(a) To be owner occupier in a subsidised
low cost housing scheme

(b) Convenience to place of work ...
(c) Better terms of credit ...,
(d) Improved infrastructural facilities and
SEIVICES oo cieee e e e
(e) Availability of community facilities
k

() Others (SPecCify) e



10.

11.

12.
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How did you know of this scheme?
(a) Through people (friends)

(b) Through newspaper .................
(c) Through radio .....ccccccvvveeennneen.
(d) Others (specify) ..

How long have you lived here?

(a) Less than 1 year

(b) 1 -5 YearS .
(c) OVer 5 YearS .icceeiviieee v eeieee e
From whom did you buy or get the plot?
(a) Purchased it froman individual

(b) Allocated by NOC ......cccoiiiiiiiiiee,

(c) Others (specify) i

Did you find what you paid to be reasonable?

Yes/No

(i1) Give reasons for above answer



How much did you pay for the following?

Amount (Kshs)
(a) Land

(b) Building (wc, kitchen, 1 room)

(c) Materials

(d) Others

Did you get a loan for any of the above? Yes/No
(it) If yes

Loan Grace Repayment Interest Down

anount period period payment
(a) Land
(b) Building
(©) Materials
(d) Others

(ii1) What is the outstanding loan Ksh

>\

What was the stage of development at the time

of allocation/purchase?

(@) . Site only

(b) Site and services

(c) Site, services and kitchen

(d) Site, services, 1 room



(e)
(f)

16.

17.

Site,
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services, 1 room and kitchen

Others (specify) ..

What was the source of your initial deposit

(purchase)?
Source Amount (Ksh.)
(a) Personal savings L
(b) Bank loan (specify)
(c) Loan from friends/relatives ..
(d) Loan from employers L
(f) Loan from cooperatives society
or savings and credit society ...
() Others (SPeCify)
(i) Whafyowere the terms of the loan?
(1) Was this method of financing satisfactory?
Yes/No
(i) Give reasons for above answer ...



18.

19.

20.

(i)

(1)

(1)

(1)

(i)
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Have you joined any cooperative society
or building group? Yes/No

If yes, which one ......cociiviiiiiieiiicee e,

What were the‘requirements for one to

be a member?

What do you pay/contribute per month?

What are the activities that the cooperative
or building group is involved in?

What is your opinion of the cooperative or
building group?



21.

22.
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(1) Have you undertaken any improvements
or extensions on the plot? Yes/No
(i1) If yes, what are they?
. 17 sublet,
Extensions Rent per month
(a) 1 room
(b) 2 rooms
(©) 3 rooms
(d) 4 rooms
(e) kitchen
(f) Others
Improvements

What was the source of finance for the extensions/

iImprovements? Kshs.

(@ N
(b) Cooperative loan
(c) Bank loan (specify)
(d) Personal savings
(e) Loan from employer
(f) “Loan from friends/relatives o
(@) Others (specify) iiiees e



23.

24.
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What were the sources of labour?

(a) Hired
(b) Family and friends

(©) Self-help group/building group
(d) Contractor built

(e) Others

(i) If hired, how much did it cost to build

What is the size of your household?

Male Female
Adults

Children

(i) What is the occupation of the head of

the household?

(Hi) What is his/her salary per month?

\ .-

a) Kshs.100-500

b) Kshs. 501-1,000

c) Kshs. 1,001-1,500
v d) Kshs. 1,501-2,500

e) Over 2,500
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25. How many other members of the household work?

Salary per month (Kshs.)

a) Wife S ——————————

b) Son(s)/Daughter(s) .

C) Relatives

d) Others (specify) e
26. Are there any other sources of income?

Yes/No

(i1) If yes, what are they?

Source Amount per month (Kshs.)

217. Are you satisfied with this house as a place to

live in? Yes/No

(i1) Give reasons for above answer

28. Are you aware that those who bought the plots in
Phasevl, Type C plots paid more than you? Yes/No

(it) If Yes, what are your comments on this?



Would you prefer to be,

a) Owner occupier in this area
b) Housed by your employer

C) Rent a cvity council house
d) Given a loan to buy land to

build a house (rural or urban)
e) Given a loan to purchase an

already built house
f) Others (specify)

(i) Give reasons for above answer

What are your future plans on housing?

a) Extend the present house ...
b) Improve the house/plot ...
C) Oan another house ...

(Where?) e
d) Move from %tndora ...........
e) Others (specify) ...

Give general remarks on Dandora Site and Service

Scheme
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APPENDIX 1 - 3

Plot Number

Plot size

Room(s) sizes

Date of occupation

Former place of residence

In the former place of residence, were you a

tenant or owner occupier?

If tenant, what was the rent per month?

What were your reasons for moving here?

a) Rents were lOWer ...
b) Covenience to. place of work ...
(==
C) Improved infrastructural facilities and
services

d) k Availability of community facilities

e) Others (specify)



How long have you lived here?

a) Less than 1 year ..iiiiiniiieennnn,
b) 1 -5 YRAIS e
C) More than 5 years ...iiiinnninnnn,
(1) What was the rent per month when you

moved here? Kshs

(i1) What is the rent now per month?

Does your rent include

a) Water charges ...
b) Electricity charges
c) Garbage collection .,
d) Others (specify)

What is your opinion on the rent charged?

a) Too high
b) High s
C) Fair e, F e ———

d) Others (specify) .,



13.

14.

15.

16.

17.
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Would it be better to be a tenant or owner

occupier?

Tenant

Owner Occupier

Give reasons for the above answer

What is the size of your household?

Adults

Children

Female

What is the occupation of the head of the

household?

What is his salary per month?

a)
b)
c)
d)

e)

Kshs.

Kshs.

Kshs.

Kshs.

Over

100-500

V %
501-1,000
1,000-1,500
1,501-2,500

2,500



18.

19.

20.

21.

(1)

- 207 -

How many other members of the household
work?

Amount per month
a) Wife
b) Son(s)/daughter(s)

C) Relatives

d) Others (specify)

Are there any other sources of income?

Yes/No

If yes, what are they and how much is got from

each, source:

Source

(1)

Amount per month

Has ownersh'i'p fo the plot changed since

you moved here? Yes/No
If yes, how many times?

a) Once

b) Twice

C) Others (specify)



22.

23.

24.

(1)

(i)

(1)

(1)

208

Would you know the reasons for the above?

Yes/No

What are they?

Does the landlord live in the plot?

Yes/No

If not, where does he live?

Do you plan to move to another house in the

near Tfuture? Yes/No

(i)
(iii)

IT Yes, Where? . ..o e e e e e

Give reasons for your choice



25.

27.
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Would you prefer to be,

a)
b)
c)
d)

e)

f)

(1)

(1)

Owner occupier in this area?

Housed by your employer?

Rent a city council house .......cccocevinnenn.

Given a loan to buy land and build your

OWN NOUSE et

Given a loan to purchase an already

built house

Others (specify)

Have any improvements or extensions been
carried out by the landlord? Yes/No

If yes, what are they?

Extensions

a) 1 room
b) 2 TOOMS s
C) 3 rO0MS
d) 4 TOOMS e

e) Kitchen

f) Others (specify)



28.

29.
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(iii) Improvements

(i) Have the above affected your rent? Yes/No

(ii) If yes, by how much per month Kshs

(iii) What is your opinion on the extensions

or improvements?

(i) Are your aware that this scheme was

subsidised? Yes/No

(ii) If Yes, What is your opinion of the
subsidy?

(iii) Have you benefitted from this scheme?



30.

31.
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(1) Are you satisfied with this house as

a place to live in? Yes/No

(i) Give reasons for above answer

Give general remarks on Dandora Site and Service

Scheme
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APPENDIX 3 -1

HOWSE ALLOANANCE FOR CIVIL SERVANTS

Maximum House

Officers in Job Groups Allowance per month Ksh.

R and above 3,750
0 3,375
N and P 2,530
L and M 2,080
K 1,655
Hand J 1,370
G 970
E and F 715
Cand D 535
A and B

(a) Nairobi and Mombasa Municipality 240
(b) Other Municipalities 180
(c) All other areas 145

Source: Mwaniki and Associates Task Force
on housing policy. Ministry of
Works, Housing and Physical Planning.
Civil Servants Housing study. Nairobi.
February 1987 pg. 25.
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APPENDIX 3 -2

HOWSE ALLONANCE FOR UNIVERSITY OF NAIROBI STAFF

%
Maximum house allowance

Staff in Job Grade per month Kshs.
Grade 1 450
Grade 2 550
Grade 3 650
Grade 4 750
Grade A and B 1370
Grade Can D 1655
Grade E and F 2080
Tutorial Fellows and

Assistant lecturers etc. 2530
Senior Lecturers 3750
Professor and Assoc. Professors 3750

Source: University of Nairobi.
Estates Department 1987.
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APPENDIX 3 -

3

APPRAISAL CF DANDCRA SITE AND SERVCE

Category
Site preparation

Clearing/grading

Topo and soil survey
Lot demarcation
Fencing of power lines

LLee

Onmstie infrastructure

Primary Rds/Drainage
Sec, Rds/Drainage
Sewerage Reticulation
Water reticulation

L8

Street lighting
Land scaping
Refuse collection

e =9

Commrunity Facilities
Core Units

a) ‘b\Et cores

b) 1 room units
c) 2 room units
d) Demonstration units

Materials loans funds
Trunk Infrastructure

. . 3
Technical Assistance

a) Project unit

b) Design 6 Engineering
fees

c) Housing operations
Physical contingences
(5-15%)
9B TOTAL
TOTAL QOSTSH

a b w N PR

Total Coast v

118,450

37,950
10,350
69,000
1,150
1,077,340
397,095
264,730
156,355
150,650
65,780
11,500
23,230

392,435
1,528,200
704,340
622,800
179,100
21,960
144,800
2,163,150
746,950
348,000

375,950
43,00

587,010
7,772,335
7,772,335

Estimated at 2% of net land area
To be resold at market prices

User Fees Conmrunity
and Rates Facilities
1,150 9,660
_ 7,590

- 2,070
1,150 -
474,225 65,595
277,965 23,830
- 31,670
150,650 -
19,735 9,210
11,500 -
14,375 85
392,435 -
2,163,150 -
644,830 45,865
348,000A
273,830 45,865
43,000 -
383,390 30,690
4,079,180 151,810
4,230,990

Recovery
from lots

107,640

30,360
8,260
69,000

537,520
95,300

264,730
126,685

36,835

7,970

1,528,200

704,340

622,800

179,100
21.9602

1,144,800

57.255

56,255

172,930
3,541,345
3,541,345

Central government will bear the costs of monitoring (K£36,000) and future
To be apportioned anmong beneficiaries at the completion of the N3C Housing Operations Study
Excluding price contingencies.



88.75

95.92

99.23
100.33
105.84
107.00
107.60
108.17
108.19
109.15
110.25
111.21
111.35
113.98
114.01
115.00
115.76
117.58
119.07
119.50
123.48
124.03
126.93
127.89
128.79
132.30
13451
135.44
138.92
141.12

Cose based on

Area

5488.30

593.90
6136.40
6204.40
6545.55
6616.90
6459.55
6689.25
6749.45
6749.85
6816.85
6877.25
6885.90
7948.50
7020.35
7111.60
7858.60
727115
7363.30
7389.90
7636.00
7670.00
7849.35
7908.70
7976.75
8181.45
8318.10
8375.60
8590.80
8726.85

Plot

10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
1C911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20
10911.20

Contingency
5Z on cost

822.10
834.30
853.55
856.95
874.00
877.60
879.75
880.00
881.90
884.25
887.65
890.65
890.10
899.20
899.30
902.30
904.75
910.35
915.00
916.30
928.65
930.35
939.20
942.30
945.60
956.45
957.75
965.65
976.45
983.25

TYPE B - 20 YEARS

Down
payment

400
400
400
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APPENDIX 3-4

DANOORA PHASE

- 8.5Z

Loan

Net Cost Repayment

16821.50
17277.75
17501.15
17872.55
17930.35
18605.70
18050.50
18080.45
18092.96
18145.30
18216.70
18279.10
18238.20
18453.90
18460.85
18525.10
18474.55
18692.70
18789.50
18819.05
19075.85
19101.55
19299.75
19362.20
19433.55
19649.10
19787.05
19852.45
20088.45
20221.30

146.95
150.95
152.90
153.50
156.65
157.30
157.70
157.95
157.95
158.50
159.15
159.70
159.75
161.05
161.30
161.85
162.25
163.30
164.15
164.50
166.65
166.95
168.60
169.15
169.75
171.65
172.85
173.40
175.40
176.85

(AREA 2-5)

FACTOR 0.05241889 7 6

Risk
Reserve

7.35
7.50
7.65
7.65
7.85
7.85
7.90
7.90
7.90
7.90
7.95
8.00
8.00
8.05
8.05
8.10
8.10
8.15
8.20
8.20
8.35
8.35
8.45
8.45
8.50
8.60
8.66
8.65
8175
8.86

Collection
Cost

1.50
1.50
1.55
1.55
1.55
1.55
1.55
1.55
1.55
1.60
1.60
1.60
1.60
1.60
1.60
1.65
1.65
1.65
1.65
1.70
1.70
1.70
1.70
1.70
1.75
1.75
1.75
1.75
1.75
1.75

Road
Maintenance

5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00

5.00 /.

5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00

Total

160.80
164.95
167.10
167.70
171.05
171.56
172.15
172.40
172.40
172.95
173.70
174.30
174.35
175.90
175.95
176.60
476.95
178.05
179.00
179.05
181.85
181.95
183.75
184.30
184.95
186.95
188.20
188.75
190.90
192.25

Rounded-
up Total

161.00
165.00
167.00
168.00
171.00
172.00
172.00
172.00
172.00
173.00
174.00
174.00
174.00
176.00
176.00
177.00
177.00
178.00
179.00
179.00
182.00
182.00
184.00
184.00
185.00
187.00
188.00
189.00
191.00
192.00



95.92

98.79

99.23
100.33
101.71
101.89
103.03
104.00
105.33
105.84
106.27
106.83
107.00
107.69
108.17
109.15
109.23
110.25
113.35
112.20
112.63
113.98
114.11
114.66
115.00
115.70
116.92
117.00
118.00
119.07

Cost based on
Area Plot
5360.10 5799.90
5469.00 5799.90
549340 5799.90
B5554.25  5799.90
557530 5799.90
5640.65 5799.90
5703.75 5799.90
575745 5799.90
5831.05 5799.90
5859.30 5799.90
588310 5799.90
5914.10 5799.90
5092350 5799.90
5961.70 5799.90
5088.30 5799.90
604255 5799.90
604695 5799.90
610345 5799.90
6164.35 5799.90
621140 5799.90
623520 5799.90
6309.95 5799.90
6317.15 5799.90
6347.60 5799.90
6366.40 5799.90
640850 5799.90
6472.70  5799.90
647710 5799.90
653250 5799.90

6591.70

5799.90

Contingency
5Z on cost

556.25
564.20
565.40
568.50
569.55
572.75
575.95
576.65
582.38
582.75
584.10
586.50
586.95
588.90
590.90
592.95
593.10
596.40
599.05
601.40
602.30
606.70
608.20
609.20
611.25
614.50
614.65
617.40
620.45
620.80

Down
payment

1 DANDCRA PHASE 1

AHEDIX3- =

(AREA 2-5)

TYPE A - 30 YEARS - 85Z FACTCR- 0.04631178 f 6

Net Cost

11281.25
11448.20
11473.40
11538.50
11560.55
11627.75
11694.95
11749.65
11829.35
11858.75
11866.10
11916.95
11925.95
11966.90
12019.10
12051.95
12055.10
12116.00
12180.05
12229.40
12332.30
12340.70
12372.20
12391.10
12436.25
12504.50
12507.65
12565.40
12629.45
1236.80

Loan
Repayment

87.05
88.35
88.53
89.05
89.25
89-75
90.25
90.70
91.30
91.55
91.60
92.00
92.05
92.35
92.75
93.00
93.05
93.00
94.10
94.40
94.60
95.20
95.25
95.50
95.65
96.00
96.50
96.55
97.00
97.80

Risk
Reserve

4.75
4.40
4.40
4.45
4.45
4.50
4.50
4.50
4.55
4.55
4.55
4.60
4.60
4.60
4.65
4.65
4.65
4.65
4.70
4.70
4.70
4.75
4.75
4.75
4.80
4.80
4.80
4.85
4.85
4.85

Collection
Cost

0.85
0.90
0.90
0.90
0.90
0.90
0.90
0.90
0.90
0.90
0.90
0.90
0.90
0.90
0.95
0.95

e 095

0.95
0.95
0.95
0.95
0.95
0.95
0.95
0.95
0.95
0.95
0.95
0.95
0.95

Road
Maintenance

5.00
5.00
5.00
5.00
5.00
5.00
' 5.00
5.00
" 5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
500 -
5.00
5.00
5.00
5."9
5.00
5.00
5.00
5.00
5.00
5.00
5.00

Total

97.25
98.65
98.85
99.40
99.60
100.15
100.65
101.10
101.95
102.00
102.05
«102.50
102.55
102.85
103.35
103.60
103.65
104.10
104.75
105.65
108.25
105.90
105.95
106.20
106.40-
107.75
107.25
107.30
107.90
108.30

Rounded
up Total

97.00

99.00

99.00

99.00
100.00
100.00
101.00
101.00
108.00
102.00
102.00
103.00
103.00
103.00
103.00
104.00
104.00
104.00
105.00
105.00
105.00
105.00
106.00
106.00
106.00
107.00
107.00
107.00
108.00
198.00



APPENDIX 3 -6

HURUVA AND DANDCRA WELFARE RUND AS AT 30TH DECEVBER 1980

Type A rooms completed

Type B rooms completed

SUB - TOTAL

Type A rooms uncompleted

Type B rooms uncompleted

SUB - TOTAL

Huruma Scheme

Not yet started

SUB - TOTAL

Huruma rooms

Completed

SUB - TOTAL
TOTAL

Source: Annual Report 1980 pg.

1

room

15

Amount
loaned

9,000
6,500

15,500

1,500

1,500

6,700
1,500

2,050

2,000

2,000
28,700

16

Average
loan per
project

9,000
6,500

15,500

1,500

1,500

22,333
1,500

2,050

2,000

2,000

2 rooms

12

Amount
loaned

13,500

13,500

7,000

20,500

Average

loan per

p

roject

1687.5

1750

Total
Rooms

13

16

27

Total

22,500
6,500

29,000

8,500
;1,500

10,000

6,700
1,500

8,200

2,000

49,200
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APPENDIX 3 -7

DANDORA AREA 2 & 3

CALCULATION OF CORE UNITS COST BY LOT

lIdentifiable costs
ADD Preliminaries

Fencing

Schedule of days
Worked

Price fluctuation
provision

LESS Adjustments
ommission

Tender sum

Difference (deduct)

Deduct 2 IZ discount
Contract Amount

Plot cost

1738

A

Kshs.

5571245
456566

664661

64010

904093

7660576

505665

7154910

3254

7151656
178791.

6972865

4012

4012

822

B
Kshs.

5289183
433453

314367

60769

858321

6956083

489065

6476018

3090

6472928
161823

6311105

. 7677 75

7678

149

C
Kshs.

1464062
119981

56982

16821

237586

1895432

132884

1762648

855

1761683
44043

1717650

11527 75

11528

Total
Kshs.

12324490
1010000

1036000

141600

2000000

1118614

15393476
15386277
7199

15386277
384657

15001620 vy

5537 7
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APPENDIX 3 -8

DANDORA PHASE 11

COST STATISTICS

Interest . ,
- D
Cost/m2 during PrQ{ect esign &
- Admin. Eng.fees
construction
Cost Based on area
Clearing and grading 8.03 0.83 1.39 0.32 10.77
Surface water drainage 3.34 0.34 0.58 0.22 4.48
Primary roads/drainage 3.70 0.38 0.64 0.24 4.96
Secondary Roads/drainage 15.97 1.65 2.78 1.04 21.44
Sewer reticulation 11.48 1.18 2.00 0.75 15.41
Street lighting 3.56 0.39 0.62 0.23 4.73
46.08 4.75 8.01 3.00 61.84
Cost Based on No. of plots
Topo. & soil Survey 34.70 3.60 6.00 - 44 _30
Lot demarcation 189.90 19.60 33.00 - 242 .50
Water reticulation 200.00 20.60 34.75 255.35
424 .60 43.80 78.75 542 .15
A V
Core unit costs Security
\ Expenses
A 4094 .45 422 .10 711.20 30.00 5257.75
8097 .65 834.80 834.80 30.00 10369.05
C 12206.75 1258.45 1258.45 30.00 15615.60
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APPENDIX 4 -1

Type plan C.

7275

KDathra free 1l Scalle 150
uc ey aget Dpatet Cadha



APPENDIX 4 - 2

Type plan A

50 GAIL COLD V/ATER ST
TANK OVER WC fc SHOWER

2000

Dandora Phase Il Sc. 1:100

Source:Housing Development Department : Dandora
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APPENDIX 4 - 3

Tye plenB

Dacora Fese |1 & 121
Sourcehousing Daelgoett Dgartmant



