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ABSTRACT

The growth of Urbanisation and its related problems
in developing countries has resulted in many of the rural
development 1issues being given only token treatment. One
of the problems that has received very minimal attention
is the development of rural housing and its
improvement.

Kenya s housing development Pol icy for ~vnmplp has
its major focus on urban areas and places very little
emphasis on rural shelter devp lopmen t Attitudes
regarding the role that housing plays in community
development have also remained unimpressive.

Irrespective of this lack of concern rural housing
problems have continued to increase in recent years. One
of the major causes of this increase has bfen the lack of
suitable and adequate sources of finance for housing
development. Fxisting housing Ffinance institutions aro
mainly urban oriented and the performance in rural areas
has been dismal.

This has created the need for researches on non
conventional housing finance approaches which is the main
focus of this study. The author has established that
conventional housing Tfinance approaches have fTailed iIn
rural areas due to thelilr restrictive practices. The
viability and success of non conventional approaches hae

boon demonstrated using the Kauwi Muungano housing



(v1i)
Project which 1is a joint venture between 1h0 ¢ ican
Housing Pund and the Kauwi Muungano Women group
The study has established that rural commoni ¢jes can
actually repay loans, are credit worth and that they are
basically denied access to housing Tfinance py tfo
restrictive loan requirements of conventional hous ing
finance institutions. Relaxation of these regu jremen ts
based on the best understanding of the specific ggcjal
and economic characteristics of the rural p™M, {5 thus
basic to the establishment of meaningful and sul-cog5sful

rural housing programmes.
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CHAPTER ONE: [INTRODUCTION

1.1 BACKGROUND TO THR STUDY

The social and economic importance of Improving the
quality of housing and community facilities both as a
goal in itself and as part of the overall process of
national development is currently a major concern in most
developing countries. The Global Strategy for Shelter to
the year 2000 adopted by the General Assembly in its
resolution 43/181 strongly urges governments to adopt an
enabling approach towards the provision of shelter and
services both in the urban and rural areas.

Despite this concern, housing conditions in rural
areas of developing countries receive very little
attention particularly if compared with their
proportional share in total populations of these
countries (Sterkenburg 1988). Housing developers have
therefore tended to concentrate their development efforts
in urban areas with higher priority being accorded to the
major cities.

This urban bias is based on factors such as: the
assumed better housing conditions per pp in rural areas
if compared with urban slums and squatter settlements;
development policies that focus attention on economic
growth especially production activities iIn urban centres;
and the greater political influence of urban based

segments of the population (United Nations 1974).



Consequent to this, rural housing finance has
continued to receive a low priority in national economic
plans. Rural housing suffers from Ilow iInvestment
allocation due to lack of specific definition of rural
housing for which Ministries of Housing are responsible;
lack of a specific rural housing policy in effect at any
level of government, even though such an outline may
exist in national development plans; rind even where rural
housing receives priority 1iIn national development
planning, the institutions to implement action in this
sphere are not created, or the responsibility for rural
housing 1is given to an urban institution already
overwhelmed by i1ts own problems (United Nations 1974 pg)

In 1ts second National Development Plan (1970-74),
the Kenya government sought to improve rural housing
conditions through various means which included the
provision of a higher share of housing development, funds
to rural areas; giving assistance to rural self-help
groups, research into cheaper and appropriate building
materials; and giving out of loans to rural households
who needed help 1in housing provision. Research has
however not benefited rural areas and only the last

approach has been effected through the Rural Housing r.oan



Scheme (RHLS) administered by the National Housing
Corporation (Kiamba 1991).

Studies done on rural housing finance (Ngungu 1987,
Kiamba 1991) do 1indicate that existing conventional
housing delivery and financing systems have failed to
effectively address the housing problems in rural areas.
There hence has emerged a growing interest among
researchers, academicians and planners, the need to
examine the viability of non-conventional approaches to

rural housing finance.

1.2 STATEMENT OF THR PRORI.RM

Several reports have alluded to the poor condition
of rural, housing and community facilities as being the
most important causes of poor health of inhabitants in
rural areas. The very large number of people living in
seriously deficient housing in rural areas will continue
to grow as the population increases even if the rate of
rural-urban migration increases since this is most likely
to be exceeded by the rate of 1increase in rural
pep\j1afions for some decades.

Tn Kenya’s National Development Plan 1970-74, the

government, did note that:



"Until rural incomes and expectations can be
materially raised, so that rural families will
actively demand housing of higher standards
and more modern design, there 1is not. much
scope TfTor housing development on the same
basis as projected for urban areas"

(National Development Plan 1970 74 pg 516).

It need also be noted that even 1f rural 1incomes
begin to rise, conditions will not substantially improve
since experience has shown that in both developed and
developing countries without some kind of governmental or
other outside intervention 1t takes a significant
increase in incomes of rural households as well as a
considerable period of time to effect an improvement 1in
housing in rural areas.

In developed countries rural housina has tended to
be the last major commodity to be uparaded for masses of
the population whereas 1in developing countries only
exceptionally have they made as much effort to develop
their rural sectors as their urban and industrial sectors
(United Nations 1974).

This scenario calls for the development of specific
rural housing financing strategies. Most of the existing
housing finance programmes have been found to he both

inappropriate and ineffective iIn rural areas. This is so

because the socio-economic conditions iIn rural areas



differ widely with those 1In urban areas. In the
economic sphere it must be appreciated that most of the
incomes of rural people are not .in monetary terms.
Secondly, their 1incomes and savings do fluctuate more
widely due to the seasonality of their agricultural
production and marketing patterns. Culturally, rural
communities are unused to money and hence the concept of
due and regular payments does not exist. fioans are in
some communities considered as gifts with no obligation
other than gratitude or payment in kind at a latter date.

The above reasons together with a general lack of
understanding of rural communities by conventional
financing systems resulting from assumptions such as:
existence of literacy; familiarity with Tfundamental
aspects of finance; and the desire for housing
improvement and their relationship to the general
wellbeing results in the failure of conventional housing
financing approaches 1iIn rural areas.

ether failures do result from the financing policy
problems that do not take 1into account the special
requirements of rural areas. These include: eligibility
requirements that are too restrictive; high down

payments; payment periods that are too rigid and not



synchronised with harvest and marketing periods; numerous
defaults and ineffective collection procedures; higher
interest rates in rural areas admittedly to cover higher
costs and risks of collection.

Tn general the introduction of a modern system into
an economically, socially and institutionally
underdeveloped and sparsely populated setting lacking the
elements essential for the smooth and effective operation
of a conventional housing finance system has deficiencies
and is faced with a lot of obstacles. Lack of
information on housing needs and capital requirements;
lack of sufficient rural financing institutions; absence
of adequately trained individuals and the nature of land
tenure may be cited as some of the these obstacles.

This creates the need to promote institutions at the
community level to serve as channels for making credit
available to local households. Greater mobilization of
both men and women in meeting shelter and infrastructural
needs of low income rural communities should thus be a
Priority in rural development.

The high potential of NGO®s emanates from the fact
that their objectives iIn the Tields of housing are

usually to cater for the needs of the low income groups



that are not - or insufficiently met by Governments.
Their efforts are basically aimed at covering the basic
needs of the poor people and are characterised by small
scale operations, an emphasis on personal relations and
a strong belief that the participation of the target
population is important in achieving their goals.

It must however be appreciated that even though
gifts are nof the solution to the housing problems of the
masses, the very poor probably have to be subsidised and
need help from outside agencies to organise themselves.

It need also be appreciated that a large proportion
of the rural population in Kenya 1is made up of women.
Women therefore shoulder most of the problems resulting
from inadequate shelter and poor housing conditions in
rural areas. Their full participation is therefore
essential if attempts to improve current human
settlements are to be successful. This study therefore
seeks to address issues of their participation in housing
construction, their access to housing finance and the

constraints they confront in gaining access to credit.



1.3 JUSTIFICATION OF THE STUDY

Recent studies (Sterkenburg 1988, Kiamba 1991) do
indicate that despite government effort to improve the
quality of rural housing over 50* of rural households
still 1live 1iIn poor housing. These houses lack basic
amenities such as kitchens, toilets, bathrooms, portable
water and many others.

In a study carried out Jjn Machakos if was
established that 52* of the houses had earth floors. 5n*
of the walls were made of wattle and mud; 23.4* of the
roofs were made of grass and thatch; while 49.5* and
14.8* of the houses lacked bathrooms and toilets
respectively (Kiamba 1991).

The realization of these poor housing conditions
together with the need to address housing both as a
social as well as an economic issue calls for unreserved
efforts to try and alleviate the problems. The productive
capacity of a country®s labour force is related to the
state of its health and the importance of good housing
for workers 1is appreciated as much as decent [living
conditions conducive to good health.

There is need to appreciate the fact that housing is

an important 1indicator of economic development and



accounts for a significant share* in gross Tixar] capital
formation. Investment in housing also has (greater
multiplier effects than investments in industry. These
multiplier effects arises from the ability of housing
investment to create more jobs: needless to state that
housing construction and production of building materials
is basically a labour intensive undertaking. Greater
potential for the exploitation of local raw materials and
resources also does exist.

Since iIndependence housing finance has continued to
suffer as a candidate for investment allocation against
other activities such as education, water, health and
national defence. Tn 198ft, for example housing received
a meagre 2 .0% of the entire government budgetary
allocation. This situation has not improved over the last
decade and the allocation by 1992 had dropped to 0.35%
(Economic Survey 1993).

At the national level housing development has shown
a bias towards urban areas. The National Housing
Corporation (NHC) places higher emphasis on urban schemes
such as site and service; upgrading of slum settlements;
mortgage housing and tenant- purchase schemes. Between

1967 and 1986 the NHC had produced 47,491, housing units



of which rural housing received only 6,797 units or 13.3*
of the total allocation. By December 1991 the number of
houses produced through the RHhS were 7,499 valued at
KFf13 million.

This shortage of government generated funds and the
fact that rural households suffer from low incomes calls
for the need to examine the effectiveness of other
sources of rural housing finances, iIn this case donor
agencies and other Non Governmental Organisations (NGOs ).
As stated earlier housing research has only benefited
urban areas at the expense of rural areas. Tt therefore
becomes important to examine the utilisation of
traditional skills and knowledge in tapping local level
resources for housing development..

Past studies on housing have mainly b«en focused on
urban areas and have dealt with issues such as slum and
squatter upgrading, housing policy and problems of
development control and housing finance in urban areas.

This has created a vacuum of literature on rural
housing finance required by regional development planners

n the formulation of rural housing policies and
programmes. Even wh”~re studies have bcon done on rural

ousing focus has been on conditions and quality of

10



existing stork. This study will therefore aim at giving

an insight to these existing problems.

1.4 OBJECTIVES OF THE STUDY

This study 1is broadly an examination of thp various
sources of rural housing finance in Kenya. The central
focus is on a critical evaluation of non conventional
approaches to rural housing finance. The Tole played by
both Non-governmental organisations and women s<If help
groups tn thlie provision of rural housing is examined in
detail.

To articulate the above, the core forus of this
study is an assessment of the iImpact of the African
Housing Fund (AHF) projects in the provision and
improvement of housing as well as its contribution to
rural development in general in Kauwi location of Kitu.i
District. This broad framework forms the basis of the
specific objectives stated below:

To examine the nature, quality and adequacy of
housing conditions in the study area.

To evaluate the role played by the Kauwi Muungano
Housing Project in the provision and improvement of

Housing conditions in the study.



3. To identify the factors that hays either assisted
or hindered the planning and implementation of the
AHF project in the study area.

4 . To determine whether the Kauwi Muungano Housing
Project can be used as a prototype for planning

rural housing projects in other parts of the

district and the country as a whole.

1.5 STUDY HYPOTHRSKS
This study is based on the general hypothesis that

"the success of any vrural housing finance programme

depends on 1i1ts abandonment, of conventional financing

procedures'™. From this general, hypothesis three specific
hypotheses will be tested, these are:

1. The poor quality of housing iIn Kauwi sub location
iIs as a result of Qlack of suitable sources of
credit finance for housing development.

The poor quality of housing iIn the study area Iis
due to the low participation of women iIn community
based self help shelter development activities.

There exists no significant difference .iIn the
quality of housing between household Tfinanced by

AHF and those that have not. b”en financed.



1.6 ASSUMPTIONS OF THF STUDY

This study will be guided on the bher,is of the

following assumptions:

1.

That a great majority of the population in Kenya
currently lives and will continue to live in rural
areas despite rural-urban migrat ion since this 1is
most likely to be outstripped by the rate of
population growth in rural areas.

Governmental, resources are strained everywhere and
cannot be expected to effectively satisfy both the
enormous infrastructural requirement on
transportation, provision of portable water,
sanitary, sewerage as well as the heavy financial
demands of shelter development.

Any successful outside intervention towards the
improvement of vrural housing conditinns is most
successful when it targets on women. This is
because the majority of the very poor, homeless and
living in inadequate housing conditions in rural
areas are women.

Non-governmental organisation (NGOs) are  best
suited to intervene 1iIn rural areas because they

attract attention at the Ilocal, national and evpn



at the international leval to the needs of the

under privileged and promotes innovative Iideas.

1.7 METHODOLOGY OF STUDY

1.7.1 Methods of Data Collection

This study utilised both secondary and primary
sources of data.

Secondary data mainly entailed a review of existing
literature aimed at formulating a theoretical framework
upon which the study is based. These sources were
instrumental iIn providing information on the present
state of rural housing conditions, sources of housing
finance and the current approaches on the role of women
in development in general and shelter development in
parti cular.

Data on the physical, climatic and the socio
economic aspects of the study area were also collected
from secondary sources. The main sources of secondary
data were libraries, government offices and other
relevant institutions.

Prima*y data however formed the core of the study.

T ree main methods were used to gather data in the field.



These were:

©O) Direct observation in the field.
an Use of informal/oral interviews with key
respondents.

(aimn) Administration of an open ended questionnaire.

Direct observation was utilised to gather
information on the visible variables that determine the
nature, quality and adequacy of housing conditions in the
study area.

Informal interviews were conducted with key
respondents. These were identified to include officials
of the African Housing Fund (AHF), community development
officers, administration officials and members of the
projects management committee. Other interviews were
conducted with officers 1iIn other relevant institutions
such as the National Housing Corporation (NHC), Housing
Finance Company of Kenya (HFCK) and Shelter Afr ique.

In administering the questionnaire a stratified
random sampling method was utilised. Samples were drawn
from the seven villages that make up Kauwi sub-location

ased on the respective population sizes iIn the villages,

total of 100 questionnaires were administered.



1.7.2 Typo of Data Col Toeted

The Tfirst objective of this study was to examine the
nature, quality and adequacy of housing conditions in the
study area. The data collected in this case was divided
into two categories namely:

1. Assessment of the quality of the house
Nature of the structural elements of the floor,
walls and roof in terms of the building materials
used in the construction.

- Number of windows.

2. Assessment of housing conditions 1In a broader

sense .

Presence of a separate kitchen, bathroom and
toilet.

- Distance to water supply.

- Inside living space and outside space in sguare

metres per person.

For the second objective, that aimed at examining
the role played by th® Kauwi Muungano Project in
improving housing conditions 1iIn the study area data
collected included:

- the participation of the women in the planning,

initiation,implement ation, decision making and



management of the project.
the role played by women in the construction as
well as production of building materials.

The above data was also utilised for the third
objective. In addition the socio-cultural aspects of the
community that may contribute eilther positively or
negatively to the success of the project were taken into
cons ideration.

The various sources of housing finance In Kenya were
examined at depth in order to establish their
effectiveness in financing rural housing projects. The
limitations encountered by these conventional approaches
were identified and are articulated in chapter two.

In assessing the sustainability of the project the
view that sustainability entails both replication as well
as the ability of the existing project to continue
operating even after the withdrawal of the donor agency
was taken 1into confederation. Data collected in this
respect included:

- the capacity of the project to generate its own

income.
the technical and managerial capacity of the

women self-help groups to manage the project



independently.
- the resource base at the disposal of the women
groups to enable them to undertake other

activities.

1.7.3 Techniques of Data Analysis

Data has been analyzed mainly using the SPSS
package. Va? ions relationships have been presented usincj
correlation methods. Those 1include the relationship
between source of housing finance and bousing quality,
income Hlevel and education level etc. The chi squar®
(X) test was used to test the correlation between
housing quality and source of housing finance.

Most of the data analysis has however been doir
descriptively. This has been necessitated by the fact,
that a broad spectrum of the dat.aZinformation collected,

could not render itself to statistical manipulation.

1.8 OVERVIEW AND ORGANISATION OF THE STUDY
The study has been organised into thr”e broad parts.
Part 1 consists of chapter one. This sets thp premise

mgainst which rural, housing finance iIs examined. The

t* n *SSUes examined includes statement of tho problem,



objectives and hypotheses of the study as we]1 as a
justification of the study. The methodology adopted and
the Hlimitations encountered during the course of the
study are examined. The chapter ends by giving an
operational definition of terms commonly used.

Part IT of the thesis consists of chapters two and
three. This forms the literature review. Chapter two
addresses issues of housing finance in Kenya. Tt starts
by giving the characteristics of housing finance, and the
sources of housing finance iIn Kenya, both in the public
and private sector. It then narrows down to address
rural housing finance, the Rural Housing Loan Scheme
(RHLS) and the limitations inherent in the application of
conventional housing finance approaches 1in rural areas.

Chapter three focuses on the main actors in the
provision of shelter 1in rural areas. The discussion
revolves around the role of women and Non-Governmental
Organisations (NGO"s) in shelter development. Emphasis
is placed on the participation of women in the overall
development process, their participation 1in housing

onstruction and building industry and community shelter
The 1impact of housing policy on women is

maso”exami ned iIn depth as well as issues that determine



or influence the access of women to Housing Finance.

The second part of this chapter discusses the role
of NGO"s 1In shelter development. The overall Tframework
under which they intervene in the overall rural
development prooess is analyzed. This section goes on to
discuss specifically the role NGO"s play in rural housing
programmes. Lastly, the strengths and weaknesses of
NGO"s involved in shelter and housing development are
discussed.

Fart ITT of this study 1is composed of chapter four
and Tfive. Chapter four deals with the Kauwi Muuoano
Housing Project experience, an AHF project iIn Kitui
District. It starts by giving a background to the study
area in terms of the physical eharacteristics,
demographic factors, economic base and rural housing
conditions. It then goes on to discuss the project
administration and management, programmes ahd activities.

Chapter five gives the conclusion of the study

indings and proceeds to propose recommendations based on
findings analyzed in Chapter four. The
Sommendations are given 1iIn respert of what the author

~QPQ 5q L1 _
-ne potential role of the government , the

private ser‘r Av self

or , women help groups and Non
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governmental Organisations (NGOs) in financing housing in

rural areas.

1.9 LIMITATIONS OF THR STUDY

In the course of collecting data for this study
numerous limitations were encountered. First, the
unavailability of necessary secondary sources of data was
evident. This was attributed to the Ilow priority that
rural housing 1is given by private developers and 1iIn
government planning and development policy.

Secondly, during the field survey the unavailability
of the women or household heads within their homesteads
necessitated that some of the households already sampled
had to be overlooked. During the initial stages also,
some of the respondents viewed the interviews with
suspicion and consequently withheld some vital
information. This problem was diffused by Mi8 use of a
local guide who was well known by the local residents.

The study also suffered from limited time allocation

ata was collected for a period of one month only from

26th December 1793 to 24th January 1904. This meant that
TfOsearcher could not administer as many

Questionnaires as initially intended.
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Lastly, measurement and determination of housing
quality was another problem. Judgement in this case had
to be objective. To handle this problem the researcher
choose to adapt a housing quality score sheet used by
other researchers 1in rural housing studies. This was

found necessary for comparison purposes.

1.10 OPERATIONAL DEFINITION OF TERMS

In the course of this study the researcher has used
some terms that, may be interpreted differently by various
readers. To avoid this Jlikely misunderstanding the
operational definition of these terms as used 1iIn the
context are given.

Conventional Housing Financing 1is used to represent
the formal housing finance system which is part of the
economy”s financial system. It iIs characterised by high
eligibility requirements in terms of adequate Ilevel of
income of the applicant, regular dependent income and
Hicfdd for a collateral in form of a chargeable property.

Non Conventional financing on the other hand
implies any financing approach which, by modifying loan
s, guarantees, collateral and eligibility

Buiiements, permits low income households to qualify
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for, and to afford housing loans for which they would
otherwise be ineligible due to their limited financial
and socio-economic circumstances.

This study takes Shelter to represent ke total
environment within which individual human families have
to live. This 1includes the dwelling unit and the
accompanying community facilities and services,
consisting of provision of water, waste disposal and
sanit.ation.

On what is meant by "Adequate Shelter™ The Global
Strategy for Shelter to the year 2000 definition has been
adopted. The definition states that "adequate shelter"”
is more than a roof over ones head. Tt means adequate
privacy; adequate space, adequate light and ventilation;
adequate basic infrastructure; and adequate location in
respect to workplace and basic Tacilities all at
reasonable cost'”. This implies that what is taken to be
adequate shelter will vary between countries as well as

etween the urban and rural areas of the same country,

Nequate shelter should therefore take 1iInto account the
f ~-cultural as well as the geographical and economic
Jj ~ aside which different communities operate.

cusing Neod and Requirements: The two te?ms housina



need and housing requirement are taken to he synonymous.
According to the United Nations, housing requirement
expresses the extend to which housing "conditions Tall
below the norms or levels considered necessary for health
privacy and development, of hospitable Tfamily [living
conditions. Housing need also refers to the quantity of
housing required to provide housing of given agreed
minimum standards and above for a population given its
household composition in terms of age, size etc, without
taking into account the individual households ability to
pay for the housing.

Housing need 1is thus a '"social"™ concept and should
be differentiated from "effectivp demand” for housina
which expresses a desire for housing supported by the
economic ability to satisfy this desire.

Rural Area: The definition of what constitutes or
demarcates an urban area from a rural area varies widely
Otween different, countries. Tn Kenya an urban area is
defined as any town with a residential population greater

an 2000; the other areas are defined as rural. For
urposes of this study however rural areas are taken to

Fne population in the study area other than

that i ) _ n
trading centres and townships (Physical
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planning Depart.ment. 1978 ).

Households: This refers to arrangements made by
persons who are generally bound together by ties of
kinship for the provision of essentials necessary for
life. Members of one household normally reside together
under one roof or several roofs iIn the same compound.
They are answerable to one head and share a common source
of food.

In this study emphasis has been placed on reliance
on a common bread winner. It was therefore possible to
distinguish two household within the same homestead or
compound. Cooking arrangements within the homestead were
therefore treated as a key guiding Tfactor in
di stinguishing households.

Women groups in this study have boon wused to
represent localised mutual associations of individuals
formed to carry out community based self help activities.
They are refered to as women groups because majority of
their members are women. Even though men are allowed to
become members they are not allowed to hold any

Qadership positions. In rural areas they arc in most

ases either family or village based.
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Non-governmental organisations (NOO"s) may he
class ified according to their extend of resource use and
control as well as their actual organisational
accountability. In this study NGO ’s should he seen as
donor local organisations (DLOs). These are branches of
international donor agencies whose management is
appointed externally. All their resources are obtained
from abroad though beneficiary communities may he

required to provide local inputs.
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CHAPTER TWO:  HOUSING FINANCE IN KENYA

2.1 INTRODUCTION:

This chapter addresses the issue of housing finance
in Kenya. It starts by giving an overview of the general
characteristics of housing finance and goes on to discuss
the various sources of housing finance both conventional
and non-conventional.

The discussion does appreciate the almost egual
share of housing finance market between the private and
public sectors. Within the public sector the main issues
discussed includes government participation in housing
mainly through the National Housing Corporat ion (NHC)
Private sector housing is on the other hand dominated by
the Housing Finance Company of Kenya (HFCK) and housing
co-operatives.

The chapter thengoes on to give adetailed account
°f rural housingfinance in Kenya. An attempt has be”™n
mMa e to demonstrate the existing situation and analyses

6 contribution of existing policyon the present,
on itions. The Rural Housing Loan Scheme (RHLS)
W nistsred by the NHC is given afairly thorough
analysis in  conclusion,  the  limitations of
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administering conventional housing financing approaches

in rural areas are discussed.

2.2 CHARACTERISTICS OF HOUSING FINANCE

The basic characteristics of housing Tfinance in
Kenya like in other developing countries 1is that housing
finance institutions need to lend relatively large sums
for long periods mostly 15 25 years. This loner repayment
period is necessitated by the fact that the sums involved
are large in relation to the 1i1ncome of the normal
borrower. For the housing Tfinance iInstitution, this
means that funds are locked in for this long period,
because the amortization of principal is an extremely
slow process.

The 1interest rates on 1long term Tfunds forms the
basis for the calculation of amortization payments. The
interest charged is aimed at providing a return on the
capital plus a rate which reflects the actual or expected

*nd a margin to cover the costs of
administration by the Tfinancial 1institutions. Tn cases
Oreby * inflation rates are high interest rates will

a so be very high and 1long term finance will be

B-caHy unavailable. This militates against lending



to low income borrowers since higher administration costs
resulting from the Qlarge number of potential small
borrowers pushes up interest rates.

In providing credit therefore, most housing finance
institutions are guided by the principles of minimising
liquidity risk, guarding against default risk and
ensuring loan portfolio returns commensurate with the
cost of the funds and of iInstitutional operation. Over
emphasis of these principles have made lending policies
very restrictive (Habitat 1989).

For example, the conventional mortgage which iIs most
prevalent in many countries is characterised by:

G) Equated monthly or annual repayment

instalments:

() Fixed interest rates for the loan duration;

(c) Long repayment periods of 15-30 ynars.

&) Requirements of free land title or long term

leases.

(e) Requirements of approved formal housing;

() Hebt entry into land register, a highly

formalised legal procedure.
exists various restrictions and

t Stations in dealing with conypntional housing finance
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institutions. The conservative* approach employed by
these institutions in granting loans prevents them from
serving the lower income households. These limitations
may be said to be three tiered.

The Tfirst has to do with the lack of adequately
developed housing finance systems especially in
developing countries. While only a few institutions

exist and mainly banks, mortgage banks and other

financial institutions that generally have the charter
for providing home mortgage finance are essentially
moribund. Many of the financial institutions 1iIn the
developing countries are poorly managed and this has
created fear among savers and borrowers. For example in
Kenya many of the NRFI"s that had sprung up since 1978
are insolvent and 1iIn 1986 several of the larger ones
collapsed. Tn Tanzania iIn early 1987 the main financial
institutions had long standing arrears amounting to half
their Portfolio, and implied losses where nearly 10* of
GNP, while in Costa Rica Public banks which perform 90*
of all lending, considered 37* of the loans uncollectible
n 1987, implying losses of at least twice capital plus

reserves (World Bank 1990).
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The second category of limitations emanates from the
restrictive nature iIn the criteria and terms of granting
loans by existing housing finance institutions. These
limitation arises from the existence of high eligibility
requirements In terms of specified income levels of the
applicant, regular dependable employment and the need to
provide a satisfactory collateral in form of a chargeable
property.

The income stipulated as "adequate'™ to qualify for
a housing loan is very high relative to the income levels
of the majority of the population. This bars 70-80% of
the population access to housing finance and only a
small, mostly urban, minority is actually eligible. This
income criteria also excludes women more often than men,
because of the Ilow representation of women iIn formal-
sector employment. In rural areas on the other hand most
of the households are self employed in small-scale
farming and businesses, activities that do not count as

Aguiar dependable employment to existing Tinancial

institutions.
ousing finance institutions aro also characterised

ry restrict ive terms under which the Iloans ajp

granted. These include:



@

©)

©)

@

®

®

As

The specification of a minimum or maximum size
of a mortgage for home iImprovement or
construction loan;

A clomm payment set at a particular percentage
of the price of the dwelling;

A set maturity date in the future by which time
the mortgage or the loan is to be fully repaid;
A predetermined rate of interest together with
the manner in which it is to be received either
simple or compound and whether quarterly,
annually or monthly;

A predetermined size and frequency of
amortisation payments;

The manner of collection and the penalties for
arrears and defaults in payment.

(United Nations 1978: pg 12).

observed from the above analysis, evolving

housing finance approaches have eliminated majority of

the people especially the Ilow iIncome wage earners and

rura peasants from access to housing TfTinance. The

<Ju red down payment, usually between 75 and 40 per cent

Ithegi cost of the dwelling 1is beyond the available

[ ] g*

marketable assets of a low-income applicant .
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Similar to the privately sponsored housing finance
institutions, government sponsored housing Ffinance
schemes for 1low 1iIncome Tamilies are also beset with
limitations to the exclusion of the majority of families
from mortgage finance schemes. While government schemes
have aimed at groups whose income levels are below those
served by the private sector experience has shown that
such schemes have concentrated more on the technical and
organisational aspect of housing while th™ housing
finance component has received very minimal attention.
Such government schemes have also failed to reach
effectively the targeted Ilow 1income group but instead
have benefited middle and lower middle income groups.
This bad been so because income 1pv™ eligibility
requirements have also been too high to include low
income groups.

Savings-for-housing programmes also form an
important component, of the housing finance market in
developing countries. Loan eligibility in these housing
finance schemes requires that the applicant has a savings
account in the lending institution and a regular pattern
0 savings. it need be noted that the access to funds

ccrued i1s only to those with a relatively stable i1ncome



who can initially make savings deposits and later make
regular payments on their housing loans. This
requirement 1iImplies that such an arrangement cannot
satisfactorily serve the financial needs of the low
income group much so the rural poor.

Housing co-operatives on the other hand have had
little impact as fTar as housing fTinance is concerned.
They have mainly addressed the needs of their members
who are mainly the middle and upper income families to
the exclusion of the poor.

From the foregoing, it is clear that conventional
housing finance programmes currently dominate the housing
finance market in many developing countries. The modes
of operation and the environment in which they operate
under has led to their omission of tire housing TFfinance
needs of the poor.

Even where attempts have been made to serve the low
income groups, this has been targeted mainly to the urban
dwellers in complete disregard of the rural areas where

over 70% of the poorest of the poor live.
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2.3 SOURCES OF HOUSING FINANCE IN KENYA

As stated earlier, we can distinguish two approaches
that are utilized 1in financing housing development-,
namely: conventional and non-conventional. The
conventional sources of housing finance should be seen as
the formal housing Ffinance system that is part of the
economy”s financial system. These sources are
characterised by high eligibility requirements iIn terms
of adequate level of 1income of the applicant, regular
dependable employment and the need for a collateral in
form of a chargeable property. There also exists
restrictive loan terms as regards the minimum size of
loan for housing, high down payments and interest rates,
regular schedules of amortization payment®s and maturity

periods within which the total loan should be repaid.
Non-conventional sources on the other hand are
characterised by a modification of the loan terms,
guarantees collateral and eligibility requirements. This
permits low income households to qualify for and afford
ousing loans. Not many of these soureos are adequately
eveloppcl and therefore their contribution to housing
nance has been minimal. This section will therefore

PU GmPhasis on conventional sources of housing finance



available in Kenya.

It nped be appreciated from the onset: that there
exists an almost equal share of the housing Tfinance
market between the private and public sectors in Kenya
This situation has resulted from government effort to
provide housing to the disadvantaged groups that have
been 1ignhored by the private sector. Secondly housing
finance in Kenya may be described as a "sellers" market
Private companies have therefore been able to lend all
their income to middle and upper income borrowers where
the risk of default is considered to be lower as well as
administration costs per unit.

The level of financial infrastructure in Kenya is
high compared to other sub-saharan countries. It
consists mainly of:

(1) the banking system
(7z.y non bank financial institutions
(3 public sector financial Intermediaries

Tn 1.989 for example the financial sector was made up
of 24 commercial banks with 219 full branches, 71 sub
branches and 169 agencies and mobile units; 53 non bank
inancial institutions with over 1no branches

countrywide; 37 insurance companies; 207 hire purchase
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firms; 19 building socictios and numerous savings and
credit co-operative organisations (RACCO’s) (Economic
Survey 1992 ).

The existence of too many TFfinancial institutions
implies that housing finance has to compete for Tfunds
with many other institutions. Many of these building
societies are relatively young and unstable. Ry 1999,
eight such building societies had been put under
receivership creating untold suffering to both savers and
borrowers.

In analysing the various sources of housing finance
It iIs important to understand the relative iImportance of
their contribution to total investment in housing
development. The specific contribution of various

institutions for 1983 are given in Table 7.1 below.
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in the formal urban sector. A significant contribution
through informal housing and investment iIn rural housing

through traditional methods has however been ignored, due

to absence of data.

2.4 PUBLIC RECTOR HOUSING

The public sector in Kenya plays an important role
in housing delivery as well as providing support for the
private sector mortgage Ffinance institutions. Tt.s rol °
in housing development should therefore be seen as being
multifaceted.

The key actors in the public sector include the
Ministry of Public Works and Housing, Local authorities,
the National Housing Corporation (NHC) and the Housing
and Building Research Institute (HABRT) at the University
of Nairobi.

The Ministry of Public Works and Housing is charged
with the formulation of Policy, setting housing
standards, implementation of government housing
programmes as well as giving overall guidance to the
housing sector. On the other hand the HABRT undertakes
research into the technical and socio-economic problems

of Ilow-cost housing. The researches aims at seeking
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solutions to the practical problems of construotion, site
organisation aiti housing Tfinance.

Due to limitation of funds the proportion of
government revenue allocated to housing development and
management has continued to show a declining trend. In
the Blast five years for example government budgetary
allocation on housing declined from 2 .0% during the
1.988/89 fTinancial year to a meagre 0.35% in 1992 .03.
This 1is depicted in table 2.3 below.

The implication here 1is that housing has continued
to be a Ilow priority 1iInvestment within government

development policy.

Table 2.2: Approved and Actual Government Expenditure on

Housing 1988/89-1992/93

YEAR Approved Aetnal Approved
Exp. 1In KE Exp. in KF Exp as % of
Millions Millions Devt. Exp.

1988789 19.18 14 .18 2.00"

1989790 12.42 10.01 1.30

1990/91 11 .50 14.66 1.18

1991/92 6.03 9 .50 0.55

1992/93 4.16 - 0.35

Source: Economic Survey 1993
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2.4.2 THE NATIONAL HOUSING CORPORATION

The National Housing Corporation (NHO) was
established in 1067 through an art of Parliament 'the
Housing Art rhapt.or 117 of the haws of Kenya"™ to take
over the operations of the Central Housing Board, after
recommendations by the UN special Mission on housing to
Kenya 1In 1964 and 1965. The transformation of the
central housing board to NHC was based on the need to
establish an independent body quite separate from t
Ministry capable of giving support to a wide? field than
just local authorities and to undertake projects of its
own .

The NHC is the governments chief agency in housing
development and falls under the Ministry of Public Works
and Housing. Through the NHC funds intended for low cost
housing are channelled to local authorities, housing
cooperatives, other housing development agencies and even
private individuals. The NHC gets its Tfunds from
government budgetary allocations, extainal funding
(borrowing) as well as the repayment of principal and
interest by local authorities, companies and individual

accoun ts.
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5*

The main functions of the NHC are:

It acts as a agency for transmitting loans from the
Ministry of Public Works and housing to local
authorities for development, of low eost housing in
towns and to individuals iIn rural areas for the
development of housing on their own farms and 1in
their home areas.

It provides technical assistance in form of
designing, tendering and supervising construction
for those Ilocal authorities i1nadequately staffed
with the necessary technical personnel.

It develops and manages housing estates in order to
supplement the capacities of local authorities
concerned to meet the demand for housing iIn areas
whereby the local authorities are unable to .initiate
and manage housing estates themselves.

It supports and encourages the development of better
housing construction techniques, designs and
utilization of appropriate and cheaper building
materials through the Housing and Building Research
Institute (HARR!) of the University of Nairobi.

It undertakes to stimulate greater participation of

the private sector by developing mortgage housing
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estates with mortgage loans being provided by HFCK.
In this way it acts as an estate developer for
mortgage housing schemes which are designhed to meet

the demand for housing by middle i1ncome groups.

The NHC undertakes five different types of housing
development programmes. Four of the schemes are mainly
urban oriented, namely: Site and service schemes, Tenant-
purchase schemes, Mortgage housing Schemes and rental
housing . Thera 1is only one rural programme, the Rural

Housing Loan Scheme.

(@) Site and Service schemes

This 1involves the provision of partly completed
housing units with basic infrastructure. Each housing
unit iInitially consists of a wet-core, shower, kitchen
and two habitable rooms. The NHC also provides a
materials loan in some cases depending on the
availability of funds. The 1loan is repayable over a
period of 20 years.

The eligibility criteria for this type of housing is
for households with fTamily incomes of between Kshs BOO

and Kshs 1,500 per month. By the year 1986, a total of
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19 622 units had been provided at a total cost of
KEL17,938,116. There are a total of 31 site and service

schemes.

(b) Tenant Purchase Scheme

Tn this category the NHC develops houses and
applicants are required to pay a deposit. No collateral
iIs required and the purchasers become owners of the
houses after completion of the total payment. Currently
such schemes are being developed in slum upgrading
regions, Tirst preference being given to the displaced
occupants. Since its i1nception the programme had produced

7763 houses at a cost of KEIl 481 802 by 1986.

(c) Mortgage Housing Scheme

Under this scheme the NHT develops houses and helps
those who qualify to get finance from a financial
institution for the purchase of the houses. In most
cases Tfinance 1is arranged with the HFCK. Repayment

periods for this category are normally 15 25 years. By
1CS6 a total of 1,864 units had been developed at a value

of KE 1,264,265.
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(d) Rental Housing

Rental Housing schemes are developed by the NHT in
conjunction with various local authorities. The schemes
are managed by tho local authorities as collection agents
or directly by the NHT. In certain cases some local
authorities have bought units. The NHT initially charged
an interest rate of 8; to the councils who are expected
to charge 8 1/7 per cent 1in order to cover their
administration costs. These charges have however ""hanged.
Ry 1986, the NHT had spent a total of KE 16,717,667 to

develop 11, 944 units.

(e) Rural Housing T.ocan Scheme

This scheme aims at encouraging home ownership int
eh rural area. Loans are given to interested rural
dwellers who meet the eligibility criteria. The maximum
loan ceiling is Kshs 100.000 or 50% hf the construction
cost whichever 1is less. Since its inception in 1967 the
NHT had given loans to 6797 applicants valued at
KEL19.474, 777 by 1986. A detailed discussion of the RHLS
is given later.

From the +foregoing it can be noted that the NHT

places higher emphasis on urban schemes such as the site
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and spt vicp ; tenant purcha.ee scheme , Mortgage housing and

tenant purchase schemes.

Out of the 47,491 units developed by the NHT between
1967 and 1986 rural housing received only 6 297 units or
13.3% of the total allocation. This low allocation to
rural housing is a reflection of the low priority given

by government policy to rural housing development.

2.5: PRIVATE SECTOR HOUSING
The private sector iIn Kenya 1is mainly involved in
medium and high 1income housing even though some co
operatives are engaged iIn low income housing. The main
sources of private sector housing finance includes
(@ Building societies and related organisations such
as the HFCK, EARS and 8 & 1, (K) limited.
(b) Commercial banks
(©) Insurance companies
(d) Co-operat. lves
(e Private organisations as employers (involved in
employee housing)
(f) Private individuals
The financial organisations/Zinstitutions involved in

m°rtgage lending are registered under the Banking Act,



Companies Act or Building Societies Act. Those
registered under the Companies Act Ilend for housing
purposes only. A number of institutions are however
engaged in the development of their own projects. An
example 1is the HFCK through 1its subsidiary the Kenya
Building society and the EABS through Akiba building
society.

Even though, all the above institutions have
continued to play an active role as sources of housing
finance this section will endeavour to discuss the
contribution of only two sources; the building societies

specifically the HFCK and Housing Co-operatives.

2.5.1. HOURTNG FINANCE COMPANY OF KENYA

The housing finance company ofKenya (HFCK) 1is the
largest Mortgage Tfinance company 1in the country. Ttwas
incorporated in December 1965 as a joint ventvne between
the Kenyan government and the Commonwealth Development
Corporation (CDC) of Britain. At the time of
incorporation equity was held at 60% by the rnc and 40%
by the Kenyan government.

In 1970 equity holding changed and the Kenya

government, became an equal shareholder with CDC on a 50
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to 50  Dbasis. Through the ongoing government
privatization policy the HFCK floated 18 million shares
for sale to the public in 1893. This enabled it to raise
Kshs 126 million in additional capital and changed the
share holding such that the government and CDC each holds
30.4* and the balance 39.2 % is held by the public.

The formation of the HFCK aimed at encouraging
private sector involvement in housing development. The
main objective was to implement and supplement government
policy by promoting savings and providing mortgage
facilities to the Kenyan public.

Mortgage lending by the HFCK was initially
restricted to zoned residential areas 1in Nairobi and
Mombasa. This trend has however changed and lending has
been extended to other urban centres countrywide. At
inception also the HFCK did not directly undertake tit5
development of housing estates. It did however
facilitate development by guaranteeing th” availability
of end funds to prospective buyers and provided mortgages
to house purchasers who required and qualified for the
loans. Presently, it is however involved 1iIn the
development of housing through 1its subsidiary the Kenya

Building Society (KRS).
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The institution was thus started to promote thrift
and home ownership by individuals with the ultimate
objective of improving shelter conditions of the people
and assisting in increasing the countrys®™ housing stock.
In doing so, the HFCK is expected to provide housing
finance, assist iIn project preparation and provide
guidance and management expertise needed for housing
development through the encouragement of house ownership
by avoiding landlord financing.

The HFCK also promotes the flow of savings both
private and public through the provision of saving and
deposit accounts and the acceptance of and administration
of a provident fund. It also provides housing
development Bonds (HDB"s) designed to direct Tfunds to
housing by giving very attractive rates.

Typically, the HFCK advances between (& to 90: of
the total cost or value of the house to which there is a
clear title. IT the property is a leasehold the lease
should run at least 10-15 years after the loan is paid
off. Loans advanced ranges from a minimum of Kshs 22,500
to Kshs 600,000 and the monthly repayment (redemption
plus interest) should not exceed 259 of the borrowers

monthly income. There exists an interest differential of
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3-4* which compares favourably with those applied by

banks and other Ffinancial institutions.

2.5.2. HOUSING CO-OPERATIVES

Housing cooperatives 1includes a wide range of
institutional arrangements TfTor collective provision of
non profit making housing. They may also be described as
collective self-help and mutual assistance groups,
social housing or housing associations. Despite their
immense potential they are among ihe most under utilized
in raising housing Tfinance..

The International Labour Organisation (TLO) in its

recommendation 127 defines a cooperative as:
"an association of persons usually of limited means,
who have voluntary jJoined together to achieve a
common economic end through the formation of a
democra t.ical ly controlled business organisation,
making equitable contribution to the capital

required and accepting a fTair share of the risks
and benefits of the undertaking™.

Most of the cooperatives are registered under the
Cooperative Act or other similar legislation. To avoid
these tedious legal procedures informal groups in housing
development have been treated as sufficient. Interest on
mutual self help groups in developing countries has come

about partly because of the failure of other systems of
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housing delivery to provide sufficient housing of an
adequate standard in urban areas as well as the existence
of a tradition of collective support in rural areas
(Habitat 1989) .

Housing cooperatives have an advantage in that users
participate in the provision of their housing; they also
do help in the mobilization of skills of the community
and 1its Tinancial resources for housing delivery. Tn
rural areas they provide the collective security which
can substitute for the often non-existent title deeds and
the traditional reluctance to repossess somebody else
house.

In Kenya the main priority for cooperative
development 1is on small holder agricultural sector, the
promotion of savings and credit societies, and
cooperative housing for workers (Sessional paper no. 14
of 1975 on Cooperative Development Policy for Kenya pg.
12). This was in support of an earlier assertion in
Sessional paper no 5 of 1966 which stated that:

"Kenya has a number of good cooperatives that

can be used to finance housing for their
members'  (GOK 1966 pg 4).

Despite this realisation, the growth of housing

cooperatives has been a very slow process. By November
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1977, only 22 housing cooperatives had been registered.
By 1983 over 70 housing cooperative?; had been registered
Right of these were religiously based within the Islamia
community and had managed to provide 1500 units in urban
areas by 1983 (Gatabaki Kamau 1985).

Security for Mortgage loans to rural housing has
always presented a problem in Kenya due to the absence of
clear title deeds and difficulty of establishing the
value of property even when other conditions are
fulfilled. Housing cooperative societies and other
groups with a common bond may serve as a catalyst in
facilitating loans and assisting with technical and
administrative tasks.

Where they have been tried housing cooperatives in
Kenya have proved successful as a non-conventional
approach to solving housing finance problems. Two
examples are worthy mentioning: In the Gikomba
cooperative society loans were advanced by the NHI and
guaranteed by the Nairobi City Council. No title deeds
were required for the loans, iInterest was low and covered
the total cost of construction money raised from savings
and rentals was utilized to build more houses. The NCCK

also gave interest free loans with Fflexible repayment
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schedules to the Huruma self help building groups. Tha
groups consisted of unregistered self help building
groups and loanees did not have proper title deeds. This
indicates that given initial capital , even the poorest of
the poor have the capacity and potential to construct
decent, houses. (HABR.T. - University of Nairobi 1983).

Housing cooperatives are however beset- with
problems. These include lack of suitable and affordable
land; lack of finance - their weak financial base _.implies
that internal sources such as membership fees; share and
other contributions may not be adequately met. There Iis
also lack of technical, managerial and administrative
knowledge especially among the lew/ income urban dwellers
and rural peasants.

Housing cooperatives in Kenya have also tended to be
of "limited objective” type. This 1implies that they
dissolve after meeting certain specified objectives surh
as acquiring of land, its subdivision and soliciting of

funds for housing construction (Muller 1978).
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2.5.3 NATIONAL COOPRRATTVR HOUR INC? UNION (NAOMU)

The NACHU was formed to assist and supervise housing
cooper at ivif? in all their technical, managerial and legal
aspects. The union also advances mortgages to low income
groups that do not have access to mortgage loans through
the mainstream Housing Finance Institutions.

NACHU plans and develops feasible housing schemes
for 1low 1income workers and assists them 1o secure
finance. It also provides them with simple management
services.

In the 1979-83 plan period, housing cooperatives
were expected to develop 9 520 new housing units with
assistance from NACHU. This expectation was not howevet
realised due to shortage of funds. In 1984, the Kenya
government, entered iInto a loan agreement of Kshs 304
million with the USA government. Part of this Iloan
amounting to Kshs 56 million was to be sp°nt under the
NACHU programmes. This saw the mushrooming of now
housing cooperatives and by December 1985, 30 new housing
cooperatives had been registered.

In assisting the housing cooperatives NACHU aims at
Promoting viable Ilow income housing cooperatives. Low

income housing cooperatives have however got to encounter



four basic problems.

The first has to do with their _limited financial
bases. This makes it difficult to mobilize adequate
finances from members. Misappropriation of the little
acquired Tfunds has also been rampant due to Iloopholes
created by badly kept books. Secondly du« to their
nature of organisation housing co-operatives are more
easily affected by political interferences.

The high levels of 1illiteracy among members has
resulted into over ambitious and unrealistic
expectations. This creates apathy with the society when
expected benefits are not seen to be Fforthcoming.
Lastly, housing cooperatives are TfTaced with [legal

problems. They operate under the co-operative societies

Act 1972. At the time of its last revision there existed
only one housing cooperative - The Gikornba housing
cooperative. This 1implies that the special needs of

housing cooperatives were not addressed adequately.



2.6 RURAL HOUSING FINANCE IN KENYA
2.6.1 THE DEMAND FOR RURAL HOUSING FINANCE

Shelter problems in rural areas result from a number
factors. These includes the fact that rural communities
are characterised by low or non-existent 1incomes,
insecurity of tenure and landlessness. Restrictions on
loan facilities denies the rural poor access to housing
credit to improve their housing.

According to a United Nations Mission to Kenya on
housing in 1965, rural housing conditions 1iIn terms of
extra units required were estimated to be five times
greater than in urban areas. There exists no serious
problems of overcrowding but the majoT concern 1is one of
the need to improve existing standards. (Sessional papet
no.5 of 1966).

Tn the 1Q70-74 plan period 11t was estimated that
50.000 new units would be required annually to meet rural
housing requirements. During the 1979 Rl plan periods
90.000 units were required annually to meet additional
demand and 125,000 units to replace existing housing
stock beyond repair. The requirement for additional
housing units id rural areas has thereto? e continued to

grow. The National Housing strategy for Kenya 1987 2000
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report, project that the total rural housing heed Was
754 .000 units annually of which 192,000 v;as fo be of ppw
units. This was to grow to 312,000 units by the year
2003 while the need for new units was expected to rise to

267.000 iIn the samp period.

2.6.2 THE RURAL HOUR TNClI LOAN SCHEME (RHLS)

Thp Rural Housing Loan Scheme (RHLS) is
administered by the NHT . The scheme was slat foi in 1067,
with the aim of assisting low income households in rural
areas to build better housing. This was In response to
the recommendations of the United Nations Mission to
Kenya In 1060 (Rloomberg 1065).

Tn its fTindings the mission did report that housing
needs in rural areas were 5 times greater than in urban
areas. Other than iImprovement <10,000 units were required
annually to cater for iIncrease In households. This had
risen to 90,000 units by the 1979-83 plan period.

The scheme provides loans to individual house
builders up to a maximum of Kshs 100,000 or rox of the
construction cost: whichever is less. Tn granting loans
the nht demands that, the applicant meets various

conditions as enumerated below.
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1.

Conditions Governing the Granting of RHLS by NHI
Applicants riro required to produce proof of income
either by producing a letter from their employer @f
in employment) confirming gross monthly income or
Income Tax Assessment, form for the past two years or
Bank Statements for th® last six months.

For the applicant, to be considered the value of both
the work done and materials on site should be about
50* of the estimated cost of the house.

Loans are granted to those over IB years of age
provided that at the expected loan redemption, the
applicant shall not be over 55 years old.

The loan advanced 1is repayable over a period of 10
years, the corporation may however Tfix shorter
repayment periods depending on the age of the

appli cant.

The maximum loan advanced to rural applicants is*
Kshs. 100 000.

The applicant must produce two copies of the
building plan of the proposed house and photographs
showing the stage of completion.

On receipt of an offer for a loan the applicant must

provide a security to cover the loan. The security
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10.
11.

must be in Hie form of the title deed of Hip plot
where the house 1is heinq constructed or any other
title deer] available. A second charge over rnorfgaged
property is also acceptable.

After allocation, the loan 1is releaned to the
applicant 1qrs legal and inspection (and valuation
costs where applicable) provided that a charge iIn
favour of the corporation has been registered or iIn
case OF guarantees, the legal requirements have been
completed.

The applicants must declare whether they have any
other residential houses in rural areas This
information is verified by the corporation at the
time of carrying out 1iInspection.

Loans are granted on 'first; come TFfirst, served" basis.
The allocation of funds is subject to the
availability of adequate funds and the corporation is

not duty bond to every applicant who qualifies.

(b) Administration of the Rural Housing Loan Scheme

Application forms are supplied by the corporation on

receipt of an application Tfee of Kshs. 150 either in

cash, money order or bankers cheque. Upon receipt of the



completed application forms the corporation conducts
inspection to determine whether 50% of the construction
has been done. All the successful applicants are then
entered iIn a waiting list prepared according to ones
district.

Loans are then allocated depending on the
availability of funds to the first in the waiting list.
The number allocated to each district depends on th°
assumed needs as determined by the NHT.

Successful applicants are then required to abide by
condition 7 as stated above. The loan is then released to

the applicant less legal fees and inspection costs.

(©) Achievements of the Rural Housing Loan Scheme
Since its inception in 1.967 the scheme had advanced
loans worth ovei KFf 13 millions to 7499 beneficiaries by
december 1997. Not all qualified applicants have .been
aMe to receive loans due to shortage of funds. In the
last 10 years fTor example funds were allocated to only

32% of the successful applicants as shown in table 7 .4.
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Table 2.3 Number of Successful MILS Applicants

1902-1988
Year No. of No. of Percentage
Quali fied Successful
Applicants Applicants
1982 847 588 31.8
1984 1635 381 23 .3
1985 1434 352 24.5
1986 1022 731 71. 5
1987 1082 532 49.0
1988 1264 96 7.6

source: NHI annual reports

(d Limitations Facing the Rural Housing Loan
Scheme

The admin ist.rat ion of the Rural Housing loan Scheme
is faced with various problems. These problems do limit
its performance 1In meeting housing finance requirements
in rural areas.

The first problem is related to the lack of adequate
finances. Most of the funds advanced to th™ NHI either
from the government or donor agencies are directed
towards development 1iIn urban areas where the housing
problem is seen to be more acute iIn within government
housing policy cycles. The allocation of funds for rural
housing development are so low relative to demand that no

reasonable improvement can be expected.
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Secondly the highly restrictive loan conditions set
by the NHI do ignore the socio-economic conditions under
which rural communities live. Incomes of rural
communities are seasonal and depends on the presence of
a good harvest since over 701 rely on agriculture with no
salaried employment. They lack title deeds and other
forms of chargeable property for use as security. This
excludes the rural from housing TFfinance. Th> RHLS has
therefore been accused of benefiting mainly the rural
elite and urban wage earners.

The organisation and administration of the scheme
has deficiencies which have 1impended the efficient
implementation of the programme. The NHI is essentially
an urban institution and places more emphasis on the four
urban schemes mentioned earlier 1iIn section 2.4.2. The
RHLS 1is only treated as a section under the personnel and
Administration department. This is a reflection of the
low priority attached to rural housing.

Fourthly, the NHI 1is not represented at > district
level. This implies that interested rural households must
travel to the few regional offices creating a lot of

inconveniences.
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There also exists lengthy loan application
procedures and at times waiting periods of up to four
years have been reported. Building costs havp been rising
steadily over the years and thus loans granted after
these long waiting periods to complete the construction
of the house as per the earlier estimates.

The above reasons therefore do limit the successful
administration of the RHLS and other conventional housing

finance schemes in rural areas.
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CHAPTER THREE: ACTORS IN RURAL SHELTER

PROVISION

3.1 INTRODUCTION

Kenya®s development strategy since independence has
placed very little emphasis on the iImprovement and
development of vrural hous.ing conditions. Existing
government policy on shelter development has been
basically one of constructive non-intervention. As noted
in the Tfirst National Development Plan 1964-70, which
stated that:

"the major part of rural housing must continue to

be built, as iIn the past by rural communities

themselves and mainly with local raw "mater iais."
(National Development Plan 1966-70 pa 336).

The situation did not improve much and the 3rd National
Plan did note as part of the governments basic strategy
on housing that:

"The Government programme must Concentrate on urban
areas ...... for the time being, rural housing
must be left primarily to private and self help
efforts which have been able to maintain the number
of houses required though not to improve their
sizes and increase their amenities™

(National Development. Plan 1974-78 pa 18).

As nnted in the two National Development plans,
aPart. from some very small financial support from the
government, and poorly coordinated efforts by a few
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agencies, shelter development in rural areas has been
left increasingly to individual house owners. The
production of dwelling has been done mainly by the local
people themselves either individually or through self
help activities utilizing traditional raw materials.

The traditional shelter so provided iIn any given
area has been a reflection of the cultural heritage of
the people, their lifestyles and available construction
materials. Traditional building styles however do have
disadvantages. The structures produced to require
frequent maintenance such as the replacement of grass and
thatch roofs every three to Tfive years. They also
provide a poor health and hygienic situation because of
the presence of disease causing insects harboured in the
earth floor, mud walls and thatched roofs. Traditional
housing structures are iIn most cases poorly ventilated
and are frequently gutted down by file.

Rural shelter problems have therefore continued to
persist due to lack of agencies involved in their
improvement as well as numerous other factors that;
include: the dominance of an economy characterised by low
Or non existent cash incomes: insecurity of land tenure

and landlessness among the vrural poor; shortaaes in

65



traditional raw materials resulting in increased
construction costs; shortages or the non availability
modern building materials, tools and skills; socio-
cultural constraints and the existence of an unclear
national commitment to improving rural shelter
conditions.

Traditional building materials have also become
scarce due to campaigns against their use by
environmentalists. Modern building materials are also iIn
short supply and increasing costs militate against their
utilization. There also exists soci o-cultura.l
constraints that increases the demand for housing. Local
customs among the Kamba require that males over 15 years
and the circumcised construct their own shelter. There
also exists an unclear national commitment to improving
rural shelter conditions.

Tt is therefore worth noting that housing
construction in the rural areas has continued to rely
heavily on individual households and the assistance from
self help groups. Most of the houses constructed utilizes
traditional building styles and produces houses of a low
quality. The houses require Tfrequent maintenance and

Presents an environment of poor health. Insects harbour
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in the cracked floors, mud walls and thatched roofs. The
ventilation is poor and fire hazards are common.

As mentioned earlier the restrictive loan practices
of conventional housing finance institutions bar the
rural poor access to housing credit. Host of the finance
available is thus from informal arrangements apart from
the Rural Housing Loan Scheme (RHLS) administered by the
NHI whose administration 1is discussed below.

In view of the above 11t 1is unlikely that formal
housing production systems will ever produce adequate and
affordable housing for the poor especially in rural
areas. The major obstacle 1i1s the lack of financial
resources and few governments of developing countries can
claim to be capable of dealing with the central 1issue of
shelter finance particularly housing for the poor.
Reliance on self-help and other non-profit making shelter

production processes may be a successful alternative.

3.2 WOMEN IN SHELTER DEVELOPMENT

Studies on women in development (Purcell, 1983;
Boserup, 1970; Tinker, 1976) do document their
substantial contribution to development 1in general and

shelter development in particular. These studies refute
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the extend to which development "trickle down"™ to affect
the employment, 1incomes, workload and qgender living
conditions of women. They do advocate for a '"people
oriented”™ "gender aware'™ approach that will avoid most of
the unintended negative consequences of development
efforts. The participation of women in the policy and
decision making process; ensuring their access to credit
and housing finance as well as land and security of
tenure is thus vital (Habitat, 1986).

The need to 1incorporate women in any housing
programme meant for rural areas arises from two major
premises; one, housing because of its cultural patterns
and biological factors of reproduction has greater
significance for women than men and secondly, women
contribute significantly to shelter development through
their paid and unpaid labour (Habitat, 1988). According
to Moser and Chant (1985), the fundamental role of women
in the provision of shelter and infrastructure is as the
major users and consumers. Consequently, they are usually
more committed to the success of housing projects by the
enthusiasm to participate in housing construction. The
nature of their participation vary according to cultural,

social, political and economic characteristics of the
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society.

Various countries of the world including different
world bodies have acknowledged the significance of the
role played by women in development and have devoted
considerable attention to women®s contribution to
economic progress and shelter development. For example,
the Global Strategy for Shelter (GSS) to the year 2000 iIn
its paragraph 19 did note that:

"in addition to actors already involved in the

shelter production process, an important place must

be found for the integration of the potentially
powerful but hitherto excluded contribution of

women' . (Habitat, 1991).

This was 1In response to the realization that women
are subject to special constraints in obtaining adequate
housing finance and in participating in human settlement
development efforts at all. levels. While some of these
constraints are as a result to gender discrimination,
others are as a result of their severe poverty, their
lack of education and training and their double and at
times triple burden as housewives and workers in the
formal, and informal sectors of agriculture, commerce and

industry.

It 1is therefore Important, to enhance women
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participation in shelter and infrastructural management
in rural areas since they shoulder most of the problems
resulting from 1i1nadequate shelter and infrastructure.
Women build or help build shelter for their families and
are responsible for their upkeep. They walk lonq
distances to fTetch water and collect firewood and 1in
absence of reliable means of transport carry all what is
bought and sold to and from market centres.

Despite this realisation women are 1iIn most cases
left out iIn community shelter programmes because their
needs and potential contribution are not tak™n into
account in the formulation and implementation of relevant
programmes and projects. The marginalization and lack of
recognition of women®s contribution to shelter
development emanates from the fact that solutions aimed
at ensuring their incorporation often 1involve problems
outside the scope of the project (Habitat, 1988:0ECD,
1984 ).

Development programmes therefore do address the
economic n”eds of women less adequately as they do those

men. According to Ruvinic (1984) project
interventions aimed at assisting women involve welfare

objectives while women needs call for increasing their
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productivity and incomes. Such projects are mainly the
brainchild of welfare and relief oriented women
organizations and as noted by Buvinic:

"the women based institutions that are chosen to
implement women projects are organisationally
capable of executing welfare projects, but not
production oriented projects. Since these
institutions want to execute successful projects
their most rational option is to translate these
production objectives into welfare actions.

(Buvinic, 1984 page 13).

On housing design and planning women as the primary
users of shelter and infrastructure can proffer basic
information on societal needs yet they are seldom
consulted for their views. Their exclusion from the
design and planning process has the effect that women
have to adapt to the design instead of the design
reflecting their needs (Agbola, 1989). This exclusion is
not justified nor collaborated by history. As noted by
Cole (1973); Reiter ((1975) and Torre (1977) women 1in
almost all early civilizations have been original
builders. In contemporary developing countries they
still play an active role in house building.

Women also engage either in groups or cooperatives
in the production of building materials despite their
limited access to capital required for such activities.

Examples of their participation are to be found in
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Mozambique, Malawi, Kenya, Sri Lanka, Nigeria and
Zimbabwe.

Their role in the construction and maintenance of
the housing stock has in most cases gone unnoticed and
consequently unrecognized. Women play both direct and
indirect roles at construction sites by either drawing
water and providing supportive fTacilities. Through
training in masonry, carpentry, plumbing and other
construction jJobs women have demonstrated their ability
to put up shelter on their own. |In Panama the Women Self
Help Construction Project (WSHCP) helped put up 100
houses that were shared among the participants (Girling,
1983). The maintenance of housing dwellings and the
immediate environment was far a long time been regarded
as the duty of women, (Chant and Moser, 1985). They have
for a long time been responsible for the repair of houses

and infrastructural facilities within the neighbourhood.

3.2.1 WOMEN PARTICIPATION TN  COMMUNITY  SHELTER
PROGRAMMES:

The participation of women 1in shelter development

can be said to be multifaceted. As stated earlier the

r°le that they play in the construction industry mainly
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varies with the cultural belief systems of the
communities they belong to. Where cultural constraints
prohibit their involvement in outside activities, their
contribution is primarily centred on the improvement of
the Tfamily shelter unit and of infrastructure 1iIn the
immediate neighbourhood. Their contribution to shelter
development is therefore mainly through the family and
the community. They also do participate in the informal
and Tformal construction-sector labour force mainly as
workers (Ross Frankson, 1987).

Rural women are mainly agricultural workers. They
make 50* of the worlds adult population and contribute
one third (V3) of the total working hours. Despite this
they earn a mere one tenth (1/10) of total worlds income
and own a meagre one percent (%) of the worlds wealth.
This scenario creates a situation of extreme poverty that
leaves little time for any but the most basic survival
strategies (Carr,1985).

Though there has been little contribution 1iIn terms
of researchers into women"s housing conditions and their
Participation in shelter development, current
Navelopments do promise a growth in literature (Agbola,

1989). This growth may be attributed to the UN



International Year of Shelter for the Homeless (1YSH)
which was called in 1987 to address the situation of one
quarter of the worlds population who liv« iIn iInadequate
shelter and unhealthy environments, a majority of whom
are women.

Existing literature does document the various
contributions of women in shelter development. A
conference on "Women and Shelter in Eastern and Southern
Africa™ held in Harare, Zimbabwe in 1987 did document the
roles played by women in housing construction and the
numerous problems faced by rural women iIn reaard to land

tenure and legislation as well as access to housing

finance.

In Rot.swana for example women do most of the
traditional building roles, walls, thatching, Tfinishes
and maintenance, while men do the roof structure. Tn
Malawi, women traditionally transported materials to the
site, fed men and did finishes and maintenance. Tn
Kenya, women 1in agricultural communities collected the
thatching materials (and in some cases did the thatchina)
for walls and floor finishing and building maintenance.

In pastoral communities such as the Masaai®s women were

responsible for the construction of the whole house



(Habitat, 1990).

Presently women participation 1in rural shelter
development may be seen through self help activities and
housing cooperatives. The Malawi government has a rural
housing project that provides credit and technical
support for improved rural housina. The project directly
encourages women participation by training them as
artisans. In Konya there exists over 1000 women mabati
groups spread throughout 91 districts. These groups get
very little outside support iIn form of training and
technical assistance. In central province alone th°
existing 301 mabati women groups have boon able to built
over 35 000 houses (Agbola, 1989).

The above analysis 1is a clear manifestation of the

great contribution of women in shelt-er development.

3.2.2. ACCESS OF WOMEN TO HOUSING FTNANCF

The access of women to credit in general and housing
finance 1In particular is rarely documented. Their
Participation in housing TFfinance however takes a

multiplicity of forms and has a broad range of
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First: existina financial policies employed by
governments and the extend of women participation in
their formulation and implementation affects their access
to employment, income and services and influences,
investment 1in housing. According to a world survey in
regarding the role of women in development (UN, 19R4)
policies advanced to fight poverty employment and income
distribution are mainly regressive on poor women
(Habitat, 19RR).

At the micro level the rules and procedures employed
by financial 1institutions in giving loans, mortgages and
other forms of credit are discriminatory anainst women.
This creates the need to identify obstacles facing women
access to housing loans.

The growing recognition of the role of women in
agricultural production has resulted in emphasis on the
provision of credit being placed on agricultural credit.
On housing focus has been on the provision of Tfinancial
support for owner construction of dwelling units.

Despite this growing concern, the access of women to
credit Tfinance 1is faced with numerous constraints.
Inheritance riahts in many African societies either

legally or by cultural practice are vested on men only.
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Women must therefore obtain collateral from their
husbands. Their need for small loans makes them
unattractive to financial institutions and their 1ow
education level limits them from pursuing alternative
sources of credi t.

This scenario calls for the need to establish
alternative approaches aimed at improving women access to
credit Tinance. These may include credit for building
materials production by women aroup and training in
marketable construction skills. Such approaches should
aim at .increasing their 1income levels and credit
worthiness. Eradication of discriminatory pract ices that
exist between men and women and between urban and rural

women would also help improve their access to credit

finance.

3.2.3 PROBLEMS FACED BY WOMEN IN REGARD TO MOUSING
FINANCE
According to Hayanga (1.9R6) the constraints faced by
women In galining access to housing finance are three
fold. There exists problems that emanate from the
characteristics of women groups themselves; those that

caused by government policy, restrictive and

77



discriminatory regulations; and lastly those that emanate
from the operational practice?; of Ffinancial iInstitutions.

Women groups in rural areas are characterised by
massive poverty and illiteracy amona members. They lack
education, property and incomes and consequent 1y have n°
savings. They have little “ccp?d to iInformation
regarding housina finance and their ability to formulate
viable projects is also very Jlow due to educational
background and work experience.

Their traditional role in subsistence agriculture
and other mundane jobs that require little technology
leaves them with very little time to acquire new skills.
Contemporary society gives them low wages, low status
jobs in unstable employment opportunities and
consequently treats them as secondary income earners.

Women organisations also lack the leaal status
(i.e legal entity of their own Ilike companies and
cooperatives) required by financial institutions before
granting loans. These institutions also fear men’s
interference iIn projects that are iInitiated by women.

On the other hand constraints that emanate from the
government are  basically institutional, leaal and

Procedural . The status of women is at times equated to
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that of minors and many a times the approval of spouses
is sought when applying for loans. These discriminatory
practices creates a significant lack of representation of
women among borrowers. For example women borrowers have
received only 15% of the approved individual 1lo”™ns from
HFCK . A survey of married owner occupiers in 1.971 who had
received mortgages found out that 47% had the homes
registered 1in their husbands name and only 5% 1in the
wives name , the remainder were registered as joint
mortgages.

There is also a general lack of political will and
commitment to change policy which excludes women from the
mainstream development programmes and projects. TF 1is
surprising to note that even training programmes in women
initiated projects excludes them iIn preference for men.

The restrictive loaning practices of conventional
financial institutions also limit 1Ff not completely
exclude women especially the poor from housing Tfinance.
Women lack property and other forms of collateral and
financial 1institution demands the consent of the husband
for married women.

T.oan application procedures are lengthy and

complicated and this imposes a time constraint on poor



rural women. Financial 1institutions are also located in
urban centres away from rural areas and the dismentation
of information by the financial institution is not in a
form that can reach women. This is due to their low
access to education and the mass media.

The low representation of women in formal employment
implies that the demand for a certain minimum §ncome
excludes them from access to housing finance and other
forms of credit.

The need to enact non-discriminatory legislation,
improve information flows and adapt loan schemes to meet

the needs of low income women is thus an 1issue of vital

concern.
3.3 NON GOVERNMENTAL OROANT RATI ONS IN SMELTER
DEVELOPMENT

The role of NOO"s in rural development and shelter
development 1is iIn many cases ignored or given only token
treatment. Their earlier approaches to development and
the lack of formal communication on their operations at
times puts a lot of suspicion on the governments of
developing countries as to their intentions.

This trend has however been chanaina over the years



and ppks ional paper no. 1 of 1986 ™"Economic Management
for Renewed Growth™ did appreciate and indeed rproani”p
the informal sector as a sector whereby many NGO"s are
involved.

While their initial proliferation was basically on®
of charitable organisations charged with the provision
and delivery of relipf food and welfare service”, recent
chanoes have soon their more active participation in
development related 1issues. Their main areas of
operation have been on environmental conservation, rural
community development, programmes that provide amenities
such as wafer, health facilities and other forms of both
physical and social infrastructural, promotion of small
scale enterprises and more recently on housing and
shelter development.

Tn Kenya there exists over 1,000 NGO"s, church
organisations and welfare groups. Only 950 of these are
officially registered with the NGO®"s coordination
bureau.

Those that engage themselves in shelter development
include Shelter Afrique, African Housinas Fund (AHF)
GTZ, Plan International etc.

NGO"s are oriented towards community development



activ3ties specific services and women groups. Their
objectives in the Tfield of housing are usually to cater
for the lowest income groups which are not sufficiently
met by the government. Their efforts are usually
directed towards covering the basic needs of the poor
people and are often characterized by small scale
operations, an omphasis on personal, relations and the
belief that the participation of the target aroup is
important 1in achieving goals.

Many of the NGO"s involved in shelter development do
consider the adoption of the global strategy for shelter
to the year 2000 by the general assembly as the
culmination of their efforts to seek recognition, at the
policy level for the successful efforts of the poor in
the process of settlement development and shelter
construction (Habitat, 1097).

The intervention of NGO®s in shelter development,
takes various Torms. These 1includes the provision of
advice and guidance to community based housina projects;
technical assistance and Tfinancial support; liaison
between communities and public authorities; as wo all as
organising training and providing Qlegal advice. At the

international levol NGO"s support national action plans.
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Their main Torms here include the Tfight for housing
rights and campaign against eviction, the role of women

and the [links between habitat and the environment

(Habitat, 1997).

3.3.7 THR ROHR OF NGO®"s TN HOUSING:

The primary role of NGO®"s in housing development 1is
to assist the under privileged to obtain appropriate
housing. In doing so NGO"s have endeavoured to iIntearate
earlier welfare approaches with income (generating
activities that ensure the sustainability of initiated
projects through the creation employment opportunities,
improvement of 1iIncomes and promotion of savings among
rural women and the urban poor.

The success of NGO"s supported projects rests on
their ability to develop housing schemes with the support
of the beneficiary communities. The NGO"s assists the
target group through the provision of technical and
management assistance that enables the group to
realistically identify 1its housing needs based on the
available resources. Their technical capacity also
enable them to draft and develop realistic and adequate

implementation strategies that, are able to be adopted by
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t? community after training. Such an impl ementat ion
strategy would incorporate a central oraanisation
structure, financial management and administration
procedures as well organisation of housing construction
and other group activities.

Noo s can also help in the development and
implementation of viable and realistic financina schemes.
While their good financial status enables them to provide
initial fundina for the project they also have the
capacity to identify credit facilities, formulate credit
conditions and design loan terms that do not exclude the
poor . Tn doing so they can help in the development of a
revolving fund administered by the NGO®s itself but
managed and ran by the target group throuah established
commi t.tees .

Their preference for small group implies that
sustainability can only be achieved throuah replication.
The transfer of experiences learned 1in one area to
another ensures that a wider spectrum of beneficiaries is
reached. This makes it possible for development 1ideas

and experiences t0 be shared over a wide aree .
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3.3.3 THR ADVANTAGRS OF NGO'8 TNTRRVRNTTON
The strengths of NGO"s intervention in development

activities rests mainly on an examination of their

internal working structures. According to Gatabaki

(1*385) an in depth understanding of their peculiar

advantages may thus be obtained by answering the*

following questions:

1. Po they serve the poorest sections of the community
and are their leaders as competent, highly
motivated and optimistic as often pointed out?

2. Arp their management systems efficient and
economical and how flexible are their operation?

3. How much 1independence do they have in relation to
their Ffinancial supporters, host governments and
the structures within which they operate jn?

4. What is their role in development? Is it innovative
catalytic, pioneering or supplementary of what the
government and private sector provides?

Fowler (1983) states that NGO"s are capable of
delivering conventional development services with greater
cost effectiveness. This is so due to their reliance on
an understanding of field realities. They are sensitive

to the cultural values of the target population and
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demonstratpr a genuine desire to invite peoples voluntary
participation by 1involvina them at all levels 1iIn the
decision making process.

They should therefore be seen as being innovative in
seeking solutions that address the needs of the poor.
They do adapt easily to change and this ensures the
revision of project designs at varies levels durino
-implemental ion .

Furthermore, their involvement of target communities
ensures that beneficiaries become equal partners. This
motivates the local communities and contributes greatly
to the success of the project.

Their approach to development makes them attract
attention at the local, national and even international
levels to the needs of the underprivileged groups. This
has the advantage that they are re<~pivQd more
enthusiastically by local communities than government
projects. Secondly it ensures them the availability of
funds from private sources that would otherwise not be

channelled to housing purposes.
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3.3.4 LIMITATIONS OF NGO'S ACTION.

While the contribution of NGO"s to development, in
developing countries cannot be underestimated some of
their approaches to development have raised guestion of
whether they are actually self sustaining.

One, NGO"s have been criticised on account that they
frequently execute theilr projects as charities, which
creates the need for a permanent in Fflnw of new
resources. This approach makes them paternalistic and
may create dependency on the part of the recipients.

Secondly, NGO"s funding of projects is based on
proposals that give a definite time frame. in instances
whereby local capacity building 1iIs not achieved within
the stipulated time period project Tailure may result
aftpr the withdrawal of the NGOls. This coupled with
financial and professional staff 1nadequacies my endanger
the continuity of their work.

NGO"s sometimes lack trained officers to manage th°
finances of the project. Questions have been raised as
to whether they do not form an administrative class in
terms of personnel employment managing resources intended
for the poor. Tn the administration of housing programmes

they are iIn most cases unable to follow through on loan
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repayments. This creates negative altitudes on the

beneficiaries towards repayment and may areal 1ly affect

the success of the project.



CHAPTER FOUR: FINANCING RURAL HOUSING: THE

KAUWI MUUNGANO HOUSING PROJECT EXPERIENCE

4.1 INTRODUCTION

This choptor gives a detailed descript ion of the
study project experience. It starts by aiving a bripf
over vipw of the study aroe and goes on In dismiss the
rural housing conditions in Kauwi sub location. Thp
project is then discussed iIn terms 1its historical
background, Ffinance for th» project; administration and
management; programmes and activities. The chapter ends
by discussing both the implementation and current

problems facing the project.

4.2 BACKGROUND TO THR STUDY ARRA

The Kauwi Muungano project is located within Kauwi
sub-location of Kauwi Hlocation, Kabati division iIn Kitui
district. The area lies approximately 1ftf) km south east
of Nairobi the capital, of Kenya. The sub-location covers
an area of 1. h square kilometres, and is predominantly
habited by Kamba®s who practice mixed agriculture when

rains are sufficient.
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Map 2 Kitui District

: The map shows the location

the Kanwi Mmxgano Housing Project.
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4.2.1 Physical Characteristics:

The climate is dry and rainfall 1is unreliable.
Rainfall totals average 500-700mm per annum and comes 1in
two rainy seasons November/December and April/May. The
land 1s Generally flat and most of the surface area 1is
eroded compounding an already severe climatir* heritage.

The natural vegetation consists of dry bush with
scattered trops and patches of high grassland. Rvpn
though population densities are low, pressure on existing
agricultural land 1is still experienced due to the low
carrying capacity of land. Ecologically the area lies
within the maize and marginal cotton zone as shown on
map 3.

The soils consists mainly of dark clays wi th hiah
water retention capacities iIn the northern parts and poor
sandy loams in most of the other parts. There pu Rtf? no
permanent rivers and the major seasonal stream, the Kauwi
river in the south is a major source of water and sand
used for construction in the sub-location (Kitui District

Development Plan 1989-93).
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4.7.7: Demographic and Household Characteristics.

Tlip sub-location covers an area of 130 sg.
kilometres awl 1is inhabited by 17,177 persons making
1,841 households (1989 National Census Report).

This gives a population density of 93 person per
square Kkilometre. The distribution is however uneven
with hiaher densities iIn Makal.ini, Katheka, and Kit.eeH
villages. Households in Kauwi are Tairly large with a
mean family size of sev»n (7). There also exists a
significant proportion of female headed households (30%).
The average age of the household heads is B/ years, and

55?; are over 50 years.

Table 4.1: Age of household head
Age Frequency Percentage
Below 35 Years 8 8%

36-49 Years 37 37%
50-65 Years 41 41 %
Above 65 Years 14 14%
Total 100 100%

Source: Field Survey 1994

Majority of the household heads (68% ) have no formal
education and can thus be classified as illiterate. Only

3% and 7% respectively have acquired primary and
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secondary school level of education respect ively. This
has a direct hearing on the ability of the people to
understand conventional loan application procedures.
While over 55% of the household heads are over 50
years, the RHI.S gives out loans only to those below 50
years of age. This one requirement disqualifies majority

of the rural, households in Kauwi from access to housing

finance.

4.2.3: Economic Rase and Income Situation
The area predominantly relies on subsistence

agriculture. 02% of the respondents interviewed were

peasant TfTarmers.

Table 4.2: Major Occupation of Household Heads

Occupa tion Frequency Percentage
Peasant/Farmer 82 82.0
Teacher/Clerical 6 6.0
Shopkeeper 4 4.0
Informal 8 8.0
Total 100 100.0

Source: Field Survey, 1994

The high proportion of peasant farmers show/s a

direct relationship with the level of incomes iIn Kauwi.



47% of the households have .incomes below Kshs 1000 while

only 11% have monthly incomes in excess of kshs 3000.

Table 4.3: Households Monthly Income

Income group Frequency Per cent age
hess than Kshs 1000 47 47 .0%
Kshs 1001-2000 32 32.0%
Kshs 2001-3000 10 10.0%
Above Ksh 3000 11 11.0%
Total 100 100 O

Source: Field Survey 1994

These low incomes resulting from the lack of viable
economic activities iIn the area have adverse effects on
the communities development projects.

Secondary sources of income include remittances from
relatives working in urban areas (37%), sale of
handicrafts (20%) and sale of farm produce (17%).

The total disposable incomes and savings are 1lbus low and
their availability for housing construction is limited.

The farm sizes are medium sized and average 9 acres.
Productivity is however low and only 5 acres on averaae
are put under food crops to leave room for grazing. The

stable food grown is mainly maize and beans and the area



is deficient of any cash crops. Most of the Tfamiliar
cannot grow enough food for their own consumption and the
area 1iIs affected by famine.

Most, of the households keep livestock @E.3%). Th”sp
are mainly cattle and goat. Stocks are however very low
and rarely pxreed 5 cattle or 10 goats. These small and
poor stocks imply that they play a wty minimal
contribution to the households income. e of the
households also keep donkeys which are used a means of

transport especially for ferrying water.

4.3 RURAL HOUSING CONDITIONS IN KAUWT

In discussing the housing conditions in Kauwi sub
location an attempt has been made to present the variety
of types of houses. This categorization is based on the
type of raw materials used in the construct ion. Rven

though the variety 1iIs wide fWe main types may be

distinguished. These are:
1. Round houses with mud bricks wall and a thatched
roof .
r
2. Rectangular houses with mud bricks walls and a

corrugated 1iron sheet roof.

3. Rectangular houses with Tfired brick walls and a



corrugated iron sheet roof.

4. Houses with concrete block/natural stone walls and

a corrugated iron sheet roof.

5. Houses with concrete block/natura.l1 stone walls and

a tile roof.

The main type of houses identified above also differ
in terms of the building materials wused in the
construction of the floor, presence of windows and the
availability of amenities such as kitchen, pit latrine
and bathroom.

The Tirst category an improvement over traditional
Kamba architecture 1is very common and a dwelling unit of
its type can be observed in most of the homesteads. The
houses are small, on average 10 square metres and lack
windows. They are commonly built by household members
utilizing building materials from the household farm.
Presently these houses are commonly used as outside
kitchens though they st ill represent the main house among

the very poor households.



rratp 4 .1 I Traditional round house made of mud hrirk

walls and a thatched roof.

Plate 4.7 Rectangular house made of mud brick walls and
a corrugated iron sheet roof.
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Thp spconfl type of houses utilizes a combi nalion of
traditional raw materials for the walls and modern more
permanent materials for the roof. These houses have at
least two rooms and one or two windows to improve on the
ventilation. As in the first category the TFfloors are
aenerally made of rammed earth.

The utilization of fired brick walling in the third
type of houses makes these houses stronger and more
permanent . Fired brick walling is a very common practice
in Kanwi sub-location and Kitui district as a whole. The
houses have better finishes and improvements, are biager
in size, and the number and type of windows fiepends on
the ability of individual households.

Cement:. blocks or natural stones are wused as
materials for walling in the fourth type of houses.
Cement blocks are more commonly utilized and the houses
have more than one room. Ventilation is improved through
the provision of several windows. The shape of houses
varies from rectangular and T and r,-shaped. K need be
noted that the Tfifth category of houses utilizing tile
roofs 1is not a very common type in Kitul district. In
Kauwi however through help from the AHF the nse of tiles

as roofirro materials has become common . Current hous.ina
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conditions jn the sub-location are fbus not i refleelion

of the socio economic status of thr

househoids .

and a corrugated 1iron sh»e>t roof
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Hoiiro constructed with concrete block/natural
-tone walls and a tile roof. These dedans are

prolectCOnKtrUCtPfl HvV M'P KaUwi tiunoann'

As observed earlier building materials used for the

construction of the floors are mainly rammed earth (“43%)

ad cement surface Tinish (A7%). walls are mainly

constructed of fired bricks (30*) while natural stone is

rarely used (4*). Among the members of the K.auwi Muugano

project utilisation of concrete blocks was found out to
he Hip rommnn practice.

The use of grass and thatch for roofino was found
out to be low especially for the main houses 1iIn any

household ,17*,. Presently grass and thatch is used in

foofing kitchens and other secondary dwellings. It need

~N be noted here that a typical Kamha household will be
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made up of several dwelling units. This iIs so because of
traditional customs and practices amona the Karba that
require circumcised males to construct their own shelter .
Tn Kauwi for example the average number of houses 1In any
given household was found to be 3 while the maximum was

7 units, depending on the size of the household.

4.3.2. OKNRRAh CONDITION OF HOURKG IN KAUWI

An assessment of the housing conditions of
households can be made by taking into consideration
several indicators which include the building materials
used iIn construction of the structure; available living
space that determines levels of congestion and privacy;
and the availability of amenities such as the presence
of a kitchen, toilet and bathroom and drinking water at
relatively short distances.

Th® building materials utilized iIn construction of
the house determine the life span of the house and the
need for regular maintenance. Grass and thatch roofs for
example need regular maintenance.

Tn Kauwi an assessment of the condition of the
floor, walls and roof depending on the building materials

used was made. 29* , 46* and 72* of the floors, walls and
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roofs respectively were found to he in a good condition.
The high proportion of roofs classified as good is
attributed to the utilization of tiles provided through
the AHF project.

The fTloors are mainly made of rammed earth and 41*
were found to require immediate replacement . The walling
structures utilizes mainly fired bricks and concrete
blocks and were found to be satisfactory requiring only
minor repairs iIn most Only 16* of the walls
mainly of the traditional round houses made of mud bricks

needed immediate replacement (See table 4.4 overleaf)

Condition of Houses iIn Kauwi

Floor Walil Roof

Good 29 46 72
Bad needs repair 30 38 10
Bad needs replacement g1 16 18
Total 1.00 100 100

Source: Field Survey 1994
As far as amenities are concerned S7* of all
households were found to have a separate structure for
cooking. This was usually a round house made of mud
bricks and a thatched roof. Inside kitchens lacked basic

facilities and 5% of the households lacked any separate
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cooking placp (Ppp table 4.5 below).

214 OF nil households Ulack any toilet Tnciliti.es
Bathing structures are rare and 62% of the households
lack bathrooms. Tn most incidence bathing is done 1iIn the

house, hack of th«se facilities iIs as a result of the low

incomes of fThe ppople.

Table 4.5 Avaliability of Private Ameni ties

Kitchen Pit Latrine Palhroom
None 5.0 27.0 62.0
Separate 87.0 72.0 31.0
Inside Main house 8.0 1.0 7.0
Total 100 100.0 100.0

Source: Field Survey 1994

The source of water, 1its quality and distance to
water supply source is also an important indicator of the
quality of housing. Kauwi 1is dry, larks springs and the
existing borehole broke down many years aao and had not
been rehabilitated by December 1993. The mai?i source of
water 1is from the rivers and streams especially Kauwi.

Rain water harvesting 1is also practised by ?8% of
the residents. 65% of the households rely solely on
streams and rivers for their water supply. The area 1is

flat lacks streams and a majority of households (48.0%)
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have* to walk mors than 2.0 km to oat water.

Table 4.6: Distance to Source of Water Supply

Distance to source Frequency Percentage
Less than 500m 1 4.0
Between 500m & 1000m 27 27.0

1001m - 2000m 24 24 .0

More than 2000m 48 48.0

Total 100 100.0

Source: Field Survey 1004

Even though the utilization of roof catchments (rain
water harvesting) has iImproved over the last 5 years with
assistance from AHF no single household has sufficient
water supplies within the homestead.

Rased on the above analysis of individual elements
than determine housing conditions an overall assessment
of the housing conditions iIn Kauwi sub location can be
made, a score system developed by Rtekenburg (1QRR) has
been adopted for this purpose.

As observed from table 4.7 Dbelow 40* of the
households in Kauwi sub-location Ulive iIn substandafd
housing with 19% living in very poor housing conditions.
37% live in satisfactory housing conditions that need

improvement whereas only 23.0% 1ive in cjood housing
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conditions.

Table 4.7: Housing ronrii tions of Households in Kauwi

Frequency Percentage
Very bad 19 19.0
Bad 21 21.0
Average 37 37.0
Good 18 18.0
Very Good 5 5.0
Total 100 100.0

Source: Field Survey 1994

An attempt to show how these housing “Conditions
relate to the sex of the head of the household, Monthly
income of the household and source of housing
construction Tfinance will he made iIn Ilater 1iIn section

4.5.

4.1.3 SOURCE OF HOUSING CONSTRUCTION FTNANCE

Tn Kauwi as in many other parts of Kenya the
construction of individual dwelling units is principally
the responsibility of the household itself mainly through
the use of personal savings.

Among the members of the Kauwi Muunano project

housing loans from the AHF play a v~ry significant role.
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Othpr sources of bousing finance are generally Jacking

safe for a fpw cases whereby Iloans from savings and
crerlit cooperative organisations (SACCOS) have been

utilized to put up dwelling units.

Table 4.R Sources of Housing Construction Finance

Source Frequency Percentage
Tersonal savings 50 50.0

Loan - AHF 47 47.0

Loan - SACCO 3 3.0

Total 100 100.0

Source: Field Survey 1PQ4
This implies that bousing finance for the
construction of individual dwelling 1is iIn short supply

within tha sub-location.

4.4 THR KAUWT MUUNGANO PRO.TRCT
4.4.1 HISTORY OF THR STUDY PRO.TRCT

The Kauwi Huungano project was started iIn 10S6 as an
umbrella organisation of women groups in Kauwi sub
location. However of the more than 60 women groups
(Mweithya) registered with the social development officer
only 33 women groups are affiliated to the Huungano

Project within the seven villages that constitute the
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sub-location. The distribution of the aroups within the

sub-location arc as follows:

Table4.9: Distribution of Women Groups iIn Knuwi

Village Number of Groups Member sirip
Katheka 8 186
Makalini 2 128
Mat inga 2 51
Mutini 3 136
Kiteeti 6 233
Mutanda 8 187
Kisayani 4 m
Total 33 978

Source: Field Survey 1994

At the time of establishment the aroups aimed at
achievina three major objectives, namely:
i) To construct earth dams to provide rlean water for
domestic purposes and use by livestock
i) To undertake joint soil conservation and tree
planting exercises.
1i1) To construct masonry tanks for individual members
through community based self help activities.
Each group was expected to contribute Kshs. 100 and
each member Kshs 72. This provided the group with a

capital, base of kshs. 76,030. The formation of the group



vms essentially a community based initiative and though
external assistance was received iIn 1987 from the Arid
and Semi -Arid Lands (ASAL) development programme.
Assistance was in form of materials and equipment for use
in soil conservation exercises. Three earth dams were
rehabilitated at Kwa N»uki (Katheka); Matinaa (Matinga)
and Ka.iveti (Kiteeti)

The group was introduced to African Housing Fund
(then a department within Shelter Afrigue) by the nsnn
and thus sought financial assistance for its fellow
cement water tank construction programme.

A study by Shelter Afrigue did reveal that housing
conditions in the study area could not. allow for roof
catchment. The study team then recommended for an
integtated development approach aimed at improving
housing, provision of water and hygienic sanitation.

Discussion were held between the leaders of the
women qroups and officials Shelter Afrigue which laid the
foundation for the housing project. The groups

objectives thus broadened from merely soil conservation

and provision of clean drinking water to include housina
improvement and income aeneration activities for members

African Housing Fund was to assist the project through:



Grants for training,

-
o/

i) Loans for the establishment of a hui.lding materials

production workshop,
Uui) ,,0sns Tor housing, water tanks construction and
welfare programmes.
All this assistance was to bp advanced through the
supply of building materials and members were expected to

put into their labour (sweat, equity) 1iIn putting up th-

structures.

4-4_.2 FTNANCR FOR THF PROJECT

The Kauwi Muungano Housing Project 1is TfTinanced
through financial grants and loans from 8TDA. The AHF
acts as the implementation agency. Finance for the
project 1i1s also obtained from the 1income generating
activities such as the sale of building materials from
its central production workshop and the construction
workshop and the construction of water tanks for non
members.

Ry December 1993, the AHF had disbursed a total of
Kshs 18,824,378 to the project. The disbursements were

distributed as shown in table 4.10 below



Table 4.10 Disbursement of Loans to Kauwi Project

Type of Loan Amount in Kshs
Housing (H) Loans 8 843 696
Water Tank (T) Loans 2 806 208
Building Materials Business Loans 1 890 500
Vehicle (v) Loans 1 414 750
Vehicle advances 382 750
Other Business (B) Loans 192 094
H&WT construction Loans <93 3 348 785
Water well construction (WWC) 36 595
Total 18 824 378

Source: AHF Yearly Report Feb. 1W

Since 1its inception the project has asperated a
total of Ksbs 6,026,539. Total Iloan repayment for both
business loans (R) and housing and water tank (H&WT)

loans has been Kshs. 3,758,954.

4.4.3 PRO.TRCT ADM TN TSTRAT TON * MANAORMRNT

The Kauwi Muungano housing proi“r-t has a widely
spread organisational structure quite uncommon with most
rural community based organisations.

There exists several management and technical
committees as well as a production department . At th°
grassroots levp] each of thp 33 women groups (Mwet.hya) in
managed by an elected committee of Ffiv« members. These
unit group committees report to the village committees

which are 1iIn turn answerable to the central management
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committee. THpj » six subcomm.i ttees th™t deal with
different functions. These sub-committees includes
Housing; Wafer ; Agricultural; Loans; Business; end
Community welfare. The committees work closely and meets
regular 1y to handle their tasks

Th<= production department is headed by the factory
manager, who 1is responsible for the allocation of staff
duties and organisation of the production work at th»
factory. She is assisted by a team of social workers
responsible for the mobilization of the community (group
members) and a technical team that supervises the
construction of the houses. The group also has an

accounts clerk and employs a total of 170 workers.
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Plate 4.6 Production of Building Materials: See roofing
tile.q drying on the racks and the workshop in
the backyard

Most of the building materials produced are used in
the construction of house and water tanks for the members
Part of the materials are however sold commercially to
generate income for the project.

Tn 1902 for example the project produced th?
following quantities of building materials as shown in
table 4.11. To minimise on transportation r-osts and
encourage community participation tha project has
established 11 satellite factories for the production of

hollow blocks for housing construction.
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Table 4.11: Materials produced in 1997

Type of Material. Quantity

4m water tank blocks 14 ,956
3m water tank blocks 7,690

2m water tank blocks 207
6m Hollow blocks 59,136
(FCR) Roof ing Tiles 90,012
Ridge Caps 2,769

Sources: AHF yearly Report 1993
* The capacity of the project is higher than level*
achieved. The lower output was attributed to
frequent closures as a result of raw materials
shorta
This has also reduced the workload at the central
workshop which currently concentrates on the production
of roofing tiles, water tank blocks and production of
materials for commercial purposes.

The major raw materials utilised in the production
of building materials are cement, ballast., sand, red
oxide and sisal fibre. To achieve the 1792 production
levels the project utilized 1823.6 tonnes of cpmpnt and
593 tonnes of ballast. Sand 1is locally available from
the Kauwi river and the project utilized 957.5 tonnes in
1992. Sisal fTibre and r~d oxide are utilized in small
quantities in the production of roofing tiles. In 1992

the project utilized 793 kg of the red oxide and 1236 ka

of sisal Tibre.
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(b) Housing Construction Programme

The housina construction programme started iIn 19R9
with the use of Pise Literate construction technique
Initially the project started by the construction 3
roomed houses with the possibility of extension for a
fourth room. This was however found prohibitive due to
costs and the project currently specialises in the
construction of 2 roomed houses.

After the production of the building materials at
tlie factory, the business sub committee sits down to
price the materials . The materials are then sold to the
AHF who pays the project less the cost of materials
provided. The materials are handed over to the housing
sub-commit tee which determines the number of houses and
wafer tanks to be allocated per village. Each village
committee will mepf after getting 1its allocation to
distribute the houses and water tanks allocated among the
unit groups who iIn turn decides on which 1ndividual
members to allocate to.

Information 1is passed back to the housing sub-
commit foe which ensures that the materials ar® delivered
and utilized for the intended purpose. For p,irh house

660 roofing tiles, 950 - 6m hollow blocks, 1 door, 3



wooden windows and 22 bags of cpmpnt , timber and nai Is
are provided. The actual amount of housing loan advanced
is calculated based on the actual amount of materials
provided. Currently the average «cost. of houses
constructed is Kshs. 29,243.

As of December 1993 the project had allocated a
total of 299 houses which were at various stages of

completion as shown below.

Plate 4.7: A two roomed House constructed with financial
assistance from African Housing fund.
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Table 4.12 Distribution of Houses per village showing
stage of Completion.

Village 1 2 3 4 5 Total
Katheka 5 0 0 1 47 53
Makalini 0 0 0 0 36 36
Mati nga 0] 0 0 1 23 24
Mutini 9 0 0 0 47 56
Kiteeti 3 0 3 1 49 56
Mutanda 2 0 0 2 34 38
Kisayaani 4 0 0 2 30 36
Total 23 0 3 7 266 20Q

Soiirce : aT# Annual Wepdrt Fef)’

Key

1. House with materials but not yetbuilt

2. At foundation level

3. At gable level

4. House without doors, windows buthas roof

5. Complete house

c) Water Tank construction Programme

The water tank construction programme is
administered as a sister programme to Th™ housing
construction programme. The allocation of wafer tanks is
done by the housing sub-committee and cspontial ly
undergoes the same process.

Two si7es of water tanks ar”™ constructed. The Tirst
commonly referred to a the 4m has a capacity of 22,000
litres and the other 2m tank has a capacity of 18,000

litres. Since inception the average cost of construction
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per water tank has been Ksh. 12,992 and the project had
allocated a total of 216 water tanks as of December, 1993
(see table 14.4 below).

The materials allocated per water tank .includes 240
and 160 water tank block for a 4m and 3m water
respectively and 18 bags of cement and wire mesh.

Gutters for the collection of water are not provided.

4.13: Distribution of water tanks and stages of
completion as at 31-12-93

Village 1 2 3 4 To tal
Katheka 3 1 2 30 36
Makalini 0 0 0 24 24
Ma tinga 1 0 0 12 13
Hut ini 3 0 1 33 37
Kiteeti 3 0 3 35 41
Hut. and a 3 0 1 33 37
Kisayaani 3 0 1 24 28
Total 16 1 8 Il 216

Source: AHF Annual Report Feb. 1994

Key :

1. Water tank with materials on site

2. Water tank at foundation level

3. Water tank with complete walls but no r~of

4. Complete wafer tank



Hnt-o 4.R: Water tank constructed with financial
assistance from the AHF.

H) Income Generation and Support Procirammes :

The income gonej ation activities that thr PTO)ect
engages in includes the sale of bnildino [Uteriail
produced at the rontral wo?kshop as WwWbll as ttie
const rurt jon of water tanks for iINngtitulions and ror
members . By December 1QR3 the project lad peen
contracted to construct 75 water tanks within tte sub-

location and other areas iIn Kitui <i<trict.
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rintp 4.n: A Storey commercial premises rit Rabati
township.. Roofing materials for this building
wore Hy the Muugano Women group.

Thp individual unit groups (Mwethya) do perform
specific group activities. These activities are mainly
geared towards income generation and promotion of welfare
within the community. The programmes do receive direct
support Ffiom the AHF and Central Management committee.
Some of the activities include bee keeping; aoat rearing;
poultry keeping; commercial tree nurseries; posho mills
and weaving of baskets (Kiondos). Individual members are

also assisted through the provision of seeds to improve

their agricultural output.



To improve on community welfare the project in
collaboration with AHF has started a Malezi programme
that aim at improved nutrition for mothers and child.
Three nursery schools have been set up in the line with
this programme. These are located at Makalini, Mutanda

and Kisayaani.

(e) Housing Loan Repayment and Havings Scheme

The loan repayment programme became operational in
1990. The responsibility for th® collection of loans 1is
vested on the Iloans sub- committee and the individual
(mwetbya) group leaders.

The central, management committee thus collects loan
repayments on behalf of the AHF. Loans should be repaid
monthly , however this regulation 1is not 1iIn the strict
terms employed as in the case with conventional housing
finance systems. For example loan repayments had to be
suspended for some time in 1932 to enable members to cope
with the great, famine that had affected the a%ea. Total
loan repayment for 1992 were thus poor due to this

reason.

Since 1its inception the proieet has been able to

repay a total of Kshs. 379 149 on water tank and housing
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lorins. To make the principal loan advanced minaanablp ,
minimise the amortization payments and shorten the
duration of payment members who have nnt boon allocated
houses are required to save with the project Hy December
1Qg3 total savings under this scheme had amounted to
Kshs. 5? 560. f.can repayment, on business loans by the
project by the same period was Kshs. 1 379 P05. Total
loan repayment by the project to AHF thus stood at Kshs.

3 811 514.

4.4.5 PROJECT PERFORMANCE

The project is basically a community initiative and
therefore members played an important and active role in
the various stages of initiation, project planning and
implementation. The widespread organisational structure
noted earlier is a reflection of the members involvement
in the decision making process and management of the
project.

At the time of its 1Inception, the AHF provided a
support staff of 17 +full time employees. This team
consisted of a project coordinator, 8 technical workers,
8 social workers and 5 members of the business team. Py

the time of this study in December 1893 the AHF had
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withdrawn all its field staff from the project and the
project management Wris beina done by the women
t.hemse lves . Financial assistance was still being
disbursed to the project and the management committee is
now solely responsible for thp decision making.

As stated earlier the project employs 170 full time
workers and regularly enqages the services of casual
labourers depending on the amount of work available. Tt
is thus the most iImportant single employer within the
sub-1locat ion.

The project has undertaken various training
programmes for 1its members. Training has been mainly on
the technical aspects that iInvolve housing construction
and production of building materials. Social training has
been directed towards mobilisation of members to work at
the satellite factories, construction of houses and water
tanks on community self-help basis. This has been
extended to improved child care and nutrition through the
malezi programme.

Business training focuses on loan repayment and
savings scheme. Seminars on loan repayment and recording
procedures have been organised for members of the loans

sub committee and officials of the unit groups.
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4.4.6 PRORT.FMR FACTNG THE PROJECT

It nppd to ho appreciate that: the financing of the
Kauwi Muungano project by AHF was clone as a pilot rural
housing project. Reina a pilot project both the AHF
staff and members of the beneficiary community lacked the
experience necessary to administer a rural housing
project. This meant that the original design had to be
altered at several stages of implementation.

There existed soc 1al problems at the iInitial stages.
These problems were based on traditions and culturally
motivated opposition to the project. Among the Kamba-“s
women do not own property and consequent ly have no
inheritance rights. The project was thus nrmot. whole
heart.edly welcomed by men who feared that housing loans
may put their property and land at risk.

The 1low levels of literacy among members had its
drawbacks. It became difficult to understand and fill
the loan agreement forms keeping records was problematic,
and the learning process very slow.

Technically the establishment. of an initial
workforce was difficult. A lot of training was required
to equip the women with basic construct ion and other

artisan skills. Presently problems encountered include
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management and leadership problems that result from the

low levels of literacy.

4.5 1.RSSONS r.RARNT FROM THR KALJWT PROJECT

This study has revealed that rhere 1S an acute
shortage of 1institutions to administer housing finance
schemes in rural areas. In Kauwi sub location for
example safe for the AHF, the only other source of
housing finance/creel it was from Savings and Credit.
Cooperative Organisations (SACCO"s) which had assisted
only 3% of the households as indicated in table 4.8.
The rural housing loan scheme had not benefited any
household iIn t> area.

The study also found that there 1is ~ direct
relationship between housing quality and the source of
housing construct ion finance. Households that had access

to housing Tfinance either from the AHF or the SACCO"s
were fTound to be living iIn better quality housing than

those that had utilised their own personal savings to pt

up their houses.
52% of the households that had utilised thei x
personal savings were found to he living in poor housing

conditions whereas only 24* lived in good housing



conditions. Of those who had obtained loans from AHF only

29e lived in Poor housing whereas 53.2% and 17.0% lived

Iin satisfactory and good housing conditions respectively,

ft is import ant to note that all the households that had

received housing loans from SACCO"s lived in aood housing

conditions as shown in table 4.14 below.



Table 4.14. Crosstabu] ations: Source of housi.no

construction Ffinance by Housing Quality.

Source of Finance

Loan

Loan

Housing Qualify

Row Pet
Col Pet Very
Tot Pet Poor Poor Average
38.0 14.0 24.0
Personal Savinas 100.0 33.3 32.0
19.0 7.0 17.0
29.8 53.2
(AHF) 66.7 67.6
14.0 25.0
(SACCO0s)
Co 1umn 19 21 37
Tot al 19.0 21.0 37 .n
Chi-square Value DF
Pearson 39.14037 8
[1ikelihood Ratio 43.97551 8

Good

18.0
50.0
0.0

18
18.0

Very Row
Good Tot i
6.0 50
60.0 50.0
3.0
2.1 47
70.2 47 0
1.0
33.3 3
20.0 3.0
1.0
5 lon
5.0 100.0
Signif Icance
-0Nnooo
-00000
37$ and 73%

Of the total number of households 40$,

lived 1in poor, average and good

housing

conditions

respectivply . The first hypothpsis that Hip poor quality

housing in the study area

suitable sources

credit finance

development 1is therefore accepted.
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The ahovp analysis indicates that there exists a
significant relationship between the source of hous.inci
construction Tfinance and the quality of housing among
households iIn the study area. Tt ran therefore he
correctly concluded that availability of credit finance
contributes positively to the 1i1mprovement of housing
quality iIn rural areas.

Despite the existence of poor housing conditions
mainly due to the lack of housing finance; households did
indicate their preference for bigger houses to provide
more adequate shelter for their families.

While the AHF gives loans for the construction of 7
roomed houses due to affordability considerat ions of the
target, group 46% of the households did indicate their
preference for houses of 4 rooms and above (see table
4.15). This clearly demonstrates that the provision of
adequate shelter is curtailed by Jlack of adequate
finance. The need for mote to adapt more flexible housing
designs that households can progressively increase the

number of rooms should therefore be encouraged.
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Table 4.15. Preferred House Size

No of rooms Frequency Percentaae
2 rooms 25 25.0

3 rooms 29 29.0

4 rooms & above 46 46.0

Total 100 100.0

Source = Field Survey 1994

Further evidence that shortages or lack of housina
finance militates against the provision of adequate
shelter may he depicted by considering households
priorities in spending extra income. ?; of the
households indicated that the improvement of their
housing conditions was a first priority whereas 40?; would
utilize the extra income to construct a wat«M* tank. This
is explained by the fact that the area is dry and water

sources TfTar as observed iIn section 4.3,7.

Table 4.16 Priority of spending extra income

Priority 1 Frequency Peil centage
Improve housing 32 32.0
Educate children 14 14.0
Construct water tank 40 40.0
Venture into business 14 14.0

Total 100 100.0-

Y5urce: Fiel® survey 1894



CHAPTER V: SUMMARY OF FINDINGS

CONCLUSIONS AND RECOMMENDATIONS

5.1 INTRODUCTION

This chapter presents three aspects of the study.
Tt starts by giving a summary of the findings based on
the authors perception and interpretation of the
information collected. This is presented iIn terms of the
operation, strengths and weaknesses of the project

Secondly, a conclusion is made based on the
objectives that the study set out to achieve. Major
issues addressed here include the relationship between
source of housing finance and housing quality as well as
the significance of women participation in the
development of housing. The chapter goes on to identify
the problems faced in the implementation of rural housing
finance schemes and finally gives proposals that would
enable the establishment of a successful rural housing

loan scheme.
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5.2 SUMMARY FTNDTNGS

The Kauw.i Muungano Housing project is an example of
how a rural housing finance project can he administered
as a joint venture between a Non governmental
Organisation and the beneficiary Community. The success
of the project 1is based mainly on its widespread
organisation and management network which ensures the
involvement of members at all levels of decision making,
in the identification of their felt needs.

The implementation of such a project is however
beset with numerous planning and management problems. Tn
the case oOfF Kauwi problems experienced include: th®
massive illiteracy of the members. As iIndicated in
section 4.2.2, 58% and 31% of the household heads had no
formal education or had only primary school level of
education respectively, This 1is a major constraint in
understanding the loan procedures and formal i ies as wel 1
as managing proper bookkeeping on the loan repayments
scheme.

The sustainability of any loan scheme depends above
all on the ability of the members to repay the loans
advanced in order to establish a revolving fund to serve

as a pool of finances for TfTuture Ilending. The loan
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repayment 1iIn the project has been poor. This may be
attributed mainly to the poor incomes of the people and
crop failure resulting into famine. Poor loan repayments
may be blamed on the lack of adequate pr~parat ion of the
beneficiary community during initiation of the project.
Leadership and management both at the unit group
level and centra] management committee is also beset with
problems. While the enthusiasm to work hard is evident
among the leaders and members lack of the technical and
administrative skills/capacity to manage a viable income
generating project 1is a major constraint. This also
emanates from the low literacy levels of the members.
At its initiation the project encountered two basic
problems. First, the project was implemented as a pilot
rural housing project. This meant that both the AHF
staff and members lacked the necessary experience and
thus necessitated the alteration of the initial design at
various stages of implementation. Secondly, there
existed culturally and traditionally motivated opposition
to the project. Among the "Kamba" women do not have any
inheritance rights and consequently do not own land, men
were thus opposed to housing Jloans being advanced to

their wives for fear- that their land and piopert.y righ’
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to be at risk.

Tha efficiency of organisation of th» building
materials production workshop is low. This may bp
attributed to the lack of steady supply of law materials
resulting 1In closures of the fTactory Water tanks
constructed have 1in many cases not been provided with
gutters to collect rates and their effective benefit, to

owners 1i1s thus low.

5.3 CONCLUSIONS

The basic tenet of this study lias been to examine
the nature, quality and adequacy of housing conditions in
the study area and attempt to given an explanation as to
how these conditions are related to the source of housing
finance. It also sought to demonstrate how NGO"s can
support women self help groups in the administration of
a successful non conventional rural housing loan scheme.

Housing conditions in Kauwi. sub-location were found
to be inadequate with 40* of the households living in
poor housing conditions. This can be attributed to the
lack of appropriate sources of housing construct, ion

finance. The study also found nut that conventional

housing finance approaches are iIn appropriate. in rural
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areas. This 1iIs due to the Jlark of a sufficiently
developed Institutional framework to administer loans,
demand constraints that emanate from failure to meet the
eligibility criteria as set out by the financial
institutions; and other _limitations created by the
general character of women groups and other rural
communities.

Where they have been tried like in Ih° case of the
Rural Housing Loan Scheme (RHLS) conventional housing
finance approaches have ended up addressing the housing
needs of n small section composed of the rural «]ite and
urban wage earners 1In need of a rural home. They have
thus failed to respond to the housing needs of the rural
poor majority of whom are women.

The study has also been able to show that women do
participate actively 1in bousing development and are
actually capable of managing housing projects provided
that the necessary technical and financial assistance 1is
provided. The enthusiasm that: they show in collectively
producing building materials and communally putting up
houses is a clear testimony.

Non governmental organisations on the other hand can

play an important role 1iIn shelter development. The



relaxation of loan qualification requirements, provision
of social technical and financial especially to poor
rural women of minimal 1incomes and very Ilow literacy
levels forms demonstrates a significant departure Ffrom
traditional conventional approaches.

The integration of a housing loan scheme with a
building materials income generating activity has also
contributed to increased incomes of the participating
members. This has been instrumental in generating

sufficient revenue to meet recurrent expenditure of the

project, repaying project business loans and facilitated

greatly the repayment, of loans as well as iImprove the
living standards of the people.

In the case of the Kauwi Muungano project no initial
down payment, is required from the members to qualify for
the housing loan. Housing loans are therefore granted
equivalent to the full cost of construction of the house.
The loanee 1is only required to provide the labour. This
is mainly done through self help efforts by th* unit
group members. Members participate in the collection of
building concrete, sand and water.

No st? ict collateral are demanded in form of

security for the loan. Membership to the group 1is the



basic requirement. This brings about the element of
collective responsibility to [loan repayment. when a
loanee dies a member of the family is incorporated in the
organisation and this ensures continuity of payment.

Loan repayment is not al.so based on regular
amort izat ion payments Loanees are required to pay what
they can afford. Instances of suspension of 1loan
repayment during times of famine have also been
witnessed. Members are also required to save with the
organisation even before the loans are granted. This
ensures that part of the cost of the house or water tank
is already paid for before allocation, bring the loan
portfolio and extending the length of the repayment
period. The operation of two sister projects the housing
construction and water tank programme ensures a wider
choice to the members. Collection of loan repayments is
also decentralized from the unit group to the village
committees and Ffinally to the central committee for
banking. This minimizes administration costs and ensures
that loan collection officials are within the
neighbourhood of loanees.

The above practices do demonstrate a shift from

conventional approaches/?equirements and have (greatly
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contributed to the success of the project. Even though
loan repayment has been poor the enthusiasm and will to
continue paying may be seen as a very important

eontribution to the sustainability of the whole approach.

54 RECOMMENDATIONS OF THE STUDY
5.4.1 THE ROLE OF THE GOVERNMENT

As noted earlier there exists no specific policy to
guide the development of housing in rural areas within
government policy cycles. It is therefore important that
the government formulates policies to help guide housing
development in rural areas. Such policies should address
issues of housing Tfinance availability, product ion of
local building materials; and technical assistance in the
development of basic construction skills. This will
ensure that rural housing schemes developed reflect the
pop@fi of the beneficiary communit res in terms of design,
affordalbility and in their employment income creat irn
effectS.

More specifically the Kenya government should:

1. Encourage the economic production of local building
materials. This may he achieved through the

provision of small loans and grants to cooperatives



and other self-help groups.

Encourage the training of local artisans and
craftsmen to a minimum level of competpnce. This
will help reduce building construction costs,
create employment, and telp supplement self help
act .. ties.

Mobilize rural people to have personal iInitiat iv®
in cooperat ing for the construct-i on of own houses
though self-help activities.

Provide technical assistance in terms or
supervision of on going private wotks in rural
ar™as through the Ministry of Public Works and
Housing.-

Incorporate rural housing improvement programmes in
all rural development, projects. This should he
based on an evaluation of the "mreal development
effects”™ of rural housing schemes.

Revise the Iloan qualification requirements for the
Rural Housing Loan Scheme (RHLH) administered by
the NHI and 1increase the allocation of funds to
this scheme. This will ensure that more rural

people gain access to housing finance.
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5.4.2 INTEGRATION OF ACTORS TN RURAL HOUSING PROVISION

Housing construction and the provision of shelter in
rural areas is still largely the responsibility of the
individual home owners. There has however been
uncoordinated efforts to assist rural communities by the
government, various NGO"s and the rural people themselves
through the formation of cooperatives and other self help
groups.

To ensure coordination the need for a clearly stated
rural housing policy cannot be over emphasized. This
will facilitate the desmentation of credit for housing
development and the provision of technical assistance to
avoid duplication and waste of resources.

While the government has funded numerous iesearches
on the utilization of local low-cost building materials
through the Housing and Building Research Institute
(HABRT) at the University of Nairobi little of this vast
knowledge have had any beneficial i1mpact in rural areas.
Technical staff of the NGO"s involved in rural housing
are better placed to provide this information. This is
so because of their emphasis on the contribution of the
beneficiary communities.

The integration of the rural communities effort will



facilitate the utilization of indigenous knowledge
initiatives and preferences in the drafting of policies
especially on housing design. Housing loan schemes that
take 1Into account the peculiar social and economic

characteristics of the rural poor can therefore be

formulated and implemented.

5er .3 GUIDELINES FOR THE ESTABLISHMENT OF A SUCCESSFUL
RURAL HOUSING LOAN SCHEME
Tt has been established in this study that any rural
housing loan scheme will be most viable if It adopted non
conventional approaches in granting loans to the rural
poor . To achieve an increase in the number of housing
loan beneficiaries in rural areas it will bp Important to
undertake the following.
1. There is need to establish specific
institutions to undertake the financing of
rural housing. Such institutions will be better
placed to address the peculiar financing needs of tho
rural poor. Thpse institutions should bp rural based
or havp branches in rural areas to bp more accessible
to their clients.

2. Loan qualification requirements also need to be made



less restrictive. The demand for a down payment
should he abolished since rural households are not
likely to raise even 107 of the construction cost of
the house from their savings. Thei? contribution
through sweat equity in their work in self help
construction must be appreciated and treated as a
substantial contribution to the entire house
building process.

The need for a collateral iIn terms of immovable
property can also be ignored and replaced by
"collective responsibility” to ensure loan
repayment. Extension of any new loan to members of
the group would therefore depend on the collective
repayment record of the original funds advanced.

This 1s Important because the idea of loan security

in rural areas is absurd even when registered titles
are available. Upon default lending, institutions
have found it difficult to recover the arrears from
the sale of the house due to the absence of buyers
for the house.

Repayment and loan amortization periods and amounts
need to be made more Tlexible. This will ensure

that thp loanees can pay more especially during
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Periods of good agricultural harvest which though
sp”son™l forme the bulk of rural incomes. To reduce
the administration costs of the small loans the loan
collection process can be administered by “he unit
group leaders during their regular weekly meetings
for onward transmission to tire central committee and
lending inst itut tons. This was found to he a very
strong point in the Kauwi Muungano housing project.
There 1is also need to promote savings fo* housing
among members. This helps reduce the pr irvipal loan
required, reduces the amortization payments and
helps create a pool of funds for housing loans. Th«
project thus becomes more sustainable even iffer th°
withdrawal of the funding donor agency.

The success of any rural housing programme will
depend on 1its incorporation of income g»nerating
activities. Such activities will ensure t at
building materials required are produced by the
group. This helps reduce costs. Mate* ials
produced can also be sold commercially to improve
the incomes of the members. This also creates
employments and has a direct effect on loan

repayment s .
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APPENDIX 1

RESEARCH QUESTIONNAIRE

Name of Respondent
Ques tionna ire No .

Locati on
Interviewer _—— = -
Date
A: HOUSEHOLD CHARACTERISTICS
1. Age of household head
2. Sex of household head
1. Male
2 . Female
3. Education level
1. Primary
2. Secondary
3. Post Secondary
4 . None of the above
4. Size of household-——- - - - members
5. How many relatives reside within this household
B: SOCIO-ECONOMIC ASPECTS
6. What 1is your major occupation
1. Peasant Farmer.
2. Teacher/Clerical
3. Shopkeeper
4. Informal (state type)-
7. IT in employment state the tprms of employment
1. Permanent.
2. Temporary
8. Do you have any secondary sources QT income

1. Yes
2. No

152



9.

10.

11.

12.
13.

14.

15.

16.

If the answer to Qn.9 above is Yes, please list thenm

2.

What 1is your monthly income
1. Kshs 0 1000
2. Kshs 1001 2000
3. Kshs 2001 10Nno
4 . Above kshs. 3000
Please give your monthly expenditure on each of the

fol 1.owmi ng
1. Fduration Kshs
2. Health Kshs
3. Transport Kshs
4 . Food Kshs
5. Fupl kshs

What 1is the size of your farm
What are the major crops grown in your Tfarm ?

State the acreage under each of the following

1. Fond crops — - acres

2. cash crops - — - acr es
Do you keep any livestock

1. Yes

2. No

TF the answer to Qn.15 above is Yes, ptease state the
number of each of the stocks listed below Kkept.

1. Cattle
2. Goats/Sheep
3. Donkpys

4. Others (specify)



C: HOUSING CHARACTERISTICS

7. Type of main house

1. Tradi t..iom1l

2. Transitional

3. Modern
18 . Number of houses in the homestead
19. Total floor spare

1. Indoor —-————— -————- sqguare metres
2. Outdoor ----—- ————— square metres
20. Building materials used in the construction of th®
floor.
Earth

. Tiles (PVC, Teak)
- Others (specifty)
21 . Bui Iding materials used in the construction of tho
walls.
1. Fired bricks
2. Mud bricks
3. Natural stone blocks
4. Concrete blocks
3. Mud and Wattle
22. Building materials used in the construction of the
roof .

1.
2. Cement (Concrete)
3
4

Tiles
Galvanised Iron Sheets
. Grass and Thatch

4. Others (specify) —
23. Condition of the Tfloor.

1. Good

2. Bad, needs repairs

3. Bad, needs replacement
24. Condition of the walls.

1. Good

2. Bad, needs repairs

3. Bad, needs replacement.
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25 .

26.

27.

28.

29.

30.

31.

32.

Condition of the roof.

1.

Good

2. Bad , needs repai rs
3. Bad, needs replacement

Number of windows.

1. Over four (@4)

2.
3.

Leas than

None

four (4)

Availability of kitchen

1.

2. Separate

3.

Availability of pit

1.

2. Reparate

3.

1.
2.
3.

t.
2.
3.
4.
5.
Distance
1.

3.
4.
IT rain
the type
1.
2.
3.

None

Inside main house

None

latrine

Tnside main house
Availability of bathroom

None

Separate

Inside main house
Source of wafer supply

Communal

water tap

River/ Stream

Rain water harvesting
Combination of 1 and 3
Combination of 2 and 3

to water supply source

Less than 500 metres

Between 500 and 1000 metres
Between 1000 and 2000 metres
More than 2000 metres

water harvesting

is practised,

of container utilised.

Galvanised

Iron Sheet tanks

Masonry (Concrete) tanks

Others (specify)

please

state



35.

37.

38.

39.

40

What is the capacity of your container/tank
What was the cost of purchasing or constructing t<
container/tank in Kshs.
What was the source of your housing construction
finance

1. Personal savings

2. Community based self help group

3. Loan

4 . Others
IT the answer to Qn.34 above is 3, please state the
source of the loan.

1. Commercial banks

2. Housing finance or building society

3. RHLS from NHI

4. Savings and Credit. Cooperative oOrganisation

(SACCOS)

5. African Housing Fund (AHF)

6. Others (specify)
What is the amount of the loan that was advanced to

you in Kshs.-—--———-——-
What are the monthly repayment instalments in

Do you encounter any problems in meeting your monthly
loan repayments ?

1. Yes
2. No

IfT the answer to Qn.38 above is Yes, give reasons.
1. ————o




D:

41.

42.

43.

RESPONDENTS ASPIRATION AND HOUSING PERCEPTION

What pize of house do you consider adequate in terms
of number of rooms.

1. One room

2. Two rooms

3. Three rooms

4. Four and above
If you were to earn some extra 1iir‘oiie 0? a
substantial loan was advanced to you what would be
your priorities of spending the extra iIncome.

t. Improve housing

2. Educate children

3. Construct a water tank

4. Venture into business

5. Any other (pleas® specify)-.... e e
If you were to be given assistance for the
improvement of housing which on would you prefer.

1. Cash

2. Materials
Are you aware of the African Housing Fund (AHF)
Projects in Kitui district

1. Yes

2 . No
If the answ/er to Qn.44 above is Yes are you a member
of any of the AHF assisted women groups

1. Yes

2. No

Which one ? - —————

What do you take to be the major benefits due to yout
membership.
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47. What are the problems facer] by your group.
| -

48. Please suggest solutions about how you would like the
problems to be solved.

THANKYOU FOR YOfJR COOPERATION



