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ABSTRACT

Housing problems of one form or another exist
in countries all over the world. However-the magnit-
ude, the scope, dimension, the fundamental causes vary
from one country to another. Kenya,/ like other countrie:
has come to realise that housing is an issue that is
complex In nature and that it iIs too central to nation-
al development to be left solely to private initiatives.
As such since Independence the Government has been very
much involved in providing solutions to the problems of
housing. Other than making the policy the Government
has made many initiatives to finance housing. Since it
is not possible to adequately solve these problems the
Government has involved many other finance agencies to
try to ease the problems of housing.

The study focuses on the role of the housing finani
agencies in provision of housing for Nairobi population.
There exists problems regarding the policy framework
within which these agencies operate. There also exists
a problem iIn the terms and conditions laid down by these
finance agencies. These terms and conditions have af-
fected provision of housing and especially housing for
low-income groups.

Having noted the above problems the author examine
the activities of eight selected finance agencies since

Independence. These housing finance institutions consis
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of both private and public finance agencies. A
special attention was paid on the policy made by the
Government and also the terms and conditions laid down
by the Housing Financing Institutions.

The study established that the policy has been
vague and unrealistic and has not met the housing need
of the majority of the Nairobi residents who include
the low-income groups. The policy statement is nggp
accompanied by programmes and finances and the agency
to implement these programmes. As a result most of
the projects implemented have favoured the middle and
high i1ncome groups. It 1s the author®s contention
that these terms and conditions are too high and dis-
criminating against the low-income groups. The terms
are highly restrictive and tend to eliminate a majority
of the low-income urban population who cannot meet the
requirements.

In view of the above problems the study recommende<
that there should be a clear cut policy on low-income
housing. This should be accompanied by programmes and
finances for implementation. Housing standards and de-
sign should be compatible with the iIncomes of the urban
poor population. The housing cooperatives who have a

great potential should be encouraged.
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CHAPTER 1

INTRODUCT ION

Housing finance is of great importance to the devel-
opment of housing iIn any country. Both historically and
institutionally development in the housing finance sector
has been different frq? that of the physical provision of
housing especially among the low-income groups, where not
much has been done. It is evident that there is a critic-
al shortage of housing iIn general apd this has to do with
the overall housing policy but the problem is more critical
among the low-income groups who are not able to meet the
requirements of getting finance from the lending iInstitut-
ions so as to have access to housing.

It 1s with this view In mind that the study has
dealt with selected housing finance agencies iIn Nailrobi
and how these have mobilised and allocated resources to
meet the iIncreasing need for housing. The problem of hous-
ing 1s more acute iIn the developing countries particularly
in urban areas which are marked by rapid population growth,
scarce job opportunities and inadequate welfare systems.
Large uncontrolled settlements of substandard housing occup
ied by the low-income groups are the result. The develop-
ment of these uncontrolled settlements have a lot to do
with the availability of finance for housing as a result
of which finance institutions play a vital role in prov-
ision of housing. This role 1is mainly iImportant because
traditionally housing finance 1is very institutionalised
and also due to large sums of money and long periods of
time iInvolved iIn acquiring finance.

In Kenya the private and public sectors have almost



an equally large share of the market for housing finance.
This situation has developed as a result of government
policy to intensify the provision of housing for the lower-
income groups which the private sector financial instit-
utions have for long neglected. The existing private
institutions, therefore have been lending funds mainly to
middle and high i1ncome borrowers whefé there is less risk
and lower administration cost per Unit. Consequently
existing institutions iIn the private sector have prospered

and new institutions have entered the market for financing

housing developments. To examine the above situation the

study focuses on:
@ the role of housing finance agencies;

() the nature of their activities iIn the field
of housing in Nairobi, with special reference

to their role in low-income housing;

© the extent to which the activities of the
financing agencies are adequate for and app-
ropriate to the nature and scope of housing

problem In the Kenyan society; and

@ what the finance agencies have done to meet
the i1ncreasing need for housing especially

for the low-income groups.



PROBLEM STATEANT

Housing finance is very important to the develop-
ment of housing since housing requires large sums of
money. Housing finance institutions have terms and
regulations for providing finance to individuals or
groups, iIn t™"s of loans and mortgages and how such
finances will recovered. These iterms outline who
can get the fAnce because this depends on whether the
person can me”™t the requirements or not. This kind of
arrangement h” s tended to eliminate the majority of urban
population wh”~ch is poor. Therefore, there exists a
problem of wh~t is to be done tor these people who com-
prise most of tfie urban dwellers and do not have easy
access to sucj™ finance for housing.

Hand in ~nd with this financial situation goes
the continued acute shortage of housing generally and
especially for. the low-income groups. There also exists
a. problem In >egard to the role the housing finance agen-
cies have platr.ed In relation to provision of housing for
Nairobi popul”™tj.on. To understand these problems the
study focuses oh the following aspects of housing finance
agencies.

Ca) present tl\ie past activities.
<b)  outline tfie current activities.

CC) * state t~eachievements of these activities.



@ identify problems faced by the agencies.

e identify the areas of housing need that have

hitherto been neglected or given low priority.

) review future housing development plans.

((0)) propose and suggest for the finance agencies
to better use of their efforts and improve./
performance in the area of housing the urban

poor.

Since these agencies do not exist iIn isolation
the study also reviews the process of urbanisation which
shows that the problem of housing shortages has developed
over a period ot time.

Another problem is iIn regard to housing policy and
programmes, which are outlined iIn the five year develop-
ment plans. There exists a disparity between the policy
and the actual housing output to meet the housing need.
For example, during the 1970-74 development period the
actual housing output was 25,000 units as compared to
the planned output of 50,1)00 (the estimated urban housing
need being 10,000 units per year over the five years).
This output was not only lower than planned but It was
out of reach of the urban poor. Between 1974-78 plan
period the output was even worse for the actual output
was 9,000 units (out of which 3,000 were serviced plots)
as compared to the planned output of 160,00U units. This

shows that there is a problem because the actual output



is not in line with the planned output.

The other problem is at policy level since the
funds allocated to housing by both the government and
the other finance institutions are inadequate. All 1in
all the low-income groups have suffered a lot as shown
by the increasing number of substandard housing and the

acute problem of housing shortage.

JUSTIFICATION FOR THE STUDY

Housing finance is essential for housing policies
and programmes to be implemented. As the continued need
tor housing increases with the iIncrease of population,
studies iIn housing finance become more and more iImport-
ant. The apparent shortage of appropriate housing for
the low-income groups, who comprise the majority of the
urban dwellers, justifies the need to study the subject
of housing finance. This study points out the problems
of housing finance and outlines some recommendations to
overcome some of these problems. It will be a source of
information for various people iInvolved In housing dev-
elopment. Without proper research and knowledge about
the situation policy decisions would not be realistic
and would still continue to be a set of subjective state-

ments which will not iImprove the situation.

hypothesis and assumptions

The following assumptions were made:

(@) e=that finance institutions play a very major role



o)

~c)

@

®

)

in provision ot housing;

that housing finance is very institutionalised

and not easily accessible to the urban poor;

that majority of the poor urban families cannot
pay immediately and completely Epr'housing out
of their savings and yet they cannot do without

a house;

that the rigidity of conventional finance
institutions in requiring title deeds to reg-
istered property has had a negative effect on

the availability of funds especially for the low-

income groups some of whom have no proper security;

that the terms and regulations laid down for
acquiring loans are not suitable for the low-
income groups and that the terms are suitable
to serve the middle and high income groups instead;

and

that housing for the poor iIs not an economic
proposition because the poor cannot pay for the

housing and would be a high risk iInvestment.

OBJECTIVES OF THE STUDY

®)

The main objectives of the study are to:

identify and describe the role played by eight

selected finance agencies in Nairobi In provision



of housing since independence and areas that

have been neglected or given low priority;

((9)) analyse and evaluate the past and current
activities of these agencies iIn terms of the
achievements and effectiveness of these activities

with special reference to low-income groups;
1

© summarise the major findings from the above

analysis and evaluation; and
@ recommend proposals.
SCOPE AND ORGANISATION OF THE STUDY

Although the problem of housing is multi-faceted,
this study emphasises the role of housing finance agencies.
Housing finance agencies iIn Nairobi have been generally
studied with a detailed analysis of those specifically
involved in the low-income housing. The major agencies

studied include:

@ Ministry of Urban Development and Housing (MUD & H);
((9) National Housing Corporation (NHC);

© Nairobi City Council (NCC);

(d World Bank;

(¢) United States Agency for International Develop-

ment (USAID);

@ Housing Finance Company of Kenya (HFCK);



© East African Building Society (EABS);

@) Housing Cooperatives.

The study i1s organised in six chapters. Chapter
One introduces the study. It presents the problems
statement, justification for the study, Hypothesis and
assumptions, objectives, scope and organgsation, limit-
ations of the study, review of the related literature
and research methodology. ;

Chapter Two gives the historical development of
urban housing iIn Kenya. It analyses urbanisation in
Kenya, the historical background of Nairobi town, urban
housing policies and programmes as contained in the
development plans from 1964-1983.

Chapter Three presents the activities of the pub-
lic housing finance agencies which includes Ministry of
Urban Development and Housing (M.U.D. & H.), the National
Housing Corporation (N.H.C.j, the Nairobi City Council
(N.C.C.), the World Bank and the United States Agency
for International Development (U.S.A.1.D.)

Chapter Four analyses private finance agencies
which i1ncludes the Housing Finance Company of Kenya
(H.F.C.K.); the East African Building Society (E.A.B.S.),
and the Housing Cooperatives.

Chapter Five analyses and evaluates the main find-

Ing and Chapter Six has summary, conclusion and recommend-

ation .
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limitations of the study

The basic constraint in carrying out this study
hag)been lack of enough time and iInformation. There
exiEEs lack of enough iInformation about the particular
housing finance agencies. This has been the major

9
limitation since most of the information was collected

*
from existing literature.
Another frustrating problem was non-availability
of some of the officials to be interviewed and their

reluctance to give some of the iInformation required.

LITERATURE REVIEW

Financing of housing is an essential element in
the provision of shelter. According to Robinson the
rapid growth of the urban centres creates iIncreasing
housing problems and consequently there is a competition
for scarce capital and a growing awareness that the day
of individual lender is past. Financing has become
impersonal and demands larger sums of money thus in
many countries public and private institutions whose
sole or primary purpose is the accumulation of financial
resources for the financing of shelter construction and
acquisition have been formed. However, the type of
approach and degree of investment varies from one country
to another.

According to a report done by United Nations
(Ramachandra) one of the conclusions from four regional

(2)
‘Ratings on Human Settlements Finance and Management
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in Nairobi, Mexico City, Manila and Al-Ain, was that the
plans and programmes for the Improvement ot housing and
human settlements ultimately depend on a regular flow

from this sector through a system of financing institut-
ions which facilitate the mobilisation of personal saving
and make credit available to iInvest iIn this sector. All
over the world the mobilisation of resources for housing
finance Is sometimes achieved throg&h compulsory savings
such as pay roll taxes and employer contributions, as well
as through voluntary systems such as building societies,
savings and loans, cooperatives, credit unions, savings
banks, pension and iInsurance schemes. Many countries

have established institutions like National housing banks,
mortgage banks, secondary mortgage institutions and a range
of other fTacilities for fostering and enabling flow of
resources to this sector.

The degree of government direction, intervention,
supervision and incentives provided for savings, mobil-
isation and investment in housing and human settlements
vary considerably from country to country. It has become
increasingyevident that developing the establishment ot
specialised financing institutions for mobilising resour-
ces and savings 1is indispensable if any real progress is
to be achieved for housing and human settlement Improve-
ment. The government has a direct and indirect involve-
ment in housing finance. According to the Economic
Commission for Africa i1t acts "Indirectly through the

control of all the economy as a whole, the overall level
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of economic activity, the obtaining of credit, the level

of interest rates. @ Regulations on building and town
planning also have an effect; directly the government should
be involved in implementing public housing programmes for
the lowest income groups. It is argued that the allocation
of resources to housing implies non—al}ocation ol resources
to other sectors of economy which may be more productive.
Concerning this situation Christian James says that it

IS argued that housing is a social iInvestment or consump-
tion good rather than a capital good. This view has in
the past regulated housing iInvestment to second or third
priority in economic development strategies and has en-
couraged the use of technologies of shelter finance that
dilute the positive economic effects that can be derived
from housing iInvestment. This then leads to giving less
funds for housing inspite of iIncreased population who have
no housing and hence increased shortage of housing. This
is evident iIn the third world countries and indeed in
Nairobi where due to less flow of resources the low-income
groups have found the solution to their housing need iIn

slum and squatter settlements and overcrowding.
Housing Finance in Developing Countries

Talking about the development of housing finance
problem in developing countries Christian says that
commercial banks and commercial banking activities have

been present in developing countries at least since
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European Colonial period. Then they served the financial
needs of commerce and tended to operate from Europe not
from colonies themselves. In the post-colonial era the
"financial sectors of most developing countries consisted
of a commercial banking system, the internal lending
agencies and multinational corporations replaced the
merchants bankers in supplying venture capital and house-
hold sector remained essentially as it had been. Its
financial need met only through informal and traditional
mutual aid schemes and the local money Iaxbn?-'eg

He continues to say that this process overlooked
the household sector as significant source of domestic
savings and little or no encouragement was provided for
the development of household-oriented financial iInstitut-
ions. Despite this urban population increased and created
housing needs which were manifested in overcrowded, un-
sanitary living conditions and the sprawl of squatter
settlements in urban centres throughout most of develop-
ing world. Many governments failed to recognise this
need, but most still convinced that their people were
too poor to save or repay housing loans, responded with
heavily subsidised public housing projects. With few
exceptions the required capital expenditures quickly
outstripped government budget allocations without sig-*
mficantly reducing housing need or benefiting a signif-
Icant number of families:.

Contrary to the argument that they cannot afford

ny type of housing these families construct their own



dwellings, rudimentary though they may be, largely from
their own incomes. Thus "households remain the largest
untapped source of savings in developing countries, larg-
ely because institutions have not emerged to provide fin-
ancial services to individual families-(G)

Historically some of the institutions for example
building societies and savings and loan banks were struct-
ures of mutual self-help or cooperatives®™ organisations
and were strictly community based. The members of the
society or the association were owners and came together
for the principal purpose of accumulating savings capital
from their members to permit loans for home construction
or purchase. Home ownership was the end and savings was
the means. As the members continued to iIncrease these
organisations continued theilr existence. Modern finance
institutions recognise this principle of operation and
actively seek to develop a broad deposit base for their
end activities.

Certain characteristics of housing finance have
emerged with time and although seeking to provide home-
ownership have eliminated majority of people from having
access to finances. One of these characteristics is that
"the purchase of construction of a house represents £n
initial outlay that is quite large relative to the income
stream that iIs at the disposal of the majority of house-
holds. To perform their economic functions, housing
finance institutions must, therefore provide long term
CFeg?t-HCW) These terms tend to eliminate the majority

°f the population who are in the low-income groups. Other
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aspects which are related to this include the tact that
the iInstitution must be able to cover its operating and
administrative costs, including the iInterests paid on
deposits and provide the additions to its capital reserves.
These add to the amount of money needed and make it harder
for the low-income groups to have access.

This is more true because the effective demand for
mortgage credit depends on what families are willing and
able to pay. Given the tact that housing is iIn very short
supply relative to the need in virtually all the develop-
Ing countries and given the tact that housing finance
systems, where they exist, are the only source of long-
term mortgage credit, the terms quoted on mortgage loans
will still determine how many families are able to afford
to borrow.

There are several loan conditions in different
institutions and these are expressed iIn the loan terms

Some of the most important are:
"(i) Interest rates and fees;

(i1) Minimum ratio of down-payment to value (or

maximum loan value ratio);
(111) Maximum Maturity;

(iv) Maximum (or minimum) ratio of mortgage payment

(or total housing expense) to borrowers income;

) Maximum loan amount."
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A second category of loan conditions are explicit
restrictions on the purpose to which loans are put. For
example some loans could be restricted to newly constructed
properties. A third category of loan conditions are
restrictions and borrower characteristics: such rest-
rictions may stipulate for example, that the borrower
must be the occupant, or that his income cannot exceed
some specified absolute amount, thusqthe borrower must
have a savings account with the lenders, etc. The
fourth category of these conditions are restrictions on
the characteristic of the property securing the loan.

For example such restrictions may cover structural feat-
ures of the property in greater detail. The applications
of these 1s determined by the concern of a particular
institution.

For example, a building society"s concern 1is with
the security of their investors®™ money. Given that they hav
reversed the normal process of borrowing and lending,

i.e. they borrow money on short-term deposit and lend it
on long term mortgages, they have adopted extremely strict
conservative procedures to ensure that the confidence of
thelr iInvestors is not shaken. On any advances therefore
they are concerned to evaluate the security provided by
both the borrower and the dwelling on which the mortgage
would be granted. A borrower is evaluated in terms of
income, savings, membership of the society to which appli-

Cati°n is being made, career prospects and income stability.
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Guttentag argues that all the stated conditions
affect loan allocation, even though In most cases this
IS not their main objective. For example conditions
designed to protect the lender against excessive risk,
such as high downpayment requirements require that the
borrower be credit worthy and requireg that the profit J
provides good security for the Ioan-*{mpinge most heavily
on low-income households. Policies to change interest
rates and fees high enough to assure adequate earnings
to the lender also have an adverse effect on allocation.
The same is true of short maturities designed to provide
rapid loan repayment. Thus, an official iInstitution
that does not have an explicit allocation policy will
tend to impose loan conditions that bear with disproport-
ionate security on low-income households. This is part-
icularly so iIn developing countries where allocation
policy hardly exists or is practiced.

In conclusion the limitations of the housing
finance institutions iIn relation to low-income groups
in developing countries can be summarised as follows:
Among others as already said is the restrictive nature
°f their criteria and terms tor granting loans. These
policies tend to be applied 1In a conservative manner-
since these institutions must safeguard the capital en-
trusted to them. Others include high eligibility require-
ments, regular dependable employment, restrictive loan

merms. These restrictive lo"an terms include minimum
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size of loans which could be higher than the maximum
size the borrower can afford, down payments which are
generally beyond the paying capacity oi low-income app-
licants who may otherwise qualify for conventional hous-
ing, maturity of mortgages, rate of interest, and amort-
zation of payments which can also be-burdensome to low-
income Tamilies who otherwise qualify for some loans.
All these limit the low-income groups from getting access
to finances for housing development because they cannot
reach the required minimum.

housing Tfinance iIn Kenya is similar to the above
descriptions of housing finance agencies in developing
countries- For example, borrowing iIn Kenya can be divided
into two categories that is public and private finance
agencies. Both participate iIn providing finance for hous-
ing for Nairobi residents. However, most of the private
finance institutions have not been involved in low-income
housing. It iIs argued that the reason for this lack of
interest on the part of private fTinancial iInstitutions
iIs that housing finance iIn Kenya, has been a "sellers
market”. As a result the existing iInstitutions have been
able to lend all their funds to middle and upper-middle
income borrowers where there is less risk and lower
administrative cost per unit lent. Consequently exist-
Ing institutions have prospered and new institutions have

ntered the market for financing higher i1ncome housing.

The public sector which is directed by the policy
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in the development plans has been channelling more funds
Into servicing ol sites for private construction. Public
funds are channelled through National Housing Cooperation
who eilther develop directly or gives i1t to the local
authorities and private individuals.

Apart from financing an increasigg number of ser-
viced sites and rental and tenant purchase units through
NHC, the public sector is directly’supporting Housing
Finance Company of Kenya with funds for medium and high
cost housing. The public financial institutions include
the Ministry of Urban Development and Housing, Instit-
utional Housing, pool housing, government sponsored
home-ownership, National Housing Corporation and the loca
authorities. Funds for housing iIn the private sector com
from financial iInstitutions, employers and private indiv-
iduals .

The financial institutions engaged in mortgage
lending are either registered under the Banking Act, the
Companies Act or the Building Society Act. These private
institutions mainly serve middle and high income groups.
This i1s mainly because they are profit making organisat-
ions and want to be involved with individual or groups
where there is limited risk and less administrative cost.
These agencies have conditions and regulations which limi
the low-income groups. They are mainly not in the busine
°f providing housing for low-income groups because this

s assumed to be the responsibility of the public sector.

.
Is situation has influenced the provision of housing
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for the Nairobi residents where the housing provided
does not meet the housing need and is also not access-
ible to most of the urban poor population. The follow-
ing chapters will then show the historical development
of Nairobi and an analysis of eight selected finance
agencies.

RESEARCH METHODOLOGY*

*
4

Mainly the existing information and literature
were used to show the activities and performance of eight
selected housing finance agencies since Independence.
Special attention was given to the terms and conditions
of providing finance for housing. The i1nformation was
basically from the documents of these agencies and related
literature. In addition to this various selected finance
agencies®™ officials were interviewed. A questionnaire

was also used (see Appendix 1).
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CHAPTER 2
URBAN HOUSING IN KENYA

INTRODUCTION

This chapter gives the historical background of the
development of urban housing in Nairobi., Urban nousing
problems in Kenya have their roots ip the process of rapid
urbanisation. To understand the naiure of these problems
the chapter briefly discusses the urbanisation process in
Kenya, historical development of the city of Nairobi bef-
ore Independence and finally urban housing policies and

"programmes since Independence.

URBANISATION IN KENYA

Apart from limited areas large-scale urbanisation

in Africa as a whole was initiated almost entirely as a
result of colonial rule. In Kenya before the construction
of the Kenya Uganda Railway there was virtually no urban
settlements except along the coastal area. The human
settlements pattern were highly rural and of disperse
nature. The introduction of railway routes led to the
establishment of commercial and administrative centres
along the routes which in turn had a great effect in
etermining the number, size and distribution of urban
areas °f today. Other colonial policies in initialing
commercial and administrative centres together with the
Strategies of provision of infrastructure and agricultural
evelopment iIn certain areas, also led to the growth of

urban centres which were not along the railway
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network.

Urbanisation as a major element of Kenya®"s develop-
ment iIs therefore comparatively recent. The number of
urban centres (defined as population centres inhabited
by 2,000 people or more) is relatively few and most of
them are small iIn size compared to urban centres iIn many
other parts of the world. However @pe growth of such
towns during the last two decades h;s been very rapid
and follows general urbanisation trends in other devel-
oping countries. This rapid growth is clearly shown by
the rate of increase of urban population, for example,
the annual rate of growth of urban population during the
1962, 1969 intercensal period for instance was 7.2/ com-
pared to 3.4 of the national population. During the
1948 population census there were 17 towns with a popul-
ation of 2,000 people or more having a total population
of 276,240 or 5.10 of the national total. In 1962 the
number of towns doubled and the urban population numbered
670,950. The 1969 population census showed further rapid
growth of urban population to a total of about 1,000,000
people distributed over 48 towns. Thus in 1969 1070 of the
total national population lived In such centres, however
two-thirds of the total urban population was located iIn

airobi. Since then the urban population has continued
0 Increase and according to the 1979 census Nailrobi has

a total population of 850,000 people. However the prov-

SI°n °F housing has not kept pace with this iIncrease.
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As a result overcrowding and squatter settlement devel-
opment has increased especially In the big urban centres.
It is with these views in mind that the historical devel-

opment of Nairobi - the study area - will be looked at.

NAIROBI: HISTORICAL BACKGROUND

i
The history of Nairobi dates back to 1896 when a

transport depot was established theﬁTL However the actual
growth of the town began at the arrival of the Kenya - ]
Uganda Railway to Nairobi in 1899. It is then that the
railway authorities decided that Nairobi would be their
headquarters. As a result they became involved In more
intensive development there than at any other point on
the line. Nairobi’s first boundary was defined as 1.5
square miles from the office of the subcommissioner in
1900. There was subsequent boundary changes i1n 1919:
9.8 square miles, 1948: 32.4 square miles and 1963: 266
square miles. (see Map D)

As the time went on the town continued to grow
and already by 1905 government and railroad administration
offices had been established iIn distinct areas of the
centre of the town. By 1911 the settler agricultural
activities began to flourish and there was a new wave
of investment. Nairobi started growing iIn every direction,
the settlers began to build comfortable residences on
targe plots iIn the Nairobi hilly areas to the west and
n°rthwest and in parklands to the north. Africans were

E\/8 /\
I'V'HS m the eastern sections of the town. ™
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Already by 1913 racial segregation was being exer-
cised to ensure that the choicest land was preserved for
the Europeans and the Africans could be controlled. In-
spite of this the population continued to grow significant-

ly (see Table 1:1).

Table 1::1 Nairobi Growth 1906 - 1979
Year Europeans Asian Africans Total
1906 559 3,582 7,371 11,512
(4.9%) (31.1%) (69.07.) (100%)
1926 2,665 9,199 18,000 29,864
(8.9%) (30.87.) (60.3%) (100%)
1936 5,600 16,000 28,000 99,000
- (11.3%) (32.3%) (56.5%) (100%)
1944 10,400 34,300 64,200 108,900
(9.6%) (31.5%) (59.0%) (100%)
1948 10,830 43,749 64,39/ 118,976
(9.1%) (36.8%) (54.1%) (1007.)
1962 21,476 86,454 158,865 266,794
(8.07.) (32.4%) (59.5%) (99.9%)
1969 19,185 67,189 422,912 509,286
3.87.) (13.2%) (83.0%) (100%)
1979 850,000
Source: Temple F. *Politics, Planning and Housing 1in
Nairobi.'" Massachusetts Institute
r(}s) of Technology, Ph.D. Thesis. 1973

P.32 and Central Bureau of Statistics
Population Census.
ese figures confirm the rapid iIncrease of population 1iIn
airobi and especially that of the African population who
the colonial government was trying to stop coming to the
OWn* F°r example, between 1906 and 1926 the African

°Pulation doubled, and between 1926 and 1962 it increased
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by 8.9 times. |In 1926 the African population was 6.8
times that of the Europeans and by 1962 the African
population in Nairobi was 7.4 times that of the Europeans.
This i1ncreased population had a lot of implications on the
shortage of housing. Also the attitude held about Africans
determined what was provided iIn terms of housing and other
facilities. i

In the first 20 years of the century almost all
Africans lived iIn unregulated settlements. However these
were gradually demolished and both landlords and tenants
were obliged to live in a demarcated native location.
This location was called Pumwani and was opened up iIn 1922
for Africans and Arabs to rent plots from the Municipal
Council and to erect lodging houses out of traditional
material called "pumwani’ (a place of rest). Apart from
Pumwani another old settlement standing today is Kibera,
an unplanned semi-rural settlements for Nubian ex-soldiers
which was founded in 1912. Another old settlement which
was demolished iIn 1938 was Pangani. About the same time
a new estate called Shauri Moyo was built for the Pangani
people by the Municipal Council. This estate cost™fi1 about
K.Shs. 920,000 and was mainly financed by a loan from
the government. The total number of the housing units
1)S 10. Other than the Municipal Council the railway
administration was also involved in providing housing
Or their employees. By March 1939 the railway administ-

ation had provided 1,633 married quarters for Africans
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and 1t was building 600 additional units and hoped to
complete a further 600 during 1939. @

Although the war time conditions brought a lot of
problems two housing schemes were carried forward from
1938 planning phase. Ziwani and Kaloleni estates were
built and the government had extension of their Starehe
houses. The railway had already built 1%0 blocks includ-
ing some 1,700 rooms in the new Makongeni Estate.

Towards the end of the 1940°s more plans for
African housing were done and these estates were to be
along the axis of Jogoo Road called Bahati, Gorofani, and
Mbotela. More areas were also serviced and made available
for employers to erect housing for their employees. In
the late 1950°s efforts were concentrated on the new ofafa
developments which were later named by theilr residents
Maringo (posh), Jerusalem (the Heavenly City), and Jericho
(not far from Jerusalem) . These estates were completed as
follows: In 1958 the City Council complete™l36 flats at
Ngara; in 1959 Ofafa Maringo which had 1,400 flats was
completed and also Embakasi Village. In 1960 500 family
fiats were built In Jerusalem, and building of 2,386 flats
at Jericho were beginning iIn 1963; 240 flats were built
at Mariakani in Nairobi South.

Although this was a significant iIncrease i1t could
Ot CoPe with the increasing population and i1t was clear

at Conventional housing schemes were no longer adequate
satisfy the needs of the Nairobi residents especially

the
Jority of urban population. The only solution to
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this problem was the building of unauthorised shelters.
This up to date is still an attempt by the low-income
groups to provide housing for themselves. It is evident
that iIn these pre-Independence years the colonial 1idea

of housing provision was for individual branches of gov-
ernment and individual private enterprises to provide for
their employees. Today this same procedure exists in the
form of housing allowances and subs%dies rather than act-
ual construction of housing for those iIn the modern sector.

So far one can clearly see that the attempt was for
the i1ndividual organisations to provide finance for the
housing and not the individual who given their economic
state could not afford building their own housing accord-
ing to laid down standards. This same trend continued
even after Independence seeing that the construction of
more units was slower than the population increase, the
shortage became even more acute and by the time of Indep-
endence the housing shortage was critical.

After Independence several policies and strategies
have been made most of which have been put in the official
documents and plans. The following section will look at
the housing policies and programmes since lIndependence

as stipulated in the National Development Plans and other

documents.



Plate 1

A typical example of houses iIn Pumwani Area.
One of the oldest settlements iIn Nairobi com-
menced in 1922.

Plate 2

Some of the Municipal Council®s attempt to pro-
vide housing and services for the African pop-
ulation during colonial days - Ziwani Estate.



4:0

29
URBAN HOUSING POLICIES AND PROGRAMMES IN KENYA
housing DEVELOPMENT AFTER INDEPENDENCE

Elaborate national planning began after Independence
for all the government sectors. Various policies were
made and these have mainly been reflected in almost all
the post-Independence development plans and iIn various
official documents and publications_\.F 7 This section will
deal with some of these publicatioﬁs and especially the
National Development Plans. As already stated by the
time of Independence there was an already existing short-
age of housing.

In response to this situation the government invited
the United Nations®™ experts to make recommendations on
housing policies within the framework of social and econ-
omic planning in 1965. Among others this report by
Bloomberg and Abrahams recommended the establishment of
a National Housing Authority with more power than the
already existing Central Housing Board. They also rec-
ommended coordination and initiation of development by
the local authorities.

Following the publication of the United Nations
sponsored report on housing needs particularly those iIn
urban areas, a sessional Paper No. 5 was published to
highlight the major housing policy. It stated that the
government®s urban policy would be organising, in coll-
aboration with the local authorities, a programme which

Seeks to develop housing projects which will provide
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essential housing and healthy environment to the urban
dwellers at the lowest possible cost to the occupant.

It also endorsed recommendations to the effect that a
National Housing Authority be established to coordinate
housing programmes particularly those relating to the
local authorities-(s) In 1966 a Ministry of Housing was
established. Also following this repoémendation the
National Housing Corporation was established in 1967.
Housing Finance Company of Kenya and the Rent Restriction
Department were formed.

Other documents that contain government policies
are the Development Plans. Following is a brief des-
cription of the policy aims and programmes for housing
as stipulated in the four development plans. These are

the 1964-1970 Development Plan; 1970-1974 Development

Plan; 1974-78 Development Plan and 1979-83 Development

Plan.
DEVELOPMENT PLANS 1964 - 1983

1964 - 1970 DEVELOPMENT PLAN

This was the Tirst development plan. This
development plan had no priorities as far as housing was
concerned. However ™the plan reaffirmed the government
housing policy by focusing attention on such issues as

e problem of rural to urban migration and inability )

the majority of the urban population to secure housing

reasonable quality and quantity. Although the
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government was aware of the financial limitations of the
low-income groups, it discouraged any type of subsidy.
Inspite of the situation site and service schemes were
seen as a practical approach to the problems of low-income
groups in the urban areas.

Commenting on the performance of housing between
1964-1970 the 1970-1974 Development Flan stated that since
Independence the role of the govern&ent in housing had
been to encourage the private sector to play an iIncreasing
role iIn building more houses and In assisting local auth-
orities through N.H.C. to enlarge public housing programmes.
It was also stated that since Independence the public
sector had produced or helped to produce 9,500 houses and
sites on an average of 1:900 per year. It stated that the
number of houses completed so far, were for iIncomes 1iIn
the middle range "yet nearly 70% of the demand for urban
Kousing iIs by the lowest income groups" ) . Although the
private sector increased their output since Independence
it did not produce a large number of dwellings. To
scimulate their activities the government established
the Housing Finance Company of Kenya (HFCK) at the beginn-
ing of 1966. The objective of establishing HFCK was
making loans available to people wishing to acquire their
°wn homes in the main centres.

The 1964-70 development period witnessed a short-

- of 7,500 units per year. This shortfall was met by
n ividual families who had squatted on public and private

ard built whatever poor shelter was within their means
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usually fashioned of mud, wattle, cardboard and tin.

This shortfall was an indication of how critical the
housing shortage problem was becoming since the population
was at the sametime increasing. The fact that the
government role had been encouraging the private sector

to play an increasing role in building more houses meant
that the concentration was more on préfit making housing
than for low-income groups since these involved a greater
risk.

Another significant factor is that by 1963, 447, of
the African households were estimated to be living in
employed housing. However the Federation of Kenya Employers
decided in 1970 to bring to an end the provision of workers
- housing. (10 This was a disadvantage to the lower-income
groups since the employers housing was no longer accessible

to them. By implication this would decrease the number

of housing units since the employers had a choice to build

or not build.

1970-1974 DEVELOPMENT PLAN

According to the 1970-74 Development Plan "the prime
objective of government policy iIn housing is a move to-
wards a situation where every family in Kenya will live

In a decent home whether privately built or state-sponsored
which provides at least the basic standards of heal-th,
Pri.vacy and security. However the plan pointed

Out that due to the iInadequate incomes for many families,

ecent housing along with the other elements of a minimally
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adequate standard of living will continue to be beyond
the reach of a significant portion of the population.
The main objective was increasing housing stock

and this would be through the following:

@ giving loans to the Municipalities and other

Local Authorities;
F

()] direct construction where Local Authorities can-

not build;
© pilot schemes i1n rural and urban areas;

@ participation in the financing of private housing

by business enterprises, and individuals;

() assistance to companies who undertake to employee

housing;

Q) giving financial and technical aid to housing

schemes i1n settlements;

© improving housing design with emphasis on the

materials and research into housing market and

the constraints of supply especially in finance

and construction and building industry. (12)

Since according to estimates made iIn 1968 four-fifths
°f the urban effective demand was for dwellings costing
K-Shs. 24,000 the plan fixed a maximum cost of K.Shs. 24,000

Per unit for housing financed from the government develop-

N funds. Any dwellings costing more than this were
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to be financed by the HFCK and the private sector. The
plan also stated that since the shortage of housing was
so acute the available finance would largely be used to
expand the total stock of houses rather than clear slums
or purchase existing dwellings. It was made clear that
about 3370 of the total funds allocated to NHC could have
to be spent on site and service scheﬁgs rather than con-
ventional housing. (13

It was estimated that about K.Shs. 1,060 million
would be the total i1nvestment iIn housing by both the
public and the private sectors. The government iIntended
to spend K.Shs. 54U million on housing which would be
over 1370 of the government"s total spending for develop-
ment during the plan period. During this period the estim-

ated 50,000 urban units needed were not built instead

only about 25,000 units were completed.

1974-197/8 DEVELOPMENT PLAN

The policy was to continue in more or less the
same way as laid down in the previous plan. However
bigh priority was placed on the rapid improvement of hous-
ing standards whereby the desire was to streamline hous-
ing design and construction with government determined
standards. This was to be done by ensuring that each
housing unit constructed iIn an urban setting would*be
exPected to have a minimum of two habitable rooms plus
a kitchen and toilet and shower. In addition the plan

advocated action against further spread of squatter
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settlements, slum clearance, through the process of
resettlement and improvement of substandard urban hous-
ing.

The government allocation of funds to housing was
to total K.Shs. 689.2 million compared with K.Shs. 297.8
million in previous five years, an iIncrease of 236%.

It was envisaged that four times asi #eny housing units
were to be built in the plan period compared with the
previous Tfive years. Thus approximately 110,000 housing
units would be required during the plan period iIn urban
areas to house the iIncrease iIn population, plus over
50.000 units to meet the existing shortfall. "The 110,000
units to cater for population increase would include

44 _000 units (4070) costing K.Shs. 6,000, 17,000 (167c)
costing K.Shs. 15,000, 19,000 (17%) costing K.Shs. 24,000,
20.000 (8/0) costing K.Shs. 45,000 and 10,000 (%,) at
K.Shs. 90,000 and above." a9 The majority of the units
in the shortfall were to cost K.Shs. 24,000 or less and
the estimated total cost of the total number of units was
approximately K.Shs. 2,b00 million.

From these figures the total urban housing require-
ments for 1974-1978 estimated at 110,000 housing units plus
an accumulated 50,000 housing units would be 160,000. It
this requirement was to be met In these five years then
the production had to be at a level of 32,000 housing
Units per year. Of the K.Shs. 2,600 million needed only

K-Shs. 1,620 million was planned for. The rest was to be

yNIVERSITY OF NAB.C-:
t+tmc " Aov



36

met through loans from the Commercial Banks, Housing
Cooperatives, World Bank and other external Institutions.
Given the number of units needed and given the fact that
the most needy people were iIn the low-income groups this
money was far from being enough. Another factor that
stands out iIn this plan i1s the standard Piven tor hous-
ing. These were too high and unrealistic. The two
roomed conventional housing iIs not ﬁithin the reach of
the majority of the urban population. They would not

afford this type of housing.
1979 - 1983 DEVELOPMENT PLAN

This plan did not offer new policies or programmes
which differ significantly from the previous one. This
was mainly because the previous one had not been fulfilled.
These are to be carried out in this plan and these are
mainly those aspects regarding squatter upgrading and
a promotion of site and service and the advancement of
housing interests of the disadvantaged housing workers
tﬁrough cooperative housing. S

The plan estimates that of the existing 440,000
urban households only 3070 have sufficient income to afford
minimum conventional housing. The plan pleads the case
°1 site and service schemes.

The urban housing programme includes a squatter /
uPgrading programme, specifically geared towards improv-

Ing the standards of dwelling units in slum areas, where-

as additional squatter housing will be discouraged within
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the urban boundaries. The governments policy however
is that no squatter settlements should be demolished
without the provision of alternative accommodation.
\Although most of the government’s funds will be
devoted to low-cost housing the need for medium and high
cost housing is also recognised. Thus the NHC will
continue to provide tenant-purchase hpusing subject to
the availability of funds. However the private sector
is generally expected to provide this category of hous-
ing unit but the government®s role will be the stimulation
of this sector through the provision of appropriate
policies and incentives.
The total national housing requirements is estim-
ated at some 290,000 housing units In urban areas over
the plan period. This estimation includes a current short-
fall of 140,000 units and a requirement of 30,000 per
annum to cater for the expected increase in households
between 1979-1983. It is estimated that the overall hous-
ing development period will require about K .Shs.1,U44,094,0
ot which the government will allocate K .Shs.2,480,000 to
the Housing Research and Development Unit, K.Shs. 730,336,0
to the NHC; K.Shs. 31,480,000 to the HFCK; and
K.Shs. 26,278,000 to other agencies like savings and loan.
From the above analysis it is clear that the provis-
lon of housing before Independence was mainly by the
unicipal Council and employers like the government and
e railway authorities. Other than these the lower-
income groups provided themselves with housing which was

°f substandard nature. Other agencies involved before
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Independence were private developers who concentrated
their activities on middle and high income groups. After
Independence almost the same trend continues but other
finance institutions are formed. The finance institutions
include the Ministry of Housing and Social Services, (how
the Ministry of Urban Development and Housing) HFCK and
NHC. These were and still are an attempt to deal with
the increasing housing shortage.

Also after Independence thq government has spelt
out policies on housing. These have mainly been in the
development plans. However these policies are not imple-
mented effectively as a result of which the housing out-
put is iInconsistent with the housing need. The end result
especially for the low-income groups 1is overcrowding and
squatter settlement development. Although several str&%L
egies have been attempted they fall short of the require-
ment and these substandard housing continue to increase.
However inspite of these shortcomings the finance institut-
ions have played a very signficant role in the provision
of housing for Nairobi residents.

It 1s with this background in mind that in the
next two chapters the activities of some selected finance
agencies will be analysed. The finance institutions will
be reviewed In terms of to what extent they have helped
alleviate the problem of housing shortage and to what

extent they have served the low-income groups.



Plate 3

Construction materials iIn squatter settlement
areas - Mathare Valley.
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Construction materials iIn squatter settlement
areas - Mathare Valley.
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Plate 5

Construction of squatter settlements using tem-
porary materials. For example, cardboard for
roofing and wooden poles and old discarded tim-
ber for the walls.

£Ute 6

Kj~trupti°n. on the site at™ service scheme
g the required permanen materials.
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CHAPTER 3

PUBLIC HOUSING FINANCE AGENCIES

INTRODUCTION

In Kenya there are both public and private hous-
ing finance agencies. These operate within a given
institutional framework (see figure.."3:1) . The next two
Chapters will discuss eight selected agencies. However
this chapter focuses on the public finance agencies.
These include the Ministry of Urban Development and
Housing (MUD&H), National Housing Corporation (NHC),
the Nairobi City Council (NCC) and other International
Finance Bodies like the United States Agency for Inter-
national Development, and the World Bank. These two
International agencies have been particularly classified
as public mainly because their funds are channelled
through the government (Treasury).

These public agencies have played and continue
to play a very important role in provision of housing.

In many countries and indeed iIn Kenya the public agencies
are charged with the responsibility of making housing
policy and implementing it. They are mainly involved in
the low-income housing. For example, 1iIn Kenya, the
Public sector more recently has implemented schemes for
ower-income fTamilies iIn Nairobi (e.g. Dandora). Follow-
nS is a brief outline of the involvement of the above-

ehtioned agencies since Independence.
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MINISTRY OF URBAN DEVELOPMENT AND HOUSING

This Ministry whose main aim is provision of

housing to ail was formed in 1966. It was then called

the Ministry of Housing and Social Services. The Ministry
was charged with the responsibility of helping formulate
housing policy, setting housing standard"s and implementing
public housing programmes through National Housing Cor-
poration. It was also to collect data on such variables
as iIncome, construction cost, rent levels and also tran-
slate these iInto housing programmes. Other direct part-
icipation in the provision of housing by the Kenya govern-

ment include the following:
@ Institutional Housing

These houses are financed, developed and managed
by the Central Government through the Ministry

of Works. These are institutional rental housing
estates for civil servants working iIn institutions

such as the police, the army, hospitals, schools,

etc.

0> Pool Housing

These are financed, developed and managed through
two Ministries, that iIs the Ministry of Works and
the Ministry of Urban Development afid Housing.

The pool rental housing estates are for civil ser-

vants not housed in iInstitutional housing mentioned
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above and particularly in those remote areas
where alternative types of accommodation are not
available. Following i1s a table showing rent and
categories of houses according to job groups.

Table 3:1 Government Housing Rents According to

Job Groups

Job Group The House Category Rent K.Shs
M and Above f

Unfurnished * A 304

K and L * b 266

H and J C 176

G D 106

E and F E 63

D and below 38

Source: Author®s Survey.

The occupants of these houses do not get any

housing allowance and pay this additional amount

as rent. The figures on the number of the people
in each category were not available. However, these
houses are very few compared to the number of people
employed by the government. The majority of the

civil servants get housing allowance.
Civil Servants Mortgage Schemes

The. government provides bridging finance for the
construction of Mortgage houses for the civiT ser-

vants while loan facilities are provided by the
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Housing Finance Company of Kenya (HFCK) and
other Institutions. The main objective being

to minimise the responsibility of providing

pool housing for the civil servants while at

the same time encouraging home ownership. Here
the government does the construction and the
HFCK reimburses the cost of construction at 9070
while the allottee pays 10, of the cost of the
house. The HFCK reimburses the government at
10070. HFCK gives the individual the 9070 loan.
This leaves no link between the government and
the allottee. The allottee therefore has to
meet the terms of the HFCK. These terms are
highly regulative and restricted to middle and
high income groups. An example of these staff
mortgage schemes is the Old Racecourse which has
three phases built In 1971 (72 houses); 1974 (138
houses); and 1976 (108 houses). This iIs a total
of 313 houses and was constructed at a total cost
of K.Shs. 3 million. Others to be constructed
include 40U units at Nairobi West which are

estimated to cost K.Shs. 80 million.

In addition to this the government tents houses
for the civil servants and these are rented at
economic rates. The government has rented 1,607

houses i1n Nairobi.
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The other way the government deals with their
employees 1is by giving housing allowance. Majority
of the employees are iIn this category and since

the number of houses 1is increasing at a very low
rate there are not enough houses to rent. This
increases the demand for the existing housing

stock and hence the rents becpme very high and

the low-income groups cannot afford to rent these
houses because housing allowance is given according
to job groups. The government being the biggest
employer in the country it is unfortunate that

the alternatives chosen leave the majority of the
people unhoused. Following iIs a table showing the

amount of housing allowance according to job groups.

Table 3:2 Housing Allowance for the Civil Servants

in Kenya
Officers 1n Job Group Maximum house allowance
per Month K.Shs.
Q. R, and S 3,000 \\O )/
N and P 2,250
L and M 1,850 J°7
K 1,450 -
H and J 1,200 WV -
G - . 850
E and F 600
C and D 450
A and B in Nairobi Area 200

Source: Republic of Kenya, New Salaries and Salary
scales for the Kenya Civil Service.
Directorate of personal Management

November 1980.
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NATIONAL HOUSING CORPORATION
HISTORICAL BACKGROUND

The National Housing Corporation (NHC) which was
instituted In 19&7 was preceded by the Central Housing
Board @ which began to function 1in 1953. The functions
of the Central Housing Board were t8 build houses directly
and to make loans to other local authorities. This loan
assisted local authorities with the preparation of plans
and documents and with the supervision of work on the site
The only type of loans made to local authorities were for
the development of site and service schemes where the
individuals could build thei: OW; houses. Other loans )
made to local authorities indirectly were for relending
to employers to enable them to build housing for their
employees.

After the recommendation of the United Nations
Missions to Kenya on Housing In 1965 the Central Housing
Board was transferred to the National Housing Corporation
in 1967. (2 The main reason was that the NHC should be
a separate corporation more independent of the Ministry
°f Housing. Another reason was to enable the corporation

5° give support to a wider Tfield than just to local

authorities and to undertake projects on its own.
OBJECTIVES OF NHC

The corporation is the government®"s main agency
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under the Ministry of Urban Development and Housing

charged with the responsibility of implementation of

government®s housing policy through undertaking the

following:

@

@)

©

@

The corporation acts as an agency for transmitting

loans from the Ministry of Urban Development and

Housing to local authorities ,for the development

of low cost housing iIn towns and to individuals

in rural areas for the development of housing.

It provides technical assistance iIn the form of
designing, tendering and supervising construction
for those local authorities inadequately staffed,

with the necessary technical personnel.

In a number of cases it develops and manages hous-
ing either iIn order to supplement the capacities
of the local authorities concerned or meet the
demand for houses in areas local authorities are
not able to iInitiate and/or manage housing estates

themselves.

In conjunction with the Ministries ot Urban
Development and Housing; It encourages the
development of housing research through the Housing
Research and Development Unit at the University

of Nairobi.

Liaising with the Ministry of Urban Development
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and Housing the Housing Finance Company of

Kenya, the Corporation undertakes to stimulate
greater participation by the private sector by
developing mortgage housing estates with mortgage

©)
loans being provided by the HFCK."™ v

This section deals with the activities of the
corporation since Independence. Eﬁphasis will be laid
on the completed housing units and their cost. Current
and future plans will also be briefly discussed.

In 1967 when the Central Housing Board was trans-
formed into the NHC it handed over extensive programmes
of large and small housing projects throughout the country
For example, towards the end of 1967, forty-four high
cost housing units at the Phase 1 of Woodley Mortgage
Housing Scheme and fifteen medium cost units at the Moi
Estate (Pilot) Scheme were completed and thirty seven
more in Jamhuri Estate. Thus a total of ninety six
housing units were completed. During 1968 the corporatior
was responsible directly or indirectly for construction
of seventy seven medium, and high cost houses costing
K.Shs. 6,431,200 (K.Shs. 83,520 average cost per unit)
and 861 low cost at a total cost of K.Shs. 13,307,360
(K.Shs. 15,440 average cost per unit). This is a total

938 units costing K.Shs. 19,738,560. In this case for
Ve™y one middle high cost house an average of 5.4 low

c°st houses could be built. For the K.Shs. 6,431,200
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used to tinance 77 houses for middle and high #income
groups 417 houses for low income groups could have been
constructed.

Consequently iIn 1969 a total of 1,928 houses were
completed throughout the country. Out of these 304
were iIn Nairobi as shown in Table 3:3. Of the total
units 1,538 units were built by the local authorities
with the long term financing provided by the NHC. The
remaining units were built by the NHC and most of these
were supposed to be in Nairobi. However, the long-term
financing was provided by the NHC. It only organised
the construction of the houses and provided bridging
finance for the duration of construction, but none of
its funds were laid up in the houses as far as long term
financing was concerned. This by implication means that
they were medium and high cost houses and mainly mortgage
houses and thus benefiting the medium and high Income
groups.

Also within these projects one can see that most
°f the finances were used for housing units of the cost
brackets of over K.Shs. 24,000 (see Table 3:4). For
example, iIn 1969 7b. 8© of the funds were spent on houses
costing above K.Shs. 24,000 which means that only 23.27»
°* t¥e funds were spent on houses costing less than

K.Shs. 24,000 (see Table 3:4).



Table 3:3

Place

Municipality - Nairobi

Wood ley
Moi Estate
Kibera
Sodi Road

Otiende Estate

TOTAL

Source: N.H.C. Annual

N.H.C. SCHEMES COMPLETED

Type of Scheme

Mortgage

Mortgage Phase 111
Tenant Purchase IV
Rental Flats

Tenant Purchase

Report 1969. P.9

IN NAIROBI DURING 1969

No. of Units

82

92

30A

Total Cost
KE

291,700
210,800
1AA,800
122,000

12,699

781.699

Average Cost
Per Unit KE

3,500
2,950
1,570
2,380

1,A00



THE COST BRACKETS Of HOUSING UNITS BUILT IN KENYA *N 769

Tmb ! 1:*
Cost Brackets of UNITS BUILT COST 0O F UNITS
the Housing Unit Number Percent KE Percent
KE o - 249 A8 2.5 4,046 0.2
KE 250 - 599 113 6.1 63,897 2.4
KE 600 - 899 527 27.4 *135,722 16.4
KE 900 - 1,200 109 5.7 109,563 4.2
KE 1,200 and over 1,126 58.3 2,03*1,079 76.8
TOTAL 1,928 100 2,6*17,306 100

Source: N.H.C. Annual Report 1969. P.10
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In 1970 a total of 1,341 housing units were comp-
leted In Nairobi (see table No. 3:5) at a total cost of
K.SHs. 32,341,000. Ot these 363 houses costing K.Shs.
11,951,000 were a joing project of the National Housing
Corporation and the Nairobi City Council. As can be
seen from Table 3:5 the trend here was predominantly for
tenant purchase houses and a few molrtgage shcemes.
During this period there was a slight shift ot finance
to housing units costing K.Shs. [1b,000 - K.Shs. 24,000.
These plus the housing units costing above K.Shs. 24,000
took 70.970 of the total finance tor housing In 1970

(see Table 3:6)



Hunlclpa lity Nairobl

Kariobang/

Kar iobangi

Kariobangi
Kar iobangi
Uhuru Estate
Uhuru Estate

Mathare Valley
TOTAL BUILT BY N.C.C.

Joint NHC/NCC
Outer Ring Road

Lower Hill Road
Ot iende

Ki bera

Moi Estate

Kapiti
TOTAL N.H.C.

NAIROBI TOTAL

Source: N.H.C. Annual

Owner Bui 1ders

Tenant prefabricated
concrete panels

Tenant Purchase 111
Tenant Purchase 1VA
Tenant Purchase 111
Part of Tenant Purchase IV

Pilot Scheme

Renta 1

Maisonettes

Tenant Purchase Extensions
Tenant Purchase Self Help
Business cum Residential

Mortgage

Report 1970. P.6

16
67

206
2
280
106
16

733

363

1A

105
10

25

2A5

10,000
32,000

169,950
1,000
213,000
116,600
15,000

597,550

29,000

322,000
9,000
120,000
1*5,000
93,700

590 500

1,617,050

815

1,180

3,560
710

Sil

6,500
3,750

2,A10



COST BRACKETS OfF THE HOUSES COMPLETED IN KENYA \N '970

T+bla }:6
Cost per Housing UNITS BUILT COST O F UNITS
Unit including Number Percent KE Percent
Services
KE 0-249 81 3.5 15,640 0.6
KE 250 - 593 242 10.3 95,515 3.9
KE 600 - 899 765 32.7 609,650 24.6
KE 900-1,200 1,070 45-7 1,186,390 47.8
KE 1,200 and over 182 7.8 573,795 23.1
TOTAL 2,375 100 2,480,690 100

Source: N.H.C. Annual Report 1970. P.15
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Between 1971-74 the corporation constructed 5,518
houses in Nairobi (see Tables 3:7; 3:9; 3:11; 3:13). &2,
of the total finance was used to construct housing units
costing above K.Shs. 24,000, 19.570 of the finance was
for the housing units iIn the cost brackets of K.Shs. 18,000
- K.Shs. 24,000. This i1s a total of 81.570 of the financ-
es being spent on this category of houses. The total
amount of finances spent during this period was
K.Shs. 138,352,560. Thus 8l.570 of the funds, 1i.e.

K.Shs. 113,757,340 was spent on housing units in the
cost brackets of over K.Shs. 24,000 (see Tables 3:8;
3:10; 3:12; 3:14;.

During this period the average cost per unit was
K.Shs. 42,820. For example, 1in 1971 the total average
cost per unit for Nairobi was K.Shs. 24,100. Other than
the Mathare Valley site and service and the Mathare
Aided Self-Help Schemes the average cost per unit was
above K.Shs. 20,000.

In 1972 the trend was the same and apart from three
Schemes the Mathare Valley site and service and tenant
purchase, Askari housing the average cost per unit ranged
between K.Shs. 28,4b0 and K.Shs. 91,000. 51.5% of the
funds were spent on this category of houses which were
°nly 408 units. The remaining 1,838 units were con-
structed with 48.50 of the finances.

In 1973 the number of houses decreased significantly
0 302 housing units. The average cost per unit ranged

between K.Shs. 42,320 and K.Shs. 170,000. Ngei and



Kyuna Estates were mortgage schemes while Madaraka was
rental . In 1974 a similar thing happened and the aver-
age cost per unit was even higher. The minimum cost was

K.Shs. 45,820. (see Table 3:13).



Place
Municipal ity - Nairobi

Uhuru

Kar iobang i

Kar iobang i

Kar iobang i
Uhuru

Mathare Valley

Mathare Valley

TOTAL BUILT BY N.C.C.

Ki bera *

TOTAL N.H.C. IN NAIROBI

NAIROBI TOTAL

Source: N.H.C. Annual

Type of Scheme

Tenant Purchase
Tenant Purchase
Tenant Purchase
Tenant Purchase
Extensions Rental
Site and Service

Aided Self-Help

Aided Self-Help

Report 1971. P.9

No. of Units Total Cost

KE
158 190,000
320 385,000
250 275,000
60 84,000
v 292 346,000
500 50,000
760 210,000
2,370 1,540,000
210 246,000
210 246,000
2,550 1,786,000

Average Cost
Per Unit KE£

1,203
1,203
1,100
1,400
8s
100

276

1,171

1,171

700



COST BRACKETS OF THE HOIISFS COMPLETED IN KENYA IN A97A

Tab It? 3-8
Cost of Housing UNITS BUILT COST O F UNITS
Units including Number Percent KE Percent
Servi ces

KE 0 - 249 600 19 69,000 3
KE 250 - 599 935 29 269,763 12
KE 600 - 899 153 5 130,170 6
KE 900-1,200 968 30 1,073,000 ng

KE 1,200 and over 576 17 672,500 30
TOTAL 3,202 100 2,217,133 100

Source: N.H.C. Annual Report 1971. P-6



Place

Municipality - Nairobi

Madaraka

Mathare Valley
Mathare Valley
Askari Housing

Kariobangi Timber
Hous ing

Ki bera

NGEI

TOTAL

Source:

N.H.C. Annual

N.H.C. SCHEMES HQHPLTtI

Type of Scheme

Rental 1

Site and Service
Tenant Purchase
Renta 1

Tenant Purchase

Mortgage 1

Mortgage

Report 1972. P.13

tu

mn o mvwiriu

No. of Units

352

71

565

180

267

217

165

2,246

Total

KE

744,832
118,560
502,850
199,980

37,000

480,438

73*1,250

Cost

Average Cost
Per Unit KE£

2,116
160
890

1,111

1,%423

2,214

*(,*-50

1,766



Tat) Its 3:10 LUol

Cost of Housing

Units including

Services

KE 0 - 249

KE 250 - 599

KE 600 - 899

KE 900-1,200

KE 1,200 and over

TOTAL

Source: N.H.C. Annual

bRALKETS UF

UNITS
Number

2,065
285

616

1,288

*,598

Report 1972.

<?

mt RUuata

BUILT
Percent

kk.3

6.2

13.~

7.5

28.0

100

P.6

tunrrtu

nu

COST 0O F

273,860
120,550
572,350
356,180

3,099,378

A,390,288

UNITS
Percent

6.2

2.7

12/M

8.1

70.1

100



Tablet: 3:12

Cost of Housing
Units including

Serv ices

KE 0 - 279
KE 250 - 599
KE 600 - 899
KE 900-1,200
KE 1,200 and over

TOTAL

COST BRACKETS OF

UNITS
Number

96
96
58
202

738

1,190

Source: N.H.C. Annual Report 1973*

THE HOUSES COMPLETED

B UI

LT

Percent

8.07

8.07

A. 86

17.00

62.00

P.12

100

IN KENYA \N

COST

15,552
39,360
42,794
222,664

1,840,232

2,160,602

OF UNITS
Percent

0.72

1.82

1.98

10.31

85.17

100



Table 311

Place

Municipality - Nairobi

Madaraka
Nge i

KYUNA

TOTAL

Source: N.H.C. Annual

N.H.C. SCHEMES

Type of Scheme

Rental 1
Mortgage Phase

Mortgage Phase

Report 1973.

COMPLETED

P.13

IN NAIROBI DURING 1373

No. of Units

2b8

302

Total Cost
KE

527,768

93,950

280,500

898,718

Average Cost
Per Unit KE

2,116
M50

8,500

2,976



N.H.C. SCHEMES COMPLETED IN NAIROBI DURING

Tab le 3:13
7

Place * Type of Scheme No. of Units Total Cost Average Cost
KE Per Unit KE£

Municipality - Nai robi

Harambee Rental 1 247 580,000 2,378

Langata Ngei Mortgage Phase 11 170 807,500 *i,750

Ki bera Renta 1 12 27,500 2,291

TOTAL 429

Source: N.H.C. Annual Report 197~ P.9



Table 3:1U COST BRACKETS OF THE HOUSES COMPLETED IN KENYA |IN AS7F¥

J
Cost of Housing UNITS BUILT COST O F UNITS
units including Number Percent KE Percent
Serv ices
KE 0-599 - -
KE 600 - 899 260 18 195,900 8
KE 900 - 1,199 "+'8E 33-30 468,300 19.10
KE 1,200 - 1,499 198 13.80 260,800 10.60
KE 1,500 and over 503 3*1.90 1,530,700 63.63
TOTAL 1,444 100 2, *t55,700 100

Source: N.H.C. Annual Report 19/ P.8
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In 1975 the number of houses completed was lower
than any other time. Only a total of 166 housing units
were constructed which costed K.Shs. 12,560,000. The
average cost per unit was K.Shs.92,000 and these ranged
from K.Shs. 52,000 in Kibera to K.Shs. 190,000 in Kyuna
Estate. Again in this year the Corporation did not con-
struct any houses below K.Shs. 40,000 (see Table 3:15).
The type of houses constructed durinlg this time were only
mortgage and tenant purchase schemes.

In 19/6 there was a significant shift from mortgage
and tenant purchase to site and service schemes. There
was a total of 1,031 units iIn the site and service scheme
completed in Dandora, Nairobi. Of these 1,028 (99.770)
costed between K.Shs. 7,800 and K.Shs.11,740. (see
Table numbers 3:1b; 3:17 and 3:18).

Between 1977 and 1978 a total of 877 units (see
Table 3:18) were completed. There were only 213 site
and service for which the average cost per unit was
K.Shs. 21,800. The others included rental houses at
Buru Buru (78) and rental flats (250) and Houses (366)
at Huruma. The average cost per unit was K.Shs. 44,620.
This was only in Nairobi. It 1s worth noting that of"
the total amount (K.Shs. 82,282,140) of funds available
In the whole country, 730 was used to construct houses

costing over K.Shs. 24,000. (see Table 3:20).
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Table 315 N.H.C. SCHEMES COMPLETED IN NAIROBI DURING 1975

P lace Type of Scheme No. of Units Total Cost Average Cost
KE Per Unit KE£

Municipality - Nairobi

Kyuna Mortgage Phase 111 18 171,000 9,500
Ki bera Tenant Purchase V 101 303,000 3,000
Kibera Tenant Purchase V Ae 151,800 3,000
Ki bera Tenant Purchase V 1 2,600 2,000
TOTAL 166 628,000 A, 600

Source: N.H.C. Annual Report 1975. P.12
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Cost of, Housing
Units including

Services

KE 0-599
KE 600 - 899
KE 900-1,199
KE 1,200 and below
KE 1,200 - 1,499
KE 1,500 and over

TOTAL

COST BRACKETS OF THE

iiou

UNITS BUILT
Number Percent
500 22.20
131 5.82
730 32.41
1,361 60.42
315 1A.00
576 25.58
2,252 100

SES COMPLETED

IN KENYA >N A975

COST

250,000
112,300
741,200
1,103,500
421,700

1,175,700

2,700,400

0]

F

UNITS
Percent

9.26

4.16

27.42

40.84

15.62

'0.5't

100



Average Coat

Typs of »eb»ni No - of Uniwtr TOtK coat Per VInN\t YE£-
Munleipa//ly * Nairob 1

Dandora (financed Site and service A 1,600 390
by the World Bank No. 1 2As5 105,800 A32
and N.H.C.) Phase 1 1 500 AsA
2A6 115,900 A7
197 100,000 516
7 3,900 555
Type A 1 600 581
TOTAL 701 328,800 A69
Type B 100 75,000 755
78 62,000 806
87 7A ;600 857
3 2,800 917
A 3,800 960
TOTAL 272 218,200 802
Type C 3 3,000 1,009
9 9,500 1,059
2 2,200 1,119
AO A6 ,A00 1,161

N\
TOTAL 5 61,100 1,131
Demonstration Units 1 500 - A71
A 1 800 866
B 1 1,100 1,059
C 1 2,500 2 ,A60
TOTAL A A 900 1,225
TOTAL NAIROBI 1,031 61A,Ao0 906

Source: N.H.C. Annual Report 1976. P.17
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I KENY/X IM

THE HOUSF~ COMPLETED

COST BRACKETS OF

Cost of Housing UNITS BUILT COST
Units including Number Percent KE
Serv ices

KE 0 - 599 878 *49.2%4 *40*4,200
KE 600 - 899 278 15.59 22*4,000
KE 900 - 1,199 62 3.%48 68,800
KE 1,200 and below 1,218 68.31 697,000
KE 1,200 - 1,*499 539 30.23 751 ,600
KE 1,500 and over 26 1.*46 50 ,*400
TOTAL 1,783 100 1,%49*4,000
Source: N.H.C. Annual Report 1976. P.21

1

0]

F

UNITS
Percent

26.96

17,95

b.59

*46.50

50.1*4



N.H.C SCHEMES COMPLETED IN NAIROBI DURING 1977 AND A978

Table 3:19
Place Type of Scheme No. of Units Total Cost Average Cost
KE Per Unit KE£
Municipality - Nairobi
Huruma Rental flats and houses 250 2,693
366 1,1*26,342 2,179
Buru Buru Renta 1 78 233,000 2,962
Site and service 213 232,175 1,090
TOTAL NAIROBI 877 1,891,517 2,156
N4,

Source: N.H.C. Bi-Ennial Report 1977/78. P.19



Tmbtm 3:20

7'NnsTrZ7cKETS OF THE HOUSES COMPLETED

Cost of Housing UNITS
Units including Number
Services

KE 0 - 599

KE 600 - 899 1,033
KE 900 - 1,199 399
KE 1,200 and below 1,732
KE 1,200 - 1,499 352
KE 1,500 and over 1,056
TOTAL 2,840
Source: N.H.C. Bi-Ennial

36.37

14.05

50.42

12.40

37.18

100

Report 1977/78.

BUILT
Percent

P.23

IN KENYA »N \3T7JT*.

COST OF

709,500
399,761
1,109,261
502,026

2,512,826

4,124,107

UNITS
Percent

17.20

9.7

26.90

12.90

60.93

100
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In 1979 the total number of houses constructed in
Nairobi were 3,056 units (see Table 3:21). This was a
mixture of tenant purchase, rental flats and houses and
site and service. These costed K.Shs. 103,535,580
and the total average cost was K.Shs. 55,760. This
again shows that the majority of the population could
not afford. During this year 638.870 ot thel total funds
was spent on houses costing K.Shs. GD'I,”OOO and over.

(See Table 3:22).

Looking at the houses under construction (see Table
3:23) at the end ot December 1979 the same trend Iis
very clear. By the end of 1979, 1,864 housing units
(see Table 3:23)) were under construction. Of these
966 housing units were site and service schemes, while
600 were tenant purchase and 282 were mortgage schemes.
Of the funds spent on housing &6/ (K.Shs. 78,500,220)
were fTor the mortgage schemes and 22.80(K. Shs. 27,460,000)
was used for tenant purchase. Thus 87.870 (K.Shs. 105,960,22
of the total funds (K.Shs. 120,516,980) was spent on

tenant purchase and mortgage schemes. Only [12.270

(K.Shs. 14,616,780) was spent on site and service.



Place

Municipality - Nairobi

Samuel Ayang Estate
(formerly Kibera Mixed

Development)

Ngei Estate Phase 11
(Extens ion)

Kariobangi Phase V

Dandora Phase 11

Area 2

TOTAL

Source: N.H.C. Annual

Type of Scheme No. of Units

Site and service

Tenant purchase

1 roomed 412
2 roomed 1
3 roomed 157
Serviced plots 49
Mortgage 76
Rental Flats 320
Houses 400

Site and service

Type A 1,120
Type B 519
Type C 102

3,056

Report 1979. P.15.

Total Cost
KE

1,273,1 00

699,200

1,874,261

698,880
468,138
163,200

5,176,779

Average Cost
Per Unit vs.

2,500
3,250
4,000

500

9,200

(2,663
(2,799

624
902
1,600
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Cost of Housing UNI TS BUILT COST OF UNI TS
Units including Number Percent KE Percent
Services

KE 0-5909 *49 1.22 26,950 0. *6
KE 600 - 899 1,378 33.62 88+*4,080 15.10
KE 900-1,199 965 2*4.07 917,722 15.68
KE 1,200 and below 2,362 58.92 1,828,752 31 .2%4
KE 1,200 - 1,*499 - -

KE 1,500 and over 1,647 *+1.08 it,025,976 68.76
TOTAL *4,009 100 5,8511,728 100

Source: N.H.C. Annual Reports 1979. P.18
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Pandora Phase 11
Area 3

TOTAL

Kahawa West

TOTAL

Ngei Phase 11
(extens ion)

Onyonka Estate

TOTAL

TOTAL NAIROBI

Source: N.H.C. Annual

Site and service
Type A
Type B
Type C

Tenant Purchase
1 roomed
2 roomed
3 roomed

Mortgage

Mortgage
Type A
Type B
Type C

Report 1979. P.20

618
303
5
966
300
272
28
600

16

166
30
36

282

1,86*4

385,532
273,306

72,000

730,838

1,373,000

231,611

3,693,400

3,925,011

6,025,81(9

902
1,600

1,985
2,1(98
3,500

1*4,*476

1*4,000
13,300
11 *460
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Looking at the future plans for the Corporation
the same trend may be expected. For example, iIn the
housing programmes of 1978-1983 most of the housing
units have an average cost per unit of over K.Shs. 24,000
(see Table 3:24). Most of the finances are spent on
middle and high income groups.

In conclusion it is evident that although the
NHC has done a lot since 1967 the éoncentration has been
on middle and high cost units as shown above and summ-
arised in the following three graphs (See Table 3:23
and Graphs numbers 1,2,3). From table number 3:25
,the NHC have directly or indirectly completed 30,481
housing units since Independence at the cost of
K.Shs. 698,954,340 million. The graphs show the cum-
ulative investment by the NHC iIn housing since 1964
(Graph 1), the cumulative number of housing units com-
pleted by the NHC in Kenya since 1964 (Graph 2) and
houses completed in Kenya directly or indirectly by

NHC since 1964.



S5/ Ty
(n.t /rot>/) . Place
and Type of
Scheme

Huruma
Site and service

Kar iobang i Rental

Dandora Phase |
Site and service

Ngei Phase 11
Extens ion

Samuel Ayang Estate
Kibera Site S Service
Tenant Purchase

Kahawa West
Tenant Purchase

Onyonka Estate
Mortgage

Dandora Phase 11
Site and service

suu QN
Funds

MUDH

IBRD
| DA

HFCK.

HFCK

IBRD

no. or
Units

250
336

720

701
272
56

76

412

57
49

300
272
28

166

86

3,185
1,536
244

Conme P«r
unit K£

2,693
2,179

2,799

600
900
1,100

9,200

2,500
3,250

Moo
550

1,895
2,498
3,500

1MO0O0
13,300

11,460

624
902
1,600

ProJeer

Value K£

1,436,3A2

1,874,261

76,025

744,800

1,273,100

1,246,150

1,373,000

3,693,400

4,740,000



ALLOCATION OF FUNDS CASH PROJECT\OHS
1978/79 1979/80 1980/81 1981/82 1982/83

192,978 36,903
265,318 365,95" -
133,972 198,445
~50,000 219,997
1,267,000
26,960 75,000
439,810 1,400,000 1,2*15,555 369,32*0

556,816 1,800,000 1,800,000 300,000 283,184



No. of Coat per ProJect

Sogrer Unlts Un ft KE Va lue KE.
Funds

Ngei Phase 1l

Extension Mortgage HFCK 16 14,2*76 231,611

Julia Ojiambo Estate HFCK 23 1A,286

Mortgage 125 13,043 3,325,330
103 13,227

Kariobangi MUDH 1 3,950

Rivers ide 27 3,485 399,000
100 3,010

Komorock Road MUDH 1 2,923

Tenant Purchase 366 * 2,708 1,884,000
363 2,453

Kariobangi South

Settlement site and MUDH 515 700 360,000

serv ice

Buru Buru Area MUDH 112 5,497
64 3,171
26 3,626 960,000
16 2,947

Kibera Mortgage HFCK 35 3,420 258,500

55 2,525



ALLOCATION OF FUNDS (.Kill CIVSVA PROJECT\ONS

1978/79 1979780 1980/81 1981/82 1982/83
11,000 120,000 100,511
46,28 1,800,000 1 **58,978

scheme not funded

61 ,26%

85,000 173,500



Loca/ Authority
(Nairobi). Place

and Type of
Scheme

Kibera Flats
(Renta 1)

Kibera NHC Depot

TOTAL NAIROBI

Source: N.H.C. Housing

Source
of
Funds

NHC

Programme 1980/81

No. of
Units

1,000

1

11,3*5

Cost per
Unit KE£
17*,650
t

Project
Value KE

17*,650

23,711,781

- 1982/83.

1978/79

allocation of pjnds (kf&/) cash project\ons
1979/80 1980/81 1981/82
130,000 **,650
b, Ski ,5*'S k, 889,377 2,598,990

1,933,325

1982/83

1,915,662



Table 3:25

HOUSES COMPLETED

Year

196
1965
1966
1967
1968
1969
1970
1971
1972
1973
1979
1975’
1976
1977/78
1979

TOTAL

Source:

N.H.C, Annual

IN KENYA DIRECTLY OR

No. of Units

936

890

611

550
1,588
1,928
2,390
3,202
it,598
1,190
1,AAl
2,979
1,783
2,865
9, 085

30,As8l

Report 1979.

Cost in KE

179,313
~58,M61
213,199
361,227

1,225,873 '

2,6"8,2A6
2,780,690
2,2H,133
A,390,288
2,260,602
2,A77,900
3,887,300
1,799,000
~,233,557
6,553,928

3NONT, 717

P.10

PAGE 72 '

INDIRECTLY SINCE 196*1

(NHC)

Average Cost

Per

Unit in Kif

156
561
~399
657
772
1,371t
1,060
691
o5 -8
1,816
1,717
1,570
8Al
1,978
1,60A

1,197
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NAIROBI CITY COUNCIL
INTRODUCTION

Nairobi City Council is the iocal authority ad-
ministering the City of Nairobi. It has the responsibility
of providing the residents with certain essen%ial services
which i1ncludes among others housing. To 'a;et the housing
needs of Nairobi residents the council has iInitiated
various housing programmes and these include rental hous-
ing schemes, tenant purchase schemes, site and service
schemes and staff housing for certain categories ot coun-
cil staff e,g. the Askari Housing Estate at Dagoretti
Comer.

y jc' Certain measures have been taken to provide housing
to the Nairobi residents but the Council finds it imposs-
ible to raise sufficient money with which to provide ev-

ery deserving city dweller with adequate accommodation.
NAIROBI CITY COUNCIL ACTIVITIES

The Nairobi City Council has been iIn operation S
since colonial days. Over the years 1t has put up
houses of different qualities for various income groups
ih the city. The City Council has a total of 13,703
<4)

Jhousing units.
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Following is the proposed plan for the Nairobi
City Council which will be implemented on the availabil-

ity of funds iIn the future.

Table 3:26 Future Proposed Housing Plan

Scheme Units Estimated
, Cost K.Shs
Kamorock Low Cost 733 * *© 36,000,000
Kariobangi Riverside 123; 8,500,000
Kirk Road High Rise Flats 108 20,000,000
Madaraka Phase 11 1, 300 84 ,000.000
Jamhuri Phase 11 1,000 81,000,000
Harambee Phase 111 300 45,000,000
Pumwani Redevelopment 4U0 50,0U0,000
Buru Buru Area 300 48,000,000
TOTAL 4,464 372,500,000

Source: Nairobi City Council 1981.

The renewal and modernisation of the following

existing housing estates is also iIn the proposed plan.

Table 3:27 Future Proposed Housing Redevelopment Plan

Scheme Units Estimated
Cost iIn K_;
Shauri Moyo 1,400 82,0U0,000
Kaloleni 1,000 75,000, 0U0
Bahati 750 63,0U0,U00
Mbotela b0O 34,000,000
Ofafa Kunguni 500 48,000,000
total 4,250 322,000,000

Source: Nairobi City Council 1981.
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From Table 3:26 the average cost of proposed
housing per unit is K.Shs. 83,445 while for renewal
and redevelopment is K.Shs. 75,765.

If the average unit of the proposed housing is
a tenant purchase house which is to be paid over a
period of 20 years, with 1U% downpayment Ehe income

groups can be as follows:
£

0

. Downpayment K.Shs. 83,445 - 8,344.5 = 75,100.5

Interest Rate over 20 years = P X R x T

TOO

p = principal amount = K.Shs. 75,100.5
R = rate = 8%
T - time period = 20 years
Interest = 75,100.5 x 8 x 20

nro—-————-—-—

- K.Shs. 120,160.8
The total amount to be repaid =
K.Shs. 75,100.5 + 120,160.8 = 195,261.3
Repayment per month = K.Shs. 195,261.3 = 813
20 x 12

IT the maximum amount supposed to be paid for

housing i1s 25/, of ones income then the income of the
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person should be:

K.Shs. 813 x 100 = K.Shs. 3,252 per month
23

The total monthly income should be K.Shs. 3,252
excluding 1070 downpayment. This, as will be shown later
by the i1ncome groups -in Nairobi, excludes a majority ot
the people from getting these tenant pyrchase houses.
Thus the proposed tenant purchase schemes by the Council
will not help i1ncrease home ownership for the low-income
groups.

It is worth noting that since Independence the
Council has not been able to construct any cheap houses.
This 1s because the Central Government issued a directive
to the effect that the mai%m%m size of a house should
consist of two rooms, a kitchen, shower and bathroom.

The Council then embarked on this exercise and constructed
the Uhuru Estate which had a minimum rent fixed at
K.Shs. 138. If the person is to pay 2070 of their income
for housing this type ot housing will serve the people
earning K.Shs. 690 per month. ITf the person pays 25M®
of the i1ncome they should be earning K.Shs. 552 per month.
This 1s too much money to pay iIf the person is earning
the above amount of money. People earning this amount
will also not get this type of housing because of the
high competition for such houses which are very few.
Seeing that this was not serving the low-income

groups the City Council team set to study the situation
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and came up with the idea of site and service schemes.

In these schemes the allottee would be encouraged to
work on harambee basis to reduce the cost of construction
of houses at least iIn the labour elements. The site

and service schemes have mainly been the alternative

for low-income housing. These projects have been fin-
anced with funds from the World Bank and the Kenya
Government. These funds have been loaned to the City
Council by the NHC to implement hodsing projects.

In conclusion the Nairobi City Council has mainly

served the middle income groups since Independence.
INTERNATIONAL HOUSING FINANCE AGENCIES
INTRODUCTION

The i1nternational housing finance agencies involved
in financing housing especially for the medium and low
income groups include the United States Agency for Inter-
national Development (USAID) through the housing guarant-
ee programmes, the World Bank for Reconstruction and
Development (IBRD) and the International Development
Association (IDA). The World Bank has provided funds
for the first (Dandora Phase 1) and second urban projects.
The second urban projects consists of Dandoré Phase 11
and projects in Kisumu .and Mombasa. These projects are
mainly site and service schemes and squatter upgrading.

Others 1i1nclude the Commonwealth Development
Corporation (CDC), the Netherlands Government, and the

~European Development Fund (EDF). The finances from the
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European Development Fund came about as a result of
discussions between the Kenyan government and the
European Economic Community. ® This has mainly

been dealing with projects in Nairobi and has i1dent-
ified three projects. These are the Mathare Valley
site and service scheme, Kawangware improvement scheme
and a Workshop Cluster in Dandora. This section will

deal with the World Bank and USAID projects in detail.
THE WORLD BANK

The aims and objectives of the agency®s involve-
ment was to provide shelter for those people earning
between K.Shs. 280 - K.Shs. 6b0 per month in the Tfirst
project (Dandora Phase I) and in the second project
(Dandora Phase 11) for those people earning up to
K.Shs. 1,000 per month. The idea here is the provision
of a site with some services as roads, sewerage, water
and drainage on which the resident builds his own home.

The World Bank 1is essentially the financier with
the Government of Kenya as the borrower through the
Ministry of Finance. These funds are then channelled
to the Ministry of Urban Development and Housing (MUD&H)
The Ministry then channels the money to the local auth-
orities through the NHC. |In this case the Nairobi City
Council 1is the implementing local authority.

The World Bank has financed two projects and these
are a scheme of 6,000 site and service units, together

Wilth the supporting physical and social iInfrastructure,
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in Dandora, eastern Nairobi. To date 3,700 sites have
been completed and another 900 have not been occupied
because water has not been installed. It was hoped
that by the end of this year the 6,U00 schemes would
be completed. The Ffirst project was estimated to cost
K.Shs. 210.80 million ($29.52 million by 1979) of which
$7 million is provided through the IBRD —k;ms and
$7 million through the IDA credit, th? remainder 1is
provided mainly through the Government of Kenya.

The procedure has been that the City Council
would provide the infrastructure and after this the
selected applicants would be the ones to construct the
building. The Council would provide a toilet, shower,
the kitchen and one room and then give a material loan
of K.Shs. 3,200 to build one other room. The allottee
has eighteen months grace period and during these eight-
een months the allottee iIs expected to finish the build-
ing. First they put up the foundation, then they get
the loan for it and then the wall and the roof. The
material loan i1s only given after the foundation or wall
or roof i1s completed. This is what is called Type B
site and service. Alternatively the Council would provide
Type A scheme where they would only provide a toilet and
a shower but the allottee is given a material loan of
K.Shs. 6,400 to build two rooms.

Some of the terms of allocating the plot and the

loan include the following (source author®s survey).
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@ Income - which involves the total i1ncome of the

family.

() Should have lived in Nairobi for two years

© Should be the head of the family

@ Should not be owning any property®in Nairobi
(land or house) r

) Initial deposit is K.Shs. 40U.

Q) The interest rate i1s 8%/0 and the repayment
period is 25 years for allottees earning between
K.Shs. 280 - K.Shs. 400 and 20 years for those
earning K.Shs. 400 - K.Shs. 650.

((0)) The rate of repayment varies between K.Shs. 140 -
K.Shs. 200 excluding water and electricity. They
also have to pay a ground rent of K.Shs. 90 - K.Shs.

120 per year and an annual insurance of K.Shs. 30.

(D) The plot iIs to be repossessed i1if the allottee

does not pay the loan for a period of six months.

One of the problems faced in this project is illegal
selling of the plots to other people. This mainly occurs
because the person is not:gble to/afford to repay the loan.
There is also cheating in the application forms and so the
plots go to the wrong people who would not live there but

instead rent the plot. The allottee is supposed to live

there and sublet some of the rooms but some people let
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out the whole plot. Another problem is that of re-
covery of the loan from the allottees because i1t 1nvol-?
ves too much work and some people are not willing to

pay back the loan iIn time.

Other problems are mainly administrative, for
example there are delays iIn construction and this
increases the construction cost because these are in-
creasing at a very high rate and the loan is not iIncreased.

Although this scheme has increased housing stock
in Nairobi 1t has not met the needs of the low-income
groups because the structures have been too expensive
and majority of the people cannot afford to construct

their own structures.

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT

The Housing Guaranty Programme of the United States
Agency fTor International Development (LUSAID) was develop-
ed as a part of the United States Foreign Assistance
Programme in 1962 to respond to the enormous and rap-
idly growing world wide shortage of shelter. This
programme is the principal instrument of the USAID for
helping countries address their shelter problems.

The USAID programme in Kenya has the following

principles

@ It seeks to iInstitutionalise within Kenya
housing agencies the aided self-help, minimum

standard, full cost recovery approach to low
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cost housing through programmes demonstrating
the economies and reinvestment benetits of this
approach. Consistent with the Government of
Kenya approach, the USAID"s objective is to
increasingly minimise public iInvestment iIn in-
dividual shelter projects and maximise aided
self-help and private sector involvement. In
addition to serviced plots, other shelter ap-
proaches i1nclude squatter upgrading and expand-
able core housing. All these options will be

considered iIn the USAID"s demonstration programme

In Kenya.

Both the USAID and the Government of Kenya share
the programme development goal of relating build-
ing standards to the affordability of housing by

intended beneficiaries.

Where slum upgrading is a project element it is
essential for the local authority to ensure resid-
ents of their right to occupy their existing

dwellings or to be provided with an alternative

shelter option such as a plot In a site and service

scheme.

All elements ,of a project must be affordable by

families of below median income.

All the Housing Guaranty programme elements are

funded by loans which must be fully recovered from
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charges to allottee and from revenue.

Q) The USAID will encourage greater participation
by the private sector iIn the provision of finance
and loan management services and mobilisation of
household savings for low cost shelter schemes
through the USAID pilot efforts involvement of
private sector will only be prpmoted where adeq-
uate iInterests of the low incdme allottees are en-

sured and safeguarded.

The AID Guaranty Programme operates as follows.
The Government oi Kenya and the USAID decide on a prog-
ramme and sign an implementation agreement. Then the
project is advertised iIn the AID Gazette, the Federal
Register and the interested lenders are supposed to con-
tact the Government of Kenya. The best lender is picked
and the AID notified. Then the Government of Kenya
and the private lender sign a second agreement. After
that the AID signs an agreement with the Government of
Kenya where the Government agrees to pay them if i1t be-
came necessary, for example, 1I1f there are difficulties
in the repayment of the loan by local authority. The
AID signs with the private lender and promises that iIf
the Government of Kenya cannot pay the AID will pay the
private lender. Thus the USAID does not lend money but
they sign a guarantee for the American Banks to lend the
money to the Government of Kenya.

After the money 1is borrowed it follows the following
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channels before it gets to the beneficiary.
Figure 3:2
USAID FUND FLOW CHART

USAID
3U years
- Yy
GOVERNMENT OF KENYA (TREASURY)
|

MINISTRY OF URBAN DEVELOPMENT AND HOUSING
NATIONAL HOUSING CORPORATION

LOCAL AUTHORITY
25 -*26 years
3
BENEFICIARY.

By legislation the beneficiaries of this are to
be In the bottom half of the population by iIncome.
These were said to be people earning about K.Shs. 1,800
per month in Nairobi, Mombasa, and Kisumu. For other
towns the income is supposed to be K.Shs. 1,200 per
month. The iIncome earned per month was found to be
difficult to establish since most of the people iIn the
bottom 5070 work in the informal sector.

The USAID has so far been involved In two projects
in Nairobi. The Tfirst one was Kimathi Estate and the

second one was Umoja.
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The objective of the first project was to en-
courage the Government of Kenya to implement the policy
of emphasising various shelter solutions for lower iIn-
come families. This project was to act as a "pilot
demonstration”™ of a home ownership programme for the
Nairobi City Council. The actual amount borrowed for
this project was U.S. $1,993,073 by thelNairobi City
Council. The iInvestor was the Litf and Casualty
Insurance Company of Tennessee. The money was loaned
to purchasers at a composite rate of 84> tor a maximum
period ot 20 years. The Council required at least 5/.
downpayment from the tenant purchasers (note that the
document called tor a 1070 downpayment 37. and financed

the remaining 57, out of its own resources) . The amount

of the loans to the tenant purchasers was determined

as Tollows:

"Type Sale Price Less 5/, Loan
down-payment Amount

3 bedroomed K.Shs. 46,000 2,300 43,700

2 bedroomed K.Shs. 41,000 2,075 39,425

The monthly instalments under the Tenant Purchase

Agreement were

Type 10 year term 15 year term 20 year term

3 bedroomed K.Shs. 553 K.Shs. 439 K.Shs. 383

w

2 bedroomed K.Shs. 396 K.Shs. 348



In addition to this the administration fee to
the City Council was as follows: 10 year term - K.Shs. 49
per month; 15 year term - K.Shs. 39 per month and 20
year term - K.Shs. 34 per month. Other costs to the
allottee were estimated at K.Shs. 355 for the legal fee
for preparation and recording of documents,, stamp duties
and fire and casualty insurance (per month)-

The terms for getting these Ioaés were as follows:
@ The applicants had to satisfy the Council that

their annual income is sufficient to meet all

the consequential expenses.

® Each application from an employed person had to
be accompanied by a letter from the employer
stating position held, length of service, annual
income and that he is prepared to deduct monthly
repayments from the salary and transmit them to

the City Council.

© Self-employed people will be required to furnish
accounts, i1ncome tax returns or such other evidence

as may be considered necessary.

@ This 1s a tenant purchase scheme and i1s iIntended

®
solely for owner occupation.
The second project in Nairobi was the Umoja scheme
which was to be iIn a number of phases stretching over a

Period of years. The scheme was to be on a tenant
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purchase basis. The loan document provided for a
U.S. 1710 million loan to Nairobi City Council for 25
years at a composite interest rate of 10% to the
ultimate tenant purchasers. The interest rate to
the City Council was at 9.2e per year. A total of
2,924 housing units were to be built. The target
income group were people earning K.Shs. 1,146;
K.Shs. 1,346; and K.Shs. 1,394 per i?%nﬂﬁ. (10)

Some of the problems facing this project are
the fact that although the objective of these projects
iIs owner occupation more than hall are rented. Another
dilemma i1s that of reducing cost to a point where the
units become affordable to the target income group.

In conclusion the USAID"s projects have served
the middle income groups. The low iIncome groups are
excluded. For example, the people earning below
K.Shs. 1,100 have not been catered tor and this 1is
where the bulk of the population is. The terms given
exclude these low-income groups. Although these pro-
jects have significantly increased the housing stock
in Nairobi they have mainly concentrated on middle iIn-
come groups especially iIn the present projects in Nairobi.

This chapter has looked at five public housing
finance agencies. These have been looked at in terms
of their objectives and activities since Independence to
assess their contribution to housing in general and
specifically to low-income housing. Although they have

contributed significantly to the provision of housing
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for Nairobi residents they have mainly concentrated on
middle and high income groups. Although some like the
Dandora project were meant for the low-income groups
the accompanying terms and regulations tend to be biased
towards low-income groups. For example, the amount ol
loan given is not enough to build two permanent rooms
to the required standards. This means that unless one
has got other sources of i1ncome the™rwill not be able
to afford to construct these rooms. Hence if they get
the room they end up losing it because they can neither
develop i1t nor manage to pay for the loan. The other
housing units constructed by the public agencies are
either too few or too expensive and thus not accessible

to a majority of the needy urban population.



Plate 7

An example of site and services provided for
low-1ncome housing with self-help construction

on the site - Dandora. (Financed by The World
Bank.)

Plate 8

A house provided for high-income groups (mort-
&age scheme). Ngei Estate Phase |I.



Plate 9

An example of civil servants' mortgage scheme -
Old Racecourse.

Plate 10

The Government®"s attempt iIn providing housing
lor the low-1ncome groups through the site and
services scheme strategy - Dandora Scheme.
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Plate 11

An example of a completed housing unit financed
by USAID - Umoja Estate.

ANAT: fitfes/
Plate 12 OF W

URIRAJfty

An example of a partly financed and constructed
housing unit by USAID to be extended by the
Purchaser.
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CHAPTER «k

PRIVATE HOUSING FINANCE AGENCIES
INTRODUCTION

After having discussed the public housing finance
agencies iIn the last chapter, this chapter discusses the
private housing finance agencies. Private housing finance
agencies have played a very significgnt part in the pro-
vision of housing for the Nairobi residents since Indep-
endence. They have mainly concentrated on housing for
medium and high income groups. However some (e.g- housing
cooperatives) have been involved in low income housing.
Private housing finance agencies are of different types.
A brief description of these agencies will be given after
which three selected finance agencies will be analysed
in detail. These include the Housing Finance Company of
Kenya, (HFCK), East African Building Society (EABS), and
Housing Cooperatives.

Private housing finance lending iInstitutions some

D

of which have existed tor a long time consist of

@ Building societies and similar organisations.
These include the Housing Finance Company of
Kenya (HFCK), East African Building Society
(EABS), Saving and Loan Limited (S&L), and the
recently developed pioneer Building Society
(PBS). The Housing Finance Company of Kenya

Limited is jointly owned by the Kenya Govern-
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ment and the Commonwealth Development Corpor-

ation (CDC). The Savings and Loan (Kenya) Limited
iIs owned by the Kenya Commercial Bank ~KCB) as a
separate Company. The Last African Building Society

iIs privately owned by a group of private developers.

Commercial Banks

These lend money tor purchasesand construction ot

houses when liquidity 1is hiQLILending policies vary
from one bank to another but the terms are normally
less favourable than those obtainable from building
societies, with the repayment period rarely exceed-

ing ten years. Kenya Commercial Bank has recently

launched a special loan scheme for farmers housing.

Another bank which has recently registered a
finance company iIn order to offer mortgage loans
to i1ts clients who are all cooperative societies

mainly iIn the agricultural sector is the Cooperative

Bank of Kenya.
Insurance Companies

These have contributed to housing development
financing by financing large scale estate develop-
ment tor the middle and high income market and also

by giving loans to their clients for house purchase.

Private Institutions and Individuals

These are private iInstitutions and individuals who
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manage to raise money either through their own
savings or relatives and friends; for purchasing
or building a house. The sources usually lower
the differences between the total cost and what
the household can raise in the market by way of

mortgage.

9

() Cooperative Savings Associations and Groups.
i

These play an important role in providing finance
for housing.

The above mentioned finance iInstitutions are
briefly some of the private finance agencies.
Following i1s a detailed analysis ot three of

these agencies.
HOUSING FINANCE COMPANY OF KENYA

Housing Finance Company of Kenya (HFCK) was
founded iIn 1965 through an agreement between the Govern-
ment of Kenya and the Commonwealth Development Corpor-
ation (CDC) (formally the Colonial Development Corporation)
of Great Britain. From the policy point of view its
formation was an attempt by the Government of Kenya to
encourage private sector involvement in housing which
had been greatly shaken by the political disturbances
just before and after Independence. To date it gets its
funds from the shareholders who are the Commonwealth
Development Corporation and the Government of Kenya in
the form of equity and loans, and also from public

denosits



The main objectives oi the HFCK are as follows:
@ Make loans available for home ownership;
() Indirectly encourage lending in Kenya;
© Create a housing savings scheme.

The ultimate objective is to improve shelter
conditions of the people and continuously assist in
increasing the country’s housing stock. In principle
the tasks, therefore, are to provide finance, assist-
ance iIn project preparation, guidance as well as manage-
ment expertise needed to develop housing units with the
overall effort directed towards individual homeownership.

The HFCK loans are given iIn three ways these are:
(@)) Loan for purchasing existing houses.
() Loans for persons with registered plots.

(©)) Loans for people wishing to buy medium and high
cost houses built by the National Housing Corporation.
The HFCK i1n this case provides long term financing

of such houses.

The overall programme of the HFCK i1s designed to
serve the stable middle and upper income groups, as well
as serving individuals who take the initiative to build
or purchase their own houses. The HFCK also works in con-
junction with the public agencies and private developers

to provide mortgage financing for whole estates Ce.g. Buru



Buru). In addition to this the HFCK has also provided
mortgage TfTacilities to the civil servants for the pur-
chase ot houses built by the Ministry of Works.

The loan conditions of the HFCK are as follows:
- payment of deposit at the time of making an application

for a loan;
if

approved plans and specifications together with building

contract to be deposited with the company.

- construction must be supervised by an architect;

- stage payment on certification by the architect as

well as the company valuer;

- inspection by the company ot excavations and steel

works;

- 1nsurance of the building being constructed;

- concessionary rates of interest to owner occupiers;

- payment of legal fees, stamp duty and registration

tees by the borrower;

- prior approval by the HFCK of any leasing or renting

of the premises;

~ prior approval by the HFCK ot a second charge;

- 1nsurance of the property and the life of the

borrowers;



redemption of the loan on the expiring of three months

written notice;

the valuation of the property by the company valuer

whose report is confidential to the HFCK;

irrevocable authority to the borrower"s employer

to deduct the instalments from salary;
'S
preference to Kenya citizens;

must be employed or self-employed. IT he 1s employed
the HFCK requires a letter from the employer giving
details about his/her employment. e.g. salary, house
allowances, commission. The maximum loan to an employ-
ed person is normally three times his annual iIncome
which 1s the basic salary plus house allowance or if

married the joint basic incomes plus allowance;

if self-employed the HFCK requires audited accounts
of his/her business for the past two years or income
tax assessment for the same period. In this case L\

times the annual income is required;

normally lend 907, of the HFCK valuation or purchase
price whichever is lower subject to a maximum loan of
K.Shs. 40U,000 provided the allottee meets the income

requirement;

initial deposit is normally 10% for new buildings or

20% for existing ones;

the rate of iInterest is 1U%% per annum to owner
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occupier and 12/0 per annum where the property is to

be let; and

- the repayment period is 10, 15 or 20 years depending
on the age of the customer and the condition of the

property being offered as security loan.

The HFCK has financed the purchase and construction
of over 10,000 housing units since Independence. The
main problems faced by the company is mobilisation of funds
which has been made more difficult by the stiff competition
from other finance iInstitutions offering higher rates of
interest. Otherwise the company has experienced contin-
ued success and progress since It was formed in 1965.

Although the minimum loan is K.Shs. 22,500 no
houses costing this amount have been given loans.
The minimum loan given has been for housing units costing
K.Shs. 90,000. However this is not a common practice
because most of the housing units cost much more than
this amount. From the condition for getting loans and
the fact that no housing loans have been below K.Shs. 90,00C
one clearly sees that the low-income groups (earning be-
tween K.Shs. 800 and K.Shs. 1,200 per month) do not
qualify. This is also clearly shown iIn the objectives
because the company intends to serve stable middle and
high income groups. However unlike the other private
housing finance agencies 5070 of the HFCK funds are from

the government. This i1s of great Importance because these
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are public funds and should be used to benefit the
majority of the needy population which are not included
due to the terms and conditions and the large amounts
of money involved. However, the HFCK is presently con-
sidering ways and means to finance low-income hous-

ing .
THE EAST AFRICAN BUILDING SOCIETY (EABS)
I

The EABS 1is one of the few institutions registered
under the Building Society Act. It was started by a
private group ot people (mainly Indians) with a small
office iIn Biashara Street in Nairobi in 1959. It used
to collect small deposits and 1t grew from that.

Although experiencing difficulties at its earlier
stages it has grown significantly since 1965 and remailns
one of the major financial institutions involved iIn hous-
ing that is wholly privately owned and operated.

The society to date gets its funds by accepting
deposits from individuals, companies, institutions, local
government and central government. These deposits are
advanced to the prospective borrowers on housing only.
There are three kinds ot deposits. These are the savings
account which gets 6/ per annum interest; investment
share account which gets 80 per annum; and fixed deposit
account which has 9%/ per annum interest. The fixed
account is unique iIn that one cannot withdraw the money

but on a fixed term ot not less than one year or more.
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ing.
THE EAST AFRICAN BUILDING SOCIETY (EABS)
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under the Building Society Act. It was started by a
private group ot people (mainly Indians) with a small
office iIn Biashara Street iIn Nairobi in 1959. It used
to collect small deposits and It grew from that.
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stages i1t has grown significantly since 1965 and remains
one of the major financial institutions involved In hous-
ing that is wholly privately owned and operated.

The society to date gets i1ts funds by accepting
deposits from individuals, companies, institutions, local
government and central government. These deposits are
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but on a fixed term ot not less than one year or more.



The use of society"s funds i1s governed by the fact that

advance to borrowers is only on residential areas. They

are not allowed to develop estates.

@
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The terms of giving loans are:

housing units should have a title deed which

will be deposited with the society; *

\

the amount ot loan varies from 5070 - 70% of the
value ot the house depending on the area where the
building is situated. (For example, for Eastlands
a borrower gets 5070 and iIn Muthaiga the borrower
gets /070. This 1is mainly because ot the security
of the area. IT the borrower is not able to pay
back the loan i1t would be easier to sell the prop-

erty in Muthaiga than in Eastlands.)

consequently the downpayment is 3070 and 5070 accord-

ing to the area;

interest rate is 12/ for owner occupier and i370

for the rented houses.

the repayment period is between 5, 10, 15 years
depending on the age. (For example, if the borr-
ower iIs sixty years the time period allowed for
borrowing is five years and If 5 years it 1is

twenty years. This 1is paid in monthly instalments)

must have an income that will meet the above

demands.
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((s)) property is valued by the society®s valuer and

loan given on that basis; and

((®) payment of the deposit (3070, 4070 or 507® at the

time of making the application.

The i1ncome groups served are those earning between
K.Shs. 8,U00 and K.Shs. 12,(J00 per month..4 The people in
this category comprise 9070 of the borrowefg. Since 1its
formation iIn 1959 the society has financed 2,652 housing
units. It has raised K.Shs. 40u million and has advanced
K.Shs. 300 million as loans.

"The main problem facing the society is the lack of
finances 1In spite of the iIncreasing number of applicants.
This 1s because the money has to be raised from deposits.
The society is trying to overcome the above problem by
advertisement so that more people can start a savings
account with the society.

Since the society is privately owned the terms are
more strict and they exclude a majority of the people
even themiddle income groups. However recently the society

is looking for ways of serving these low income groups.
HOUSING COOPERATIVES

Housing cooperatives have been defined as "any form
°f organisation and action in which groups of people small
or large, undertake cooperatively to obtain housing to be

1 ©)
owned by those who occupy it.” The cooperative dev-
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otes itself to providing loans for its members; of
necessity they also perform some functions of builders,
purchase of land, design of building and financing.

The new dwellings are then turned over by the housing
cooperative to their member at agreed rents.

The cooperative movement in Kenya is widespread
but the development of housing cooperatives has not
kept pace with the other types of cooperatives. Of
the existing housing cooperatives most of them are iIn
Nairobi. Housing Cooperatives in Kenya fall into two
groups/ one group consists of approximately 25 newer
societies organised by groups to build low-cost houses.
The other group consists of religiously based cooperat-
Ives registered by Muslim (Ismalia) communities in Nairob
and Mombasa. Some of these were formed as early as
194b. After acquiring housing for their members these
Muslim societies exist purely for maintenance of the
structures on behalf of the members, who now have iIndiv-
idual ownership after mortgage loans have been paid off.
This group generally has been very successful. The organ
isation was as follows:

An average of 1UO members iIn each society bought
shares of K.Shs. 500 in the society and on this basis
they were able to raise additional capital from religious
foundations, such as the Ismalia Jubilee Trust Fund and
from Insurance Companies at market rates. The members
°f the community usually carried out the construction

°f houses as well as flats. After the repayment the
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house or the tlat became the property of the members
and the members were free to sell it, rent it, or stay
in 1t.

These societies have not faced any serious prob-
lems because of their strong common bond and as a result
they have not asked for or needed supporting servioes
from the Government. :

The second large group of more recently registered
housing cooperatives has not been very successful. In
1978 25 societies In this group had been registered but
only five had been able to acquire land and actually build
houses for"their members. The Tfive are the Gikomba
Building Cooperative Society; the Huruma Housing Society;
and the Thika Housing and Development Society, which is
outside Nairobi. 4 The remaining were facing a variety
of problems related to acquiring land, long term financing
and lack of technical expertise.

One of these societies bought an undeveloped plot
and 1s looking for long-term finance. Four have bought
commercial buildings iIn order to raise capital for housing
construction and three others are dormant. One other
society was formed for the purpose of iImproving sub-
standard houses built iIn Kangemi on freehold plots and
another society was formed by middle and high income
individuals provided they put down a sizeable amount of
K.Shs. 25,U00 of share capital. The shareholders would

eventually be allocated houses In a new estate near Nairobi.

This society has not been able to obtain any long-term
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finance. The remaining societies have just registered
themselves but they are not as yet operational.

Below i1s a brief description of two of the active
housing cooperative societies. These are the Huruma
Housing Cooperative Society and Gikomba Building Cooper-

ative Society.

(@  ,Huruma Housing Cooperative Society /

«

This society was formed by very poor people who
had been evicted from their previous residence

In a squatter area in Nairobi. The society was
supported by the National Christian Council of
Kenya (NCCK) which provided interest free loans
of K.Shs. 750 per member plus technical support.
They built cheaper structures costing K.Shs. 10,U00
consisting of two rooms, on serviced sites, of
which one room could be sublet. The NCCK exper-
ienced problems with the City Council Authorities
who had their own fixed building standards which

seemed too high and expensive.
() 1Gikomba Building Cooperative Society

This society was started in 1903 by a group of ten

people, who had been living as illegal squatters

in the Gikomba area of Nairobi. The purpose of the
society was and still is the provision of low cost

housing for members now living at Kariobangi after

eviction from Gikomba. The society was registered
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in 1965 and membership had increased to 50
members by July 1965. The cooperative approached
the former Central Housing Board for a loan but
had to wait for a long time to get a loan from
the National Housing Corporation, which finally
approved the loan which was channelled through

$
the City Council to obtain the Council®s guaranty.

:
The loan of K.Shs. 200,000 was finally given on
the additional security of three houses already
built by the society"s own resources. In 1973
the same society obtained yet another loan of
K.Shs. 20a,000 from the NHC on the same term
(ten years at 70) in order to complete 43 units
in total. Rooms in individually owned houses

are rented to non-members and only a few of the

members actually live iIn their houses.

This has been a very profitable business tor
the members but continuous squabbles within the
committee have resulted In accounts and records

being In a total disorder.

Thus although the recently formed housing cooperat-
Ives societies have not been successful they have a great
potential for providing housing for the low-iIncome groups.
They have faced very significant problems which unless
dealt with will put the success of the cooperative societies
at stake. There are mainly three problems and these are

as Tollows:
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Lack of access to long-term finance: Apart
from the Gikomba Housing Society none of the
other societies of recent registration have had

access to regular public funds for construction;

Lack of serviced land and leasehold terms: This
becomes a problem where the society has not been
allocated enough land and or any land at all in
suitable places. If they have to §urchase priv-
ately owned land as some of them have, they would
have problems raising finance for construction

of houses. Serviced land on a leasehold basis is
the i1deal arrangement for low-income housing. Site

and service schemes would therefore be suitable

for housing cooperative societies; and

Lack of technical, managerial and administrative
expertise: The most serious problem for the exist-
ing housing cooperatives has been the lack of
supporting services to make up for their short-
comings. These include the design of limits or
projects, the problem of i1dentifying and securing
land for the projects, the ability to keep proper*
accounts and enforce regulations set by the society
Frustrations and internal strife has resulted in
the i1mage of cooperatives being destroyed to a
point whereby the local authorities, financial
institutions and the public at large have become
apprehensive about getting involved with such

®

societies.”



106

Another problem is that although mentioned 1in
the Development Plan housing cooperative societies have
never been seen as making a major contribution to the
overall urban development and housing policies in Kenya.
As a result specific and massive programmes to use this
channel for generating and mobilising housing®™ resources
have not been launched on any scale as cpmpared to that
of the agricultural sector.

Inspite of being a major source of finance It can
clearly be seen that these housing cooperatives societies
have not received attention. Although the move towards
getting the cooperative bank involved is significant
more needs to be done to stimulate housing finance sector
especially for the low-income families. When properly
managed they could provide housing units to a number of
people who otherwise would not be able to get any hous-

ing.



Plate 13

Nairobi City Council®s high rise flats -
Kariobangi . South.

Plate 14

HFCK"s efforts in providing housing for the
middle-income groups - Buru Buru Estate.



Plate 15

An example of a recent HFCK Development
Buru Buru Estate.

/

An example of one of the oldest mortgage houses
financed by HFCK.
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CHAPTER 5
ANALYSIS AND EVALUATION

This chapter presents the findings of the research.
It mainly focuses on the limiations of the housing policy
since Independence. The performance of “the policy Iis
discussed iIn terms of the achievement of the policy
objectives. Following this is the appraisal of the
limitation of both public and private housing finance
agencies. The conditions that have made it hard if not
impossible for the low-income groups to have access to
funds for housing will also be discussed. Finally the
housing provided will be reviewed iIn relation to the
wage employment of various income groups in 1974 and
1979 1n Nairobi. This is aimed at showing the part
these fTinance institutions have played iIn provision
of finance for housing with special reference to their

role in low-income housing.

5:1 LIMITATIONS OF PUBLIC HOUSING POLICY

Policy guidelines stipulated in the different
development plans have had different types of achieve-
ments and shortcomings. The housing policy statement
have significantly guided housing development in Kenya
and indeed in Nairobi. Since Independence it has prov-
ided a housing development framework that did not exist
before Independence. However there has been a lot of

limitations that have affected housing development in
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Nairobi . The limitations are as fTollows:

@

Unrealistic and vague policies

Although the objectives set iIn the policy have
guided development of housing most of them have
been unrealistic as a result of which they have
not been Implemented. Most of the po[icies have
been vague as a result of which 1t has been diff-
icult to measure the level of achievement because
it i1s not clear. For example, 1nspite of the
recognised need of housing between 1964-70, the
development plan never set any priorities as far
as housing was concerned but left 1t mainly to
the private sector to develop housing. Although
It was recognised that there was a very acute
shortage of low-income housing nothing was laid
down iIn the policy to deal with this problem at
that time. Most of the people were not housed
and the people solved their problem by providing
themselves with their own housing, which was not
according to the given standards. In the latter
years site and service schemes policy was adopted.
The site and service strategy was seen as a
strategy for solving the low-income housing. Again
the policy does not explain fully how much a
structure would cost and how the low-income groups

will raise this money. Although it stated that
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they will do it through self-help the details

of how this will be organised and become effect-
ive are not given. The K.Shs. 6,400 loan is not
enough to build these two rooms that are required.
A study on the cost of the materials should have
been done to make a realistic policy yhich will -
afford to build these structures. A long with
this goes the fact that most of {ﬂe people iIn the
target income group (K.Shs. 300 - K.Shs. 1,200)
have not necessarily been served by these schemes.
It 1s argued that these structures have proved

to be very expensive and the allottees have ended
up selling them to those who could afford to buy
them. Hence the policy is not specific enough and
most of the details are left out.. This iIs a very
serious problem because most of the policies will

tend to remain unimplemented as has been the case.
Disparity between planning and Implementation

Hand in hand with the problem of unrealistic and
vague policies goes a significant disparity between
the actual housing output in relation to the
housing need. For example, by 1970 there was a
shortfall of 7,300 housing units per year. Between
1970-74 the output was 25,000 units as compared .t
the planned output of 50,000 housing units (the

estimated urban housing need being 10,000 units
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per year over the five years). This output was
not only lower than planned but i1t was not within

the reach ot the urban poor.

Between 1974-78 the output was even worse because
the actual output was 9,000 units (out of which
3.000 were service plots) as compared to the Est-
imated housing need of 110,000 units plus-over
50.000 units to meet the shortfall during 1970-74.
This 1s a total ot 160,000 units. Due to the
disparity between the actual output and the housing
need the housing shortage continues to be more

and more acute. This can clearly be seen iIn the
estimated housing need between 1979-83 development
period. The total national housing requirement

iIs estimated at some 290,000 housing units in the
urban areas plus the current shortfall of 140,000
units which makes a total ot 430,000 units required
by 1983. It is evident that the shortfall has
significantly iIncreased for example iIn 1974 the
shortfall was 50,000 housing units as compared to
the 140,000 housing units in 1979 which has increased

about three times.

Unrealistic housing standards

The third limitation of the policy is that it has
set unrealistic high standards that a majority ot

the urban low-income groups cannot afford. The
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minimum standard of housing set iIn 1974 (two
roomed house with toilet shower and a kitchen)

IS too expensive. This 1s to be built with
permanent materials and as proved by the increased
substandard housing. Most of the people could

not afford to meet the minimum standard. These
standards have even discouraged—sgae agencies from
providing finance for cheapeﬂfhousing- An example
of this is the Nairobi City Council which had
constructed many cheap structures before Independ-
ence (e.g. Jericho, Jerusalem, etc.) but the Council
has not constructed any cheap structures since
Independence because the standards are too high.
To solve the problem of the low-income group the
City Council has instead resulted in implementing
the site and service schemes, which leave most of
the responsibility to the allottee. Although the
site and service schemes have helped increase the
housing stock for Nairobi they have not served a
majority of the target income group.

Lack of specified policy on the finances for the
low-income housing

The finances allocated to low-income housing are
In most cases not specified. The plan mainly states
the housing need but does not show Its commitment
to low-income housing by devoting finances to meet
this need. This is evident in the implementation

of housing schemes. For example, inspite of
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stating that most of the NHC finances will be
devoted to low-income housing, the Corporation
spends more than &J/0 ot i1ts finances for medium
and high i1ncome housing. Thus low-income hous-
ing is not given First priority although the
majority of the population belongs to this in-
come group. It can only be givenifirst priority
by setting aside funds for implementation of low-
income housing and making sure this i1s done. This
has not been the case as a result of which public

funds have gone to more preferable housing projects.

In conclusion there are four basic limitations and
these are unrealistic and vague policies, disparity bet-
ween planning policy and implementation, unrealistic hou-
sing standard and lack ot specified policy on the use of
finances for low-income housing. This has affected
provision of housing as manifested by the acute housing
shortage in Nairobi and especially among the low-income
groups. These policies have also affected the involve-
ment of other agencies iIn providing finance for _low-
income housing. If the role of finance iInstitutions was
specific and their involvement stipulated they would be

more involved in low income housing than they are now.
limitations of the housing finance agencies

This section focuses mainly on the housing finance
Agencies in relation to low-income (K.Shs. 300 - K.Shs.

1>200) households, who on account of their limited income



Agency Type of Scheme Amount of Interest
Loan % Rates %

H.F.C.K. Mortgage 75 ~ 90% 10 - 12%

E.A.B.S. Mortgage 50 - 70% 12 - 13%

N.H.C Mortgage

N.H.C Tenant purchase 90? 8?

N.C.C. Tenant purchase 90? 8i?

World Bank

Financial Site and service

Projects

USAID

Financial Mortgage 5 - 70% 8*%

Projects

* After construction handed over to H.F.C.K.

NOTE Besides the above the borrower can only get 2* their

require stable

income then pays a very major part

income.

(in determining who

yearly

Down-
Payment

10%

30 - 5?

10%

10%

10%

is to be given the

income.

Repayment Period

10,

5,

20

20

20

20

15 or 20 years

10, 15 or 20 years

- 0 years

- 0 years

- 25 years

- 25 years

so the terms are the same as those of H.F.C.K.

The agencies

The borrower should be able to pay 25% of their monthly

income. The

loan.)
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and assets are currently ineligible for existing housing
finance based on conventional loan terms. (See a summary
of the terms ot all the finance agencies Table 5:1). The
terms analysed below mainly apply to the tenant purchase
and the mortga-ge schemes. The rental schemes are mainly
influenced by the cost of the building because this det-
ermines the amount one can be able to ask fpr rent. The
availability of housing also influences the amount of
rent. In the Nairobi case the rents are usually very
high mainly because of the housing shortage.

The terms and conditions of access to housing fin-
ance have made it very hard for the lower income groups
to get access to housing finance. In many ways these terms
have been biased towards the low-income groups. Following
Is a brief discussion of some of these limitations of thes”™ |
agencies.

A major constraint ot these agencies vis-a-vis lower
income borrowers 1is the restrictive nature ot their criter”l
and terms for granting loans. In addition these policies
are applied in a conservative manner since these instit-
utions must safeguard the capital entrusted to them.
Although this might effectively protect iInstitutions and
their depositors from risk and loss, i1t also prevents lend- |
ing institutions from modifying their criteria to fit the
paying capacity of lower-income households.

These agencies require that one or more of thet
following conditions be met, a specified minimum level of

income, assurance of economic stability and reliability
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as indicated by steady employment or regular savings
and/or the provision of adequate collateral. The idea

of dependable employment excludes even moderate iIncome
households who otherwise meet the iIncome requirements.
This 1is true where one 1is self-employed and their accounts
have not been audited. Where the accounts are not av-
ailable the applicant is required to shomﬂregular savings
and/or the provision of adequate collaté}al where col-
lateral i1s to be provided the borrower is required to
provide satisfactory collateral for the loan.

These stiff eligibility criteria employed by the
finance institutions are In keeping with the needs and
)Jriorities of these iInstitutions. Most of these agencies
are not at all iIn the business of serving the poor, nor
are they free to i1ncur the additional risks and admin-
istrative costs of serving numerous small loans for low-
income groups.

Another limitation is that of the restrictive loan
terms. The terms on which loans tor housing are offered
by private and many government schemes generally include

the fTollowing:

@ The specification of a minimum or maximum size
of a mortgage or home 1mprovement or construction
loan. For the low-income groups the minimum size
of loan may be higher than the maximum size the
borrower wishes to take. For example, the minimum

loan for HFCK 1is K.Shs. 24,U00. It means that



this should be 2% times of the borrower®"s annual
income. The borrower should then be earning about
K.Shs. dO0O. This might not be necessarily what

the borrower needs or can afford to repay back.
This also means that the HFCK has got nothing to

do with people earning less than K-Shg: doo. In
spite ol this being iIn principle the practice is
different and the minimum loan giben so far by

HFCK 1s K.Shs. y0,U00 which is more than three
times the stipulated minimum.- The main reason why
institutions set minimum size of loans 1Is given

the rate of return they require, they find it
unprofitable to administer smaller loans especially
over any extended period of time. This is in keep-
ing with their objective of making profit. The
second reason iIs that the minimum price of housing
loan is partially determined by the minimum price
of housing iIn the particular market context. The
combined price of land and a completed dwelling,

iIs very high relative to the financial capacity ot
low-income households that they are effectively
placed out of the market. This has been the trend
all along as a result of which most of the dwellings

are not within reach for most people.

One of the terms for a loan iIs a downpayment set
at a particular percentage of the price of the

dwelling. The downpayment ranges from 1070 (e.g.
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H.F.C.K. and some housing cooperatives) to

07, (e.g-EABS). The percentage 1is iIn relation

to the cost of the building either at construction

or market rate. There exists a bias towards low-
income areas especially for EABS where the per-
centage 1s higher in low income areas. For example,
in Eastlands the downpayment is 50% Wh;Zh is Muthaiga
it goes as low as A7,. The downpayﬁent is also
influenced by the fact that the valuation of the
property is done by the agencies valuer and the
borrower is given loan on the basis ot this val-
uation. For example, 1f a building is being sold

at K.Shs. 400,00u and the finance institution

values the building at K.Shs. 350,U00 the borrower
only gets 907, of K.Shs. 350,00U (i.e. K.Shs. 315,000).
The borrower has to pay 1070 (K.Shs. 35,000) down-
payment and then meet the K.Shs. 50,000 difference.
This means that the borrower will have to have

K.Shs. 85,U00 (downpayment plus the remaining

balance for the housing unit). This eliminates

not only the low-income groups who cannot for example
be able to raise K.Shs. 35,U00 required plus

K.Shs. 50,000 difference. In Nairobi the down-
payment required is generally beyond the paying
capacity of low-income applicants who may other-
wise qualify for a loan. Even when the downpayment
on a mortgage is set as low as 107, (e.g. HFCK) ,

it may still be substantially beyond the capacity
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of most low-income groups.

The third condition is the maturity of the loan.
The maturity of the loan is usually calculated on
the basis of the total cost of loan management

and collection and the risks ol default at various
lengths of amortisation. For a gi/ven rate of
interest, the net profit to beimade on a housing
loan rises with the length of maturity sufficiently
to offset the relatively higher risk of long-term
loan. These aspects make the cost of the building
to increase and makes 1t harder for the low-income
groups to afford. Most of the maturities are be-

tween 10 - 15 years which makes the repayment”™ery

high-

The fTourth condition iIs the rate of iInterest and
the manner iIn which it is recovered i.e. either
simple or compound and whether annual, quarterly
and monthly. This has mainly been annually and
iIs between 8/c - 137c per annum in both public and
private agencies. The prevailing interest rate
usually includes a component to cover the direct
cost of administering the loan and a portion of
overhead costs involved. These interest rates
are usually very high and are even sometimes more
than the loan itself. This then makes the amount
required very high and puts a burden on the monthly

repayment. Again the most disadvantaged are the
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low-income groups who cannot aftord the repay-

ments under such terms.

() Une of the other terms tor a loan is individual
amortisation payments. This includes the
question of whether the payments are each to be
ot the same amount, or are to start small and
then gradually iIncrease or to rai8e it and then
decrease. The size and regular schedules of
amortisation payment are burdensome to the low
income groups who cannot aftord the specified
amounts needed. Only when very small loans at
low rates otinterest are envisage iIn the size
ot the individual payment accessible to low
income groups. The terms of repayment usually
not only require that the payment be iIn time,
but that each instalment be of the same amounts
and paid in full. Again not many can afford to

do this.

These aspects, among others, make it hard if not
impossible for low-income groups to be given any attentign
especially by the established private and some public
agencies. The government and other public agencies who
should serve this low-income group end up serving mostly
high income groups. Although the policy states that
government will concentrate on these groups, the practice
is different and the ultimate outcome is people providing

themselves with whatever housing they can afford.



_nS,*_

Another source of finance for housing which is

- 12U -

not fully discussed are the housing cooperative societ-
ies. The only ones successful In Kenya have been the
religious ones which have mainly served the middle and
lower middle i1ncome groups. The others due to a lot
of problems have not been able to do a lot and#most of
them are just registered but have not done anything.
The main problems have generally been adm%nistrative,
technical and managerial. Properly organised the hous-
ing cooperatives have a great potential In provision
of housing finance tor low-income groups.

The limitations of the housing finance agencies

could be summarised as follows:

(@) High eligibility criteria - this requires an
""adequate'™ 1i1ncome at specified minimum which
is usually higher than that of the low-income
groups. Other requirements are regular savings
at a specified minimum rate, regular employ-
ment and place of residence and collateral in the

form of conventional marketable assets.

() Restrictive loan terms - these terms require a
minimum loan size that is large and the loans are
usually for completed dwellings. This might not
necessarily be the needs for lower-income groups
who may require small loans for gradual purchase

and improvement of the dwellings. The loan terms

university of
Nairobi
IJBRARYy
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require high downpayments and ratios ot down-

payments to total house price.

The terms also

require a total cost of housing finance that

frequently amount to a burden equivalent to

20yo - 2570 of the income.

This percentage 1is

usually too high for the low iIncome. #

These terms have led

consequences.

into some constraints and

Following is a summary of these con-

strains and their consequences for low-income groups.

Constraints
Minimum income eligibility

criteria.

High levels of rent or

monthly payments

Requirement of a regular

saving pattern and account

Requirement of relatively

stable income

Consequences

Excludes those iIn most
need, transfers benefits
to upper and middle income

groups.

Excludes those in most
need because they cannot

afford.

Those lacking ability to
make initial deposits are
excluded although they com-
prise the majority of the

population in Nairobi.

Irregular earners are
excluded because they can-

not meet the requirements
(See Table 5:1)
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groups.
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Those lacking ability to
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prise the majority of the

population in Nairobi.

Irregular earners are
excluded because they can-

not meet the requirements
(See Table 5:1)



Constraints Consequences

Requirement ot regular since inflexible they have

monthly payments no provisions for emergenc-
les.

Other constraints and consequences ghich affect
mainly the housing cooperatives include isolated efforts
by the housing cooperatives which has led to failure of
many housing cooperatives and has made these cooperatives
have a little impact on housing condition. Also the self-
help contributions are not always supported by outside
fund sources due to competing priorities in favour of
higher income housing. This leads to insufficient use
of local resources which are not able to meet the hous-
ing need for the low-income groups. Finally it is evident
that i1nvestors i1n housing prefer more profitable alter-
natives which leads to shortages of housing investment
capital. This is shown by concentration of housing
finance agencies in middle and high income groups. For
example, about 7070 of the NHC funds are committed to high
and medium income housing. This shows their priority
areas inspite of the policy stating otherwise. Others
like HFCK, EABS, Saving, and Loan do not as yet provide
housing for low-income groups.

In conclusion these housing finance mechanisms
have clearly not enhanced the savings potential of lower-
income groups. The centrally administered and standard-

ised system inhibit the development of self-governing
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local organisations and thus not only fail to capitalise
on the renewable resources of self-help labour, but depend

instead on scarce capital resources.

HOUSING VERSUS INCOME GROUPS 1974 AND 1979

Having looked at the limitations of the policy and
those of the housing finance agencies in the last two
sections, this section analyses the housing that could
be afforded by different income groups in 1974 and 1979
in Nairobi. Although most of the people iIn Nairobi are
working in the informal sector information on their
income groups was not available. This section therefore

concentrates only on the wage employment by income groups

for Nairobi,. These are as follows:
Table 5:2 Income groups for Nairobi 1974
Income group No. of Percent cumulative
K.Shs. per people age percentage
month
Under K.Shs. 100 3,003 1.5 1.5
100 - 149 3,984 1.9 3.4
150 - 199 24,876 12 15.4 i
200 - 399 58,52b 28.4 43.8
400 - 599 38,526 18.7 62.3
600 - 799 18,851 9.1 71.6
800 - 999 12,375 6 77.6
1,000 - 1,499 15,621 7.6 85.2
1,500 - 1,999 10,217 5 90.2
2,000 - 2,999 9,781 4.8 95
3,000 and over 10,315 5 100 =
TOTAL 206,132 10070 -

Source: Central Bureau of Statistics.
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Table 5:3 Income Groups fTor Nairobi
Income group No. of Percent
K.Shs. per people age
month

Under 150 260 0.1
150 - 199 4,002 1.8
200 - 399 14,672 6.6
400 - 699 62,561 28.0
700 - 999 37,341 16.8
1,000 - 1,499 37,615 16.9
1,500 - 1,999 22,188 9.9
2,000 - 2,999 18,869 8.5
3,000 - 5,999 17,809 " 8
6,000 and over 7,531 3.4
TOTAL 223,048 100

Source: Central Bureau of Statistics.

the annual income and that one

of his monthly

cunmnulative
percentage
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Given that one can be given a loan of 2% times

IS supposed to pay 25%

income for housing the following table

shows the loan one could be given and the affordable

5:4 Rent and Loan availability based on

rent In 1974 and 1979.
Table
Income group No. of
K.Shs. per people
Month
Under 1UO0 3,003
10U - 149 3,984
150 - 199 2,486
200 - 399 58,526
400 - 599 38,526
600 - 799 18,851
800 - 999 12,373
1,000 - 1,499 13,621
1,500 - 1,999 10,217
2,U00 - 2,999 9,781
3,000 and over 10,315
TOTAL 206,132

Affordable
rent
25
25 - 37
37.5 - 49
50 - 99
100 - 149
150 - 199
200 - 249
230 - 374
375 - 499
500 - 749
750 +

Income 197

Available
loan
K.Shs.

3,000

4,470

5,970
11,970
17,970
23,970
29,970
44,970
39,970
89,970
90,000
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From Table 5:4 77.6% (160,139) of the people earn
less than K.Shs. 1,000 per month and 17.4% (25,838) earn
between K.Shs. 1,000 and K.Shs. 2,000 per month. If we
talk i1n terms of what one can afford then the finance
given for housing does not serve the majority of people
because the structures constructed since Independence
are too expensive. This amount of loan which could be
given according to peoples i1ncomes aré too low and the
profit making agencies would not find it profitable to
give such loans. For example, since Independence the
minimum loan given by HFCK was 90,000 which means that
according to these i1ncome groups 95% of the people did
not qualify for the loan because of theilr incomes.

Also looking at what NHC has done, it can be seen
that most of the structures built were too expensive for
the majority of the people. For example, between 1971-74
the average cost per unit was K.Shs. 42,820. If one paid
1070 downpayment the loan amount would have been K.Shs.
38,538. This means that 50% of the wage earners would
not qualify for this loan. The percentage of the popul-
ation who do not qualify would even be higher if the
figures for people working in the informal sector were
available since most of them earn less than K.Shs. 1,000
per month.

By 1979 the situation had not changed very much
(see Table 5:5).



12b

Table 5:5 Rent and Loan Availability based on income 1979
Income group No. of Affordable Available
K.Shs. per people rent loan

Month K.Shs.
Under 15U 260 37.5 4,500
150 - 199 4,002 37.5 - 49 5,970
200 - 399 14,672 150 - 99 11,970
400 - b99 62,361 100 - 174 20,970
700 - 999 37,541 175 - 249 29,970
1,000 - 1,499 37,615 250 374 44,970
1,500 - 1,999 22,188 3/5/- 999 59,970
2,000 - 2,9y9 18,869 500 - 749 39,970
3,0-0 - 5,999 17,809 750 - 1,499 179,970
b, 000 and over 7,531 1,50U + 180,000+
TOTAL 223,048

From Table 5:5 838.b7> could not have got any finances
from HFCK since the HFCK has not given any loans below
K.Shs. 90,U00. Again the majority of the wage earners
do not qualify for loans. The incomes of the majority
of the people working in the informal sector are very
low. These plus over 537e of the people earning less than
K.Shs. 1,000 comprise the majority of urban population.

From this analysis it iIs evident that the agencies
do not serve majority of the urban people. Realising that
this section excludes those iIn informal sector then the
problem is more acute because that is where the majority
of the i1ncome groups are. All in all the victims have
been those who cannot afford and since there is a great
shortage the agencies will still continue to build accord-
ing to the forces of demand and where they can get most

of the profit. As long as the acute shortage of houses
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in all income groups continues It is unlikely that
the private agencies will seriously serve the low-
income groups. Since the objective is to make profit
they will continue to concentrate on the middle and
high 1ncome groups as they have been doing since
Independence. It would therefore be unrealistic to
expect them to provide housing for this group. This
then leaves a great responsibility to™the public
agencies whose responsibility is toiprovide all the

city dwellers with housing.



CHAPTER 6
SUMMARY CONCLUSIONS AND RECOMMENDATIONS

SUMMARY

The study focused on the role played by eight
selected finance institutions in provision of housing.
Special reference was given to theirlrole in relation
to low-income housing. The housing finance agencies
were divided into public and private housing finance
agencies. The study analysed the past, present and
future activities of these eight finance iInstitutions.
These activities have been analysed iIn terms of their
achievements, and effectiveness in the provision of
housing for Nairobi residents and especially the low-
income groups. The development of housing depends on
the availability and accessibility of finance. The
finance has been provided by housing finance institutions
eight of which are analysed iIn this study. These hous-
ing finance institutions have established terms and con-
ditions for providing the finances. The terms and con-
ditions have been given special attention since the terms
determine accessibility of housing finance.

Both public and private housing finance iInstitut-
ions work with a given policy framework. Thus the policy
and the limitations have also been analysed to show the

part they have played to guide development of housing in



129

Kenya and specifically in Nairobi.
The analysis established that due to the large

sums of money involved iIn housing the lower-income
groups are not able to afford conventional housing with-
out accessibility to finance. The extent to which the
low-income groups get conventional housigg depends very
much on whether they have accessibility to finance. The
terms established by these housing finance institutions
are highly restrictive and hence exclude most of the low-
Income groups.

The policy on provision of housing finance for
low-income groups has been vague and this has resulted
In increased overcrowding and substandard housing. These
substandard housing have been peoples way of solving
their housing need. The policy has also been inconsist-
ent with implementation as a result of which the actual
output has been different from the estimated housing need
Since Independence housing output has fallen short of the
estimated need. The lack of clear cut policy on the use
of finances especially for low-income groups, has led to
finances being used for high iIncome groups. This is
especially so with the NHC which is supposed to implem-
ent the government"s policy. More than 6070 of the NHC
funds since Independence have been spent on middle and
high income housing. Also the standards laid down by
the policy are too high and the low-income groups cannot
afford building the required standard dwellings. The

study also established that the finance institutions
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have played and continue to play a very major role 1in
providing housing for Nairobi residents since Independ-
ence. This makes the operations of the finance agencies

very important in provision of housing.

CONCLUSION

After the analysis certain conclusions were
arrived at. These include the fact that Finance Instit-
utions play a very major role in provision of housing.
This was shown by their operations and activities since
Independence. Inspite of the significant role played
by the agencies, these agencies have remained very
institutionalised and not easily accessible to the urban
poor who comprise the majority of the Nairobi population.
Although the majority of the poor urban families cannot
pay immediately and completely for housing of their sav-
ings, they cannot do without housing. The terms laid down
by the conventional housing finance agencies for acquiring
finance for housing are not suitable for these low-income
groups. These terms are too high and the agencies have
ended up channelling their finances to middle and high
income groups. Most of the finances in public and private
agencies have been devoted to middle and high income group
Finally the rigidity of conventional finance institutions
has had a negative effect on the availability of funds

especially to the low-income groups.
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3 RECOMMENDAT IONS

where

@

In view of the problem stated above and else-

in the text the study recommended the following.

Policy Recommendations

It is recommended that there shou?d be a very
clear cut housing policy for®the low-income
groups. It was stated that housing policy is
vague and unrealistic. Inspite of stating the
required number of housing, Tfinances are not
usually available. This has led to housing
shortage which 1is very acute among the low-
income groups who do not usually get access to
finance for housing. The policy should clearly
state the programmes and finances for implement-
ation in relation to housing need. The number
and type of the structures should be specified
and the source of available finance and the
implementing agency. This is the only way that
implementation can be ensured. The policy In
the past has not given full responsibility for

implementing low-income- housing to any agency.

Although the NHC is the one supposed to implement
housing for low-income groups i1t is not specified
how many structures they should have completed by

a certain time and how much finance should be
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devoted. Where these aspects have been spec-
ified nobody has followed up the reasons why
the structures were not implemented. As a re-
sult of these vague policies both public and
private housing finance institutions have mainly
concentrated on higher income groups. IT the
housing finance agencies had a/specified number of
units to be completed byfa certain time they would
be able to take responsibility. Since it is the
responsibility of the public finance agencies to
provide housing for the low-income groups the ag-
encies should strictly concentrate on providing
housing for low-income housing. These agencies
should give priority to low-income housing by
committing their finances to low-income housing.
And the private sector should mainly be left to
provide housing for middle and high income housing

where they have concentrated their efforts to dat<

It 1s also recommended that before policies are
made on housing iIntensive research on expenditure
patterns and affordability capacity of the low-
income groups should be done. Research on the
current prices of building materials would also
help to make realistic policies which can be iIm-

plemented.
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Building by-laws

It 1s recommended that the building by-laws

be made flexible to respond to low-income
realities. The standards set are too high which 4
makes the structures too expensive for the low-
income groups. For example, thepresent stand-
ards require that the smallest unit should be

two roomed with a shower, k;tchen and toilet and
it should be of permanent materials. The majority
of the Nairobi population cannot afford to con-
struct a structure of this nature. Low-income
groups should be allowed to build one roomed
houses with shared facilities. These should be
several rooms with one corridor. This type of
housing would increase urban housing stock and
encourage other finance iInstitutions to particip-
ate iIn providing cheap dwellings. For example,
the Nairobi City Council has nol built these
cheap structures since Independence because the
required minimum standard was too expensive. It
allowed to build one roomed house with shared
facilities the Council would provide housing for
majority of the low-income people who would not
otherwise afford any housing unit. This would
contribute significantly to the provision of
housing for low-income groups since not everybody

will be accommodated in the site and service.
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In addition to this not everybody can afford
to construct a housing unit even i1f they were

given a serviced plot.

Along with these i1s the demand for use of
permanent materials in the construction of site
and service schemes or any convent;onal units.

It is recommended that these ;Eould be after a
given time. For example, after one gets the
serviced plot they should be allowed to use tem-
porary materials for the rest of construction
except for the foundation which should be built
on permanent materials. The walls and the roofs
should be improved and done with permanent mat-
erials after two years. Since subletting is
encouraged, especially iIn site and service schemes,
the allottees should have got enough funds to put
up permanent structures. This was successful in

the Kariobangi site and service schemes where people

were allowed to start with temporary materials.

It is recommended that the definition of perman-
ent materials should be revised. This would en-
courage use of different materials which are not
necessarily so expensive and yet they can last
for a very long time. An example of these are.
the solid stabilised blocks tested by the Housing

Research and Development Unit of the University
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of Nairobi. These blocks use very little cement
and soil which is not bought but can be acquired
locally. These blocks are very strong and could

be very useful In site and service schemes.

Housing Cooperatives

In recognition of the potential ,fole of well man-
aged housing cooperative societies, It IS recomm-
ended that the government should have a specified
housing policy in relation to housing cooperat-
ives. It also should get more involved in the
activities of housing cooperative societies as

In other types of cooperatives. The government
should provide the housing cooperatives with man-
power to deal with the technical administrative
and the managerial aspects of the housing cooper-
atives so as to effectively deal with the already
existing problems. The government should also
provide Ioansifhrough the Cooperative Bank of
Kenya to the many cooperatives which have been
registered but have not started their operations
due to lack of finance. Loans in the past have
been given to the agricultural cooperatives and
these have been successful to some extent. Unlike
the agricultural cooperatives, housing cooperative
movement lags behind inspite of its potential .con-

tribution to housing for low-income groups. There
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iIs also a great potential for the housing cooperat-
ives in site and service schemes as shown by the

Gikomba Housing Cooperative Society.

Also with the present policy emphasis on site

and service schemes, housing cooperative would go
a long way in making this policy.”a success. For
example some of the problems of-the housing co-
operatives that are not active include lack of
serviced land. To encourage the cooperative
movement a particular cooperative should be given
serviced plots by the City Council. This would
make 1t easier for the cooperatives to put up
buildings, and increase housing stock for the low-

income groups.

Provision of housing by employers

The employers should be encouraged to be more
involved in providing housing for their employees
especially the low-income groups. The trend has
been providing housing for the senior staff only.
To encourage the employers serviced plots should
be provided by the City Council at cheaper rates
where the objective iIs not to make profit but to
provide housing. This could also be encouraged
by i1ntroducing compulsory savings where the employ-

ee could be made to pay a little percentage of
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their income for housing. These fTinances could
be incorporated in a bank (e.g. cooperative bank)
where the employees could borrow at a cheaper
interest rate. Another possibility which is
already undergoing discussion is the National
Social Security Fund (NSSF) which could be a
great source of finance for the employées. This
could increase housing stock and dg;e the ever
increasing shortage of housing. This should be
supported by a housing policy to ensure implemen-

tation.

Upgrading

Another recommendation concerns the existing
substandard housing. Demolishing should be dis-
couraged. Where this is the only alternative
housing that the people can afford should be
provided. In the past the housing provided has
been too expensive and the people whose struct-
ures are demolished do not get any housing but
have to look for their own alternatives which
are usually not different from the ones demol-
ished. Upgrading which is already iIn process in

Nairobi should be given a greater emphasis.

Involvement of housing finance institutions not
yet involved ~

It is recommended that the housing institutions
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which are not currently involved in low-income
groups be encouraged to do so. This could be

done through the housing cooperatives societies
which have been started and own a building or some
savings. The former or latter could be used as
security and the government or the 4ﬁ}y Council
could act as a guarantor. These'ghould be small
loans and could be given either through the co-
operative bank or according to the progress of
the proposed scheme. The cooperatives could also
have a savings scheme with the financing iInstit-

ution who would in turn give the required loan.

@ Flexible mortgage terms and conditions

It is recommended that the terms and conditions
of mortgage facilities should be flexible espec-
ially in the public sector. The minimum loan
should be lowered to what people can afford.

When the decision of the income group being
served 1Is being made the incomes of the people
should be taken into consideration. House all-
owance should not be seen as the alternative to
providing housing, where possible the housing
allowance should be discouraged and housing pro-*
vided instead. This has to be a policy decision

and the government being the biggest employer



139

would have to set the pace. This has i1mplicat-
ions on the overall budget of the country. It
means that more and more finances will be committed

to housing than i1t has been before.

(D) NHC should train more staff

NHC should train more of 1ts own staff so as to

reduce building costs. The NHC personnel would

also experiment with other cheaper materials and
" this could greatly reduce the expenditure on

housing materials and construction.

Of the stated recommendations priority should
be given to clear cut housing policy since this presents
the major problem. Special attention should be given to
the terms and conditions of the housing finance agencies

especially as it concerns the low-income groups.
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SUGGESTIONS FOR FURTHER RESEARCH

All the issues concerning housing finance
agencies in relation to low income housing have not
been exhausted. There is need for studies to be
undertaken on the nature of expenditure among the
low-income groups to determine how much they" can

afford for housing. X

A detailed study on the consequences of making
the terms of housing finance institutions flexible
should be done. Further research should be carried
on the nature of the Housing Cooperative Societies

and their potentialities in meeting the housing need

/
for the low-income groups.
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QUESTIONNAIRE

1. What are the
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Name of the Agency
Person and Designation (interviewed)

aims and objectives of the agency?

2. How do you relate to the Ministry of Urban Develop-
ment and Housing to ensure that you implement
housing policy?

3. How do you relate to other housing finance bodies
and Ministries?

4. Where do you

5. What are the
funds?

6. What are the

7. (@ What is
®) What is
(© What 1is

8. What are the

get your funds from?

regulations governing the use of

terms of giving loans to individuals?

the initial deposit?

the iInterest rate?

the repayment period?

terms governing repayment of loans?
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11.

12.

13.

14.

15.

16.
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What are the housing types built or financed
by the agency?

(@ What are the income groups served?

Below K.Shs. 600 per month
Below K.Shs. 700 - 1,200 per month
Below K.Shs.1,300 - 1,800 per month
Below K.Shs.1,900 - 2,500 per month
Above K.Shs.2,500 per month

XN

(b) What is the percentage/amount for the low
income groups? e.g. below K.Shs. 600 and
between K.Shs. 700 - 1,200 per month.

(©) Which income group is mostly served by
the agency?

(d What is the percentage served?

Do they pay cost price for construction or Market
Value of the property?

What criteria do you use in allocating funds to
local authorities? If you do especially in Nairobi*

What do you do with unspent funds?

What problems do you face as regards housing
finance?

How have you been able to solve these problems?

Given the increasing cost of construction materials
how have you been able to cope with the iIncreased
demand of housing?



Has this affected the number of applicants or
has the number of applicants continued to increase

How many housing units have you been able to give
loans for so far since Independence (in Nairobi)?

Have you been able to reach the targets set
yearly and if not what has been the problem?

What are your future plans and programmes for
financing housing? especially regarding low
income groups?

of UK



