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AVIJG HABRITS OF LOW-IWCOME FAMILIES IN NAIROBI

o Case-Study with a view to hous ing

“Introcduction: The aim, background and method of the stuiy ...

Definitions: Savings, Habits, Low-Income, Fomiliy; Rent,
Conszumption.

Findings: Chnrncteristics of the sample: income, cmploy-
‘ ment, schooling,."
housing, rent,

5
g

Preferences as to housing: typc, ~mount of secil-.
: help " L

Savingst: Savings & transfers, Loan payments
Expenditurecs

Projcctions:

Conscquences for Housine Policy:

:Conclusions: a) about the survey

b) about the findings



Intgoduction:

e

The Aim:¢

)

u.o'c/l
SAVING HABITS Oi' LOW~-INCOME FAMILISS IN NAIROBI

- a casc study with o view to housing.

The following arc some of the interim results of a survey
of 68 fomilics and individuals comprising the same number of
houscholds sclected at rondom from four peri-urban arcas of
Nairobi, whcre onc would cxpect to find members of the low~
incomc groups, viz. Kariobangi, Mathari Valley, Lanpgata and
Makadara. J

The intention is to make this initial "pilot survey" part
of a morc comprchensive survey of saving habits in the low-
income groups, beccause it is normally assumcd to be that part
of the population which hrs a ''negative saving"} By analysing
the actual savings - if any - of thesce familics in relation to
their incomo, onc would, po¢r definition, also find out about
their cexpenditure on consumption. 1In as much as cxpenditurc

.on housing could be a saving to the extoent that it is a repoy-

ment of a loan on & housc or other major item, which does noct
depreciate at the samc ratc at which it is being paid off, it

is a2also considerced in this -conncction. The aim of the study

is thus also to find out to what e¢xteat pcople, who arc proese-
htly paying a certain amount of their income in rent, could he
contributing to savings by owning o house of their own. Subs-
cquent to these major aims the results would also show the
propensity of low-income familics to pay for housing, their prese--
nt''necd" for accommodation, their mcthods of saving, their in-
debtedness, their assets and their ability to copitalize on self-
help cfforts among other things.

¢ any standard textbook on cconomics and the imperical

1) Scc
proof in statisticzl abstract for Kenya 19 .



The Mcthod:

Definitions: :

SAVING:

’9../2

The study was carricd out by nn administcered questionnrire
e « The intervicws werce for the most part conducted .
in Swzahili and the interviewers were quite coxperienced in e
this type of surveying. It was our imprcssion that the percons:
interviowed made a sincere effort to answer 2ll the questionz-
including those on income = truthfully ond without hesitation.:
Some of the questions nccded extrn explanation in order to be
undorstoodand a couple of guestions could not be answerced by -
chybody unlcss they had been givell more time to find the ans-
wer (z.g. the number of squarc fecet of the dwelling). On tho
basis of this pilot survey some of thesc questions will be ro=-

viscd or dropped.

The results of the pilot survey arc being prepared for
processing by cemputer when the survey has been axpoanded to
includc about 2,000 familics in the low-income urban group.
But at this preliminary stage alrcady some general patterns
appcar and because of the urgent neced for such information it;fA
would scoem justificed to point to somc of these patterns even o
al this carly stazie of the investigation,

It is cssenticl that from the outscet the key words and
concepts be definced ond explaincd.

Saving is that part of income which is not consumed over the
period before the next regular receipt (on a monthly basis).

In the casc of sclf-cmploycd pcople and others who do not ro-
ceive regular income, saving is mceasured ns their oxponditurcs .
for consumption over the smme period. Savings taus determincd
arc chocked against the total smvings at the time of inter-
viewing dividecd by thec number of months it has tak.n to savc.
If 2 major item has been bought during the last month its value
is asscrtained and added onto savings with its relative weight
(valuce divided by number of months it took to save ib)e. ~IE
bought i.P. terms, the¢ monthly paymnnt is then adjusted for
depreciaticn and added to soavings. Thesc "ex-post savings!
nlso include other rcepayments on loans in the same manncr.
Transfer payments to parcents, for instance, will be included

os oo /contda.
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FuMILIES:

RENT:
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in savings cvent though they moy ultimately be uscd for cons-
umption. The reason for this is thot the amount tranferred is ..
often looked upon as an investment by the remitter himsclf.

By asking not only how much is -saved over the last month

"but calculcating the number of months it took to accumulatce the

present savings and (in the revised questionnairce) how much
people normally save per month ~nd what they do with their sav-
ings, it is assumad that this babit as a pattern, which they
normally follow.

There is no lower limit, but in order to get a fairly
homogenious sample anyonc who mcokes more than she 1,000/~ por
month in regular income will be removed from the sample. Inc=
onc may consist of regular as well as occasional income 2hd
be 4n cash as well as in goods and scrvices, all arc included
with the adjustment of occasional income on 2 monthly basis.

- It may be difficult for alself-cmploycd person, c.g. businces

man, to rightly cstimate his incomc per month as ue has no clear
idea of movements in his nct assets, but he normally has an ideeo
of how much he withdraws from the business cvery month. This
will be trnken to be his income thus disrcgarding any apprcec-
iation or deprcciation in his net asscts unless specially
mentioned under the question of investments,

i
The head of the houschold has becen choscn to represent
the family and from his cxplanation of the kinds and numbcr of

.pcople who live in his house the family is well-defined for the

present purpose, - cspocinlly s;nco the housc is casily def-
ined in 2n urban sctting.

The term is used to mcan the monthly payment for the space
occupicd by the living group i.c. fomily members and lodgers
staying on a permancent basis (or these who the head of the hou=
schold considers permanent residents). In casc of the housc
being owncd by the occupier, the monthly payments -~ if any -
would be trcated as a scparate item i.c. neither as rent nor
investment.
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CONSUMPTION: Analagous to savings this means that part of Income, which
is not saved nor invested. Investment being defined as con-
sunption for futurc incomec.

The sample itsclf was drawn ot random from the four parts
of Nairobi mentioncd carlicr. The mcthod being that of app-
roacheing thosc who were found at home, (some of the intervicw-
ing was done in the cvenings, for that rcason). KAs this was
only a pilot survey and onc¢ mainly concermed with the relatio-
nship between savings and incomce, rcent and income cte. the
redomiz~tion on a scientific basce was not applicd,. but wall be
later.

Fimdimgs: The aver.gc income of thosc intervicwed was she 272/- per
month. Ranging from O te 900, and with the most {ypical income
(mode) being sh. 150/-. Only three of thosc interviewed had
to be dropped because they had an income of over sh. 1,000/-,
INCOME and only two gave their income as O. There was a distinct _
difference in income between the four arcas under investigotione
Somconec who knows the arcas might well have gucssed this: Lo
ng-ta wita no onc under sh. 350/- per month, then Koriobangi,
followed by Mckadara and decidedly lowest was the average of
Mathari Valley with a typical income of less than 80/~ per
month. #llegal nctivities such a5 brewing and prostitution -re
common and nccount for some of the income ~mong otherwise v .rronts,
e Uncmploymnet vizs offici-:1ly prevalent but most of the hoeads
O of houschold had been in the same cmployment for a numbcr
of ycars. Most of them, of coursc, wore unskillced or semi-
skilled pcople in thc age group from 25 to 40.* % or 76% of
IMPLOYMENT them vers ma{ric% the rest bc%ng single for Qnuvreason or ~no-
ther. Likewise % were male with only Mathari Valley as a mar-
ked difference with 50% of each. I¥ was also herc thot most
half had ncver been to school wherceos the average for the sn-
M. mplc os such was 27%. In Langnta only 10% had no schooling.
A The average number of yecars in school for the total samplc vings
= 5 years. The average number of children in a femily was b3,

HOUSING As rcgards homc owncrship the overall position was 35%
homcovmuers andb5% renting. The main difforence here was cgaln,
san/contd,
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as could be oxpected, 50% ownership in the Mothari Velley, whore
pwoplc put up their own smull shanties - down to less than 25%
owncrship in Kariobangi, which is probably cven less thon ind-
icated, because the interviewers mnde a point to get at least

a ccuplce of home-ovners in order to sce how their income and
savings position was. However, the survey quite clearly shous -
that house owncrship is much morce prevalent in the lowest inc-
ome groups in nll four arens, simply becausc peoplc have very
littlc other choice but to build their own housc, modest: though
it may be.

Of particular interest is the relationship between income
and rent. Of those renting the average rent paid wns shs. 46/« |
which formed about 17% of income. The varintions in rent as vo-
11 as the percentage it formsd of the respective incomes werc
big, but with a definite trend (scc below). It showed an av-

rage for the lowest income groups of 35% of income down to
6% for the groups carning trom sh. 700/- 900/-. When asked,
however, how much they would be ~ble to afford for rent if they
had accommodations of their own choice, the % went up to 21

and with the same general troend ns before. This is significont
bicruse it indicntes that people, cspecially in the “middle™

and "higher'" income-groups (shs. 250-900/- per month) can afford. .

better housing if they could pnly get it. An cven more inter-
esting finding is the fact that the ameount . pcople arc pre-
parcd tospend on 2 housc of their own is still a bit higher

rmely 25% of income on the average with the same trend as fo-
und before. This shows clunrly thot they have some notion of
the desirnbility of owning their own house Wwhether they were
conscious of the saving element in house owncruhlp was not qui=.
te clecar, but when it was pointed out to them, they could

‘clearly sco it.

svs/oontd.
*(sce page &)
List of occupations is attached as appendix s
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The dotod of the nbove parcpr-ph is prescented here:
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1.INCCHME SH/MO.i 2. RCNT as % of I.| 3+ RENT AFFORDID. 4 HOUSE

: as % of I. | PAYii:iIS
He e asth of I,
- 149 34,6 35,0 - 35.2
. | 150 - 249 l ZINR | 23,7 < - :25.8
250 - 299 i 17.0 % 16.2 % 18.5
300 - 399 E ' 16.0 g 23.8 : »26.1.:u
400 - 499 i a3 g i 20.0 b 2845
500 - 699 10T =646 é. 19.6 ; 25.7
700 - 901 % e ? ' 10.7 é 16.9:
Avercge T O 16.8 ; 21.3 - ¢ 25.2 .
To";ZQ*;;.EECE'of £§E"€§§o of ﬁouso low-income familiost
HCUZE wanted, the following question was nsked: What kind of housc
PREFEIENCE would you prefer, say at shs. 50/- = month, providcd you could

afford it now? Thesc realistic nlternatives were givens
Ansvicers:

Stonc housc with 2 rooms _ by
tioocden housc with 4 roonms 314
ffud ~nd VWattlc housc with % rooms 225%
Don't know 25T

These cnswors were nearly what we cxpected, rceflecting the
somcwhnt prestigcous nature of the stonc houses nt the expense
of morec spacce. The low maintenance cost wns one other reason
given for choosing = ston< housc

sseana/contds \
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But these answers should be looxed upon also from the in=-
come point of view. It gives the following picture:

REGULAR INCOME IN SHILLINGS PER MONTH

less than sh. 149 -130—299 | 300—699.' 768;999 Total
Stone house 95 | 18% 15% 3% ks ‘
Yooden house 14% 550 6% 6% él

Mud & Wattle _ %

House 7% 6% 9% - 22

Don't know ‘ g 2% ; 2

In the very 101 incone groups apparently timber housing

is preferred to the other two types. It still remains to be
found out why these people feel the wnay they do. One reason |
mnry be the consideranble improvement it would mean to them. An-
other, that they are familiar with the materinl and that timbar
housing can ensily be sltered snd extended. This is imporiunt
becnuse the marginal value of an extra room is higher for tii-

ese families 25 they -hcve more children on the aoverage than
those with more income, or they may, in order to afford the
house perhaps even tuink in terms ot sub-letting rooms. ‘thn
it come to the question of being able to build or assist in
building the onswers revenled that only 24¢ did not think they
wvould ve nble to cpend time helping ond most of those being b=
le to help could spend 10-20 hours o week. There was no marized
difference between income-jroups or residentinl area in thece
answers. But the cmount of tine which % of the sumple could
spend on construction represents a worthwhile contribution in
terms of a reduction in cost of the house., An approximate cal-
culotion revenls the following:

sh. 1/~ per hour for 15 hours per weck for 12 weeks = she. 180/~

~?

as $ of n house costing sh. 3,000/~ it represents 60




ings - if any - in these low-income groups.
asked most of the questions in this field.

é%ttooon.

The main purpose of the survey was to find out about s-v-

[

We consequently
But, as may have

been realised from the definition of savings, it was necessary

to appronch the subject from severzl angles in order to cross

check the information we obtained.
our definition of savings was
it included such things a2s loun-payments and transfers.
addition the purchase of major items which may be considered
investments ruther than consumption (e.g. bicycle, building
ateriols, stock of goods for sale) was also included as they
form purt of genuine savings. :

wider than the common one,

The reason for this

[ R
was that
in that
In

On this bnsis the following table was "constructed", It
is an adjusted table, which still carries the imponct of the iae

dividual

answvers,

but will

iave to be substantiated by a much

J-
- e

larger nunber of questionnaires to prove anything significon

l.Income sh/mo.‘ 2

Sawings as

ik
% 3.
l

Transfers

5 F 2+3

i

N
as o

of Income % of Income of Income
- 149 : 2.9 ‘ 8.7 ? 11.6
150 - 249 ‘ o7 19.8 g 2h. 5
;290 - 299 2.0 ) BIEAE . 19:0
300 - 399 3.3 { 12.5 . 15,8
Loo - 499 b3 8.8 ; 13.6
500 ~ 699 8.9 5.9 : 14,8
700 - 901 H 13,4 8.0 i 214
Average 6.6 10,7 \ 17.3

The overall pcrcantnge of 17.26% for savings
to income is perhaps

that low

-income families

in relation -

o surprise to some of those who claim

cnnot save,

However,

it does

COYTrQiom

pond fairly well to the fipure of 14% found in the Central
Provice survey three years 0.

This survey did not include Nairobi, thereby giving it o
birs towards the lower income-groups, becnuse the rur-l rens



Loan Payments
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ceeses./contd.

domin-ted the survey by numbers nnd this is where incomes are
generally lower.

It would be wrong to plnce much significnance in the tende-

of the ~nswerc. In some cnscs wherc people. claimed to be
snving more than they enrncd, the answers were disregnrded.
These discrepnsncies should be eliminated in the larger survey
by reformulsting the questions and/or making the interviewers
awnre of such possible inceonsistencies in ordsr to correct them
on the spot.

If any tendency nppeonrs, it would be the eupected one that
the higher the income the higher the % of savings in relation
to income, Thigs is also borne out by the frct that more pconle
in the upper groups have bqnk accecunts than those in the lowur
groups, who tend to keep their savings at homes The middle pgr-
oup is caracterized by using the Post Office savings more so
than banks,

It is =vidont that the lowest groups do not cngage much in
H.P. or in othker loan paymentcs. This seems to indicate that
these people do not use finnmnci~l institutions to any large
extent, Almoct wiihout excention, howsver, nll those who uce '
these institutions find their service excelleont, but hoavelon
the average a distnnce of 6 miles to travel to get to their
bank, which mny ~ccount for the little use they mrke of then.
Wwhen asked who they would approaci for a loan to build a house,
almost 50% said the Governmen:, 10% said M.1.C. &% the Bank
end 28% did not know. U5% of the sample hzad a plot where they
could build such a house,



Investments

Consumption
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When asked nbout investment one third of the sample said
they made regular investments, mostly, in land, but some alco
in businesses. The holding of shares and bonds was an odd
exception. Strangely enough it was the middle part of the
income groups (from sh. 300/- to sh. 600/- a month) who had
the largest investments, larger proportionately than the high-
er incomes. The payment ofdowry was listed as a possible out-
let for money, but with a single exception there w&8 : no one
spending for this purpose. This, considering the age groups
interviewed, was to be expected.

Apart form expenditure on housing the survey was not men-
nt to deal with consumption. It was necessary, however, to
ask( guestions in this field in order to check the consisten-~
cy in the nllocation of the income. Unfortunately this was
not done altogether satisfactorily, and there were cases where
these questions had to he disregarded becnause of obvious mis- .
information, ' :
The following table gives a summary of some of the major items
on the ccnsumption budget within the various income ‘groups '



Projections:
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It can be assumed that savings will incrcase in these fam-
ilies as their income increases, not only in proportion to
but progressively so. The change can be assumed to be greater
when a family moves from say sh. 200/~ to sh, 600/- a month
than when it moves from sh. 600/- to sh.lD00/- a month. That '
vwe shall still expect a propgressive increase in income when
income rises iz due to the fact that in the population chosen
as representing the low-income groups i.e. those making les:
than sh. 1000/~ per month, the proportion of those ecarning
less than sh. 500/~ is much larger than those carning more .
than that, - in the present sample 85%. This is encour~ging

but ns is well known more people in the very low income groups- -

come to these nrens in largoer numbers thon others in high-in- °
come groups come to other parts of Nairobi. The problem then
becomes one of seccuring thot the incrensed savings of thosce
who get higher income is tronsferred into investments, which
in turn will crente jobs and better incomes for the new-
comers. '

To mnke sure that savings orec made available, even for the
short term purposes, it is nccessary to hove the institutions,
which can collect and distribute them. At the present moment
only a few use such institutions, partly becruse they are frr
away and offer no other incentive than a modest interest rate
of 2 to 3% (except for sccurity =nd prestige - but no borrow-
ing privelege). Savings and Credit Societics seems to bel
the obvious solution in this situation. Though they normally
lcnd on short term for such purposes as school fees, hospital
expenses, furniture etc., thecre is no rcason why they should
not, throupgh the Coopecrative Bank, lend on longer term for

investments in land, buildings and small scole enterprises.

The seasonal (monthly) fluctuation in demond and supply of
funds could thus be bridged by an institution, which has access
to much bigger funds with a different fluctuation,

contd..
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The comparatively low unemployment rate is an indication
that people find something to do, even if this is in arcas
of activity where there is already many under-employed (busin-
e¢ss) or in varying degrees of illegal activities. Urbanisation
per se does crcate a goodmany jobs of ‘all kinds, and it is this
fact, which forms the "pull-factor'" in the movement of people
from rural to urbon arens. This is 2 reality with which we
have to cope, but it does not mecnan that people will stay in the
towns, about hnlf of the interviewed had plots in rural arcas,
where they wanted to build houses. It is doubtful whether
this is a trend, which will continue in the next and following
gencrations, as experience in other countries shows the oppos-
ite flow, i.e. the older people moving from rural to urban
areas to be with their childrecn,

This latter aspect could prove very significant for the
long term policy. In addition, the understanding and desire
many of the pcople in the low-income groups have to build ,
houses of their own is such as to argue very strongly for plots
to be mnde available for this purposc. Not only will the shn-
cks and shanties be build anyway, but it will happen in a most
unorderly fachion and be difficult as well as costly to serv-
ice or - which is the order of the day now - to remove, with a-
net less in the housing supply and consequent rise in prices
for accommodations. -

There arc two further points to be made in this regard.
When people are asked, what they can afford to pay for a new
house, the amounts cuoted carlier will not be cnough to cover
the monthly instalments for the Council Housing on a sound cco-
nomic basis. Since Council cannot justify an economic housing
policy it means that it should not build these houses, but
leave it to the individual families themselves, - who, in an-
other survey have indicated that they would much prefer serv-
iced plots to €ouncil housing.

cont d
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The other point is that with whatcver money the Council has
available it is obvious that at least twice the number of plot:
can be prepared for private construction and thus result in
twice the number of houses than if Council was to build even
the most modest accommodation. Furthermore the much advocat-
ed mobilization of private capital =nd enterprise would have

a chance to prove its capacity, - and from what has been seen
50 far in Mathari Valley and Kariobangi, the sources are prac-
tically unlimited. The continued frustration of private enter.
prise under the disguise of preventing exploitation and sub-
letting, which is not prevented anyway, should stop. Like-
wisc the advocacy of present policies on the grounds that
economics of scale and a more uniform deveclopment is better
assured in Council projects than in individual projects loses
its weight in face of thrce strong facts: Popular demand for
private projects, doubling, or more, of the number of the
houses constructed and the avoidance of deficits on the housi-

~ng budget, In short, the survey indicates, that much more

capital could be generated for housing if home-owncrship is
implemented in all possible forms, including the sale of most,
if not all, present Council housing.

The lessoens to be learned from this small pilot survey
are at lcast five:

1. The sample must be extended to about 2000 stratifie%

interviews to be of significance. :

2. Some of the questions should be dropped and others simpl-
ified, a few added. .

3. The definition of savings should possibly be simplified.

L, More care should be excercised by interviewers by cross
checking information on the spot.

5. On the housing question, it should be clear how many would
actually prefer a house, and how they would go about cons-
tructing it.

contd.
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b) Conclusions about the

findings:

P

As far as the conclusions are concerned there are a few,

which, in spite of the smallness of the sample, can still be
drawn:

l‘

2.

7

10.

The typical income of the sample .is sh. 150/~ per month.
Average is sh. 272/- and the range from sh. O - 900/-.
Officially unemployment is common (about 40%) but only
two families report '"no income™. This can only be expl-
ained by various kinds of ililegal employment and by sub-
letting.

House-ownership is claimed by 35%, but up to 50% income
group own houses, because many of them have to rely on
subletting and could otherwise not afford rented accommo-
dations.

Those renting accommodations pay on the average 17% of their

income in rent ranging from 35% in the lowest income

group down to 6% in the sh. 700-900/- per month group.
When asked what they could afford for accommodations of
their choice, provided they could get them, the average
went from 17% to 21%. _

When asked what they could afford for a houde .of .bheir own :
the ~nswers came to 25% of income on the average. The rise
being influenced aminly by large increases in the higher

of the low-income groups. _

Practically all would like their own houses. Preferab-

ly a stone house, however, pcople with very low income
prefer timber houses to "mud and wattle'", perhaps renliz-

‘ing that they could not afford a stone house.

75% volunteered sclf-help at an average of 15 hours per

week. If this was utilized it could cut the cost of a
modest house by 6%.

Low income families do save. It is on the order of 6% of
income ranging from %% to 13% depending on income group
(lowest save less) ‘ '

In addition to savings the great majority also transfer
money to parents and relatives on the order of 10% of income.

contde.
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33% made regular investments in land, primarily, and in
businesses. Most ef these were from the middle groups
earning sh. 300 - 600/~ per month.

It is ecvident that the very low dincome groups do not en-
gage much in H.P. arrangements or have much to do with
financial institutions. But as they save and as they also
hnve to borrow from time to time, Savings and Credit
Societies seems to be the best suited institutions for
them. Baonks are far from their place of work and living
and would probably not extend loans to them anyway.

More money will be saved and progressively so as incomes
are raised. More people with very low incames will move
into the city. By providing them with a house they will
not be better off socially, dbut it will mske them direct-
ly involved in capital formation.

Since public autherities can obviously not provide them .
all with housing and since they are able and willing to do
their own constructicen public funds should be used for
making plots available. It would result in more than
twice as many dwellings than at present being provided.
It would give rise to speculation and exploitation, but
that goes on anyway. The only way to effectively control
that, is by increasing supply relative to deman.

N.O. Jorgensen
26 - 2 - 1969



APPENDIX A
LIST OF OCCUPATIONS

A.D. Officer
Ayahs

Barmnid
Businessmeén
Businesswomen
Carpenters
Clenner

Clerk

Cook

Control Officer
Cultivator
Dobis

Drivers
Ingineers
Labourers

Legnl Assistoant
Mascn
Massengers
Machine Operators
Mechanic

Petrol Attendant
Police Corporal
Salesman
Shamba Boy
Spaner Boy
Steward

Shop Assistant
Tailor

Tyres Examiner
Typist

Watchmen

Waiter

In all there are:-

32 Yage-Earners
16 Self-Employed People
20 Unemployed People = 40%
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EXPSNDITURE PER HONTH- % OF SAMPLE

Sh. EFood Lodging School fees
less than ' o o
29 .6 , 9 27
30 - 49 4 | 3k 6 -
50 - 69 225 -l L
70 - 89 ‘5 2 .o
90 -12k 113 2 2
125--159 :19 oo 2
160 =169 i 3 oo oo
170 -259 4 oo 1
260 -299 ... .o oo
300 -399 | 5 6 1
400 -499 2 1 5o
500 & Over 2 oo oo

Clothing| Transp. |Dowry
13 19 3
6 21 .o
6 . 3 .o
2 ._; L)
2 3 .o
3 o0 ve
1 L o






