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" Tntrcduction: VWith rcforencs teo an earlier paper "Financing cof
Hrusing in Kenya, somc majer issues' the purpesc of this paper
is tc¢. elaborate furthor cn the implementdation of the policy as
far as Housing .Co-cporative Sceieties are erncerncd, The franme
of reference is present cenditicns in Kenya, but tho scope
will be limited to thiose sccieties, which primarily cater “to
members in the lower income greoups and therefore mainly -

~interested in previding hruses in the range of Shs.3,000 -
Shs, 20,000, Other hiusing sccicties arc not to be disregarded,
neither is it inconcicvable that sccieties with low-inceme
members shneould find it advantagecus to build medium - or high -
ci.st hceusing, as all L these sccieties weuld contribute to the
tetal supply of housing. Hewever, based cn the conclusions in
the abecve mentioned palicy paper the emphasis shiuld be on low-
ceat heousing for the next planning pericd. :

Exigting Sccietics:

As an appendix te this Paper will be 2 list of
exiating societies as at November 1lst 1967 giving dctails of
each to the extent we have been able to cnllect themn, It is
worth neting that out f the 14 registered sccictics - and
th~ Department of Co-operativ:s knows of neone unregistered - 8
are Asian societies conceocrned with medium and highecost
hiusing., Of the 6 African socicties, one is without. menay,
because of fraud, cne has been deragistered and rno is in.
likvidation, which leaves only 3 viable societies in the low-
cuet heusingbphere. (me of these alsc receive funds from.a
religicus foundaticn and is therefore not of immediate interest.

The twe remaining scecieties are in sume respects
a-typical as co-operative scecicties and beth of tham have been
registered lately and have therefore not had time tc preove
themselves successful cr otherwise as yet. A short descripticn
nf espch of them will illustrate eome of the majer preblems facing
such societies: ; ' ’

Thc Gikomba Building Cu—operative Scciety was started in 1963

by the present Chairman and 9 cther membeérs living as illegal
squatters in the Gikimba area ©f Naircbi., The purpose was, and
still is, to provide low cost hrusing for members necw living at
Karincbangi, - after thc eviction from Gikcemba. At Karicbangi
the members whe are casual labcurers, of self-empleycd were
allccated plots in the 'City Councils Site and Service Scheme'
alcng with many others. The Sceciety was registered in 1965 and
membership had increased te 50 by July 1966, Recently scme
members have been expelled because they have sold their plets.
From contributions (shares and membership fees) th: Scciety has
besn able to cellect encugh meney te build, initially, cne house
at the cost of Shs.14,800/-. The hruse (cement flocr, stone
walls, cur. iron'roof5 is of 740 sq.ft. divided intc three
sceticns of twe rooms cach. The house was subscouently let

tc three non-member families for Shs,120/- cach, which after
paynent of plot-rent and water charges brings a net revenue for
the scciety of Shs.360/- - 60/= Shs.300/- per menth. With this
income. and additicnal subscription ~f shares the Scciety. has new
been able to complet: ancther twe ‘heuses, which ars alsc.let to
non-nembers cn the same cenditions. A feourth house is nearly
ccmpleted and half a dogzen are at varicus stages «f cempletion, (1)

(1) This rather wasteful apprerach was Jdue tn a misunderstanding,
in that the plot hclders were told that if the plcts were not
being develeped, thoy wceculd be confiscated by the City Ceuncil.
This has now been rectified by the City Cruncil in case cof
the members of tho Scciety.
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The Society has ccpied a design of a commcn house in the estato
and’ emplonys and supervises its own labourcrs.

In 1965, the Snciety appreached the then Central Housing
Board for a lian of Shs.200,000/- in crder te spe=d up the
construction, but after twe years of correspondence and msotings,
the Board ‘decid-d tc turn the matter over - the City Council as
their respongibility.  The City Couneil, in turn, asked the
Commigsicner «f Cocperatives teo guarantee the lean con behalf of
the Society. There is ne legal nor moral basis for this and tho
Commissionor cimsequently had to refuse such respensibility. This
is where the matter stands at present, th.ugh the City Council
has indicated that in the present circumstances the loan will be
given by the City Ctuncil without any nthoar security than the:
houses being built fer the money. If, and when, the loan gees
threugh the Scciety will be able to build 20 hcuses(2) of the
same standard and size, and the prccedurs is te allocate housoes
to plothelders in order of first-came-first-gerved. The
justificaticn fer this is that as long as the plnt is vacant the
plothelder pays his ocwn Shs, 3C/- rent, but as scon as the house
is completed and inhabited thc rent is paycd by the Scciety, as
it also gets the income. The C.Ce loan will almest certainly be
given ¢n the condition that a member occupics at least one
secticn (1/3) of the hcuse, This has net becn the case with the
completed heuscs and it will be difficult to enforce, unless the
Scciety complics simply by asking tenants t+ buy:a share of
Shs. 50/~ in the Scciety before meoving in!!(3) :

Generally speaking the Sceiety sccms well organised, but
lacks in such skills as bcok-keeping and administrative '
preccdure. Thoy have received some help aleng these lines from
ths Co-~cperativec Department. The Cemmittes feels that it will be
easy to recruit more members once paople in the area scee that.
more houses arc being built by the socisty. At present membors
are living as ledgers cr own much ponrer hruses elsewhere, and it
is therefeore difficult tc s¢o that in that scnge it is fulfilling
its purpose. Hewever, when all hcuses have been completed the
Scciety intends teo turn themover to thefriginal plot-—owners, s
that the membors can el ther live in them cr ccntinue to 1ot them
(at a prefit) and in that sense it complics with the co-operative
idea, - Moreover, scme cf. the members are gskilled labourers, whe
work on the hiuses and get paid, wherea$ many other members help
without being ccmpensated. There is apparently strong intcrrnal
pressures put n those, whe are ncet deing their share in the
constructicn. This 'is very much the traditicnal attitude and
prceedure, when constructing huts in a village.

e S

(2) It is calculated that by gained expericnce and eccnomies of
scale the crst of a house can be reduced to Shs.10,000/-.

(3) It is very likely that. tenants will accept this, since
* the markect rate focr similar accommedaticns in the area is
Shs.150/— per month. Formally it wiuld suffice to ask
thern only 2 membership contributicn ~f Shs.10/- but
there is a good case for mobilizaticn of capital here,
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The other sceiety concerned with low-cnst heusing is the

Karicbangi Hcusing and Settlement Co—operative Society, which
yet has not built any heouscs, but have boen formed in 1964 by
400 illegal sguatters in the Methari Valley in order to buy th
12 acres on which they were living, therceby avoiding evicticn.
The purposs, ¢f course, is not cnly to buy the land but’
subsequently to build better hcuses for th: members. At tho ti
of writing they have collected Shs,22,000/- and made a payment
of Shs.12,500/- which. is half the price ¢f the land. -Thé
balance is s:.non going to be paid off and the society intends
tn apply to the City Council for a lcan in crder to improve
their existing houses.

- The sccicty is definitely viable and under strong leader-
ship, but thc actual implementation of their ambiticns may have
to be guidcd in anoth r direction, bscausc the areca in which
they now residc does not come under the immediate’ develcopment
plan for services by the City Council, whereas a site nearby
is already being developed and may prove much more advantagecus
to the sccicty in an earlier and more satisfactory fulfilment
of their purpose. On such matters the Co-operative Department
shcould advisc themn, ' ey

A couple of principal questions arisc in respect t¢ this
latter sccicty. As cach member has paid Shs.55/- (membership
fee plus a share) they fe~l that they should each have 'a plot
and a housc eventually. But since within ene family there may
be two or even more members of the society, it seoms more
feasible that the numbers of plots and housces required should be
determined by family units rather than number of shares, - ths
latter factor, instead, having influence on the number of rooms
in the house, The cother questivn is in rogard te numbers cf
members. This Seciety is trying to incremse the number of
members from 400 te 500 just to raise the oxtra capital needed te
pay the balancc on the purchase of the land., Th-:y recruit membcors
inside as well as cutside the existing village and realize .
that it will be¢ impossible to heuse them all cn that particular
piece of land. Rather than to frustrate ths hcpes of many
'outside' pecple, it would seem more apprepriate tn ask the
initial members to pay (buy shares) an amcunt each month
equivalent tc¢ what the debt-servieing will amcunt to cnee the
houses are built. (4) .

A brief mentioning of the 'religiocus! sccicties may scrve as
an indicaticn of how sucecessful housing schcemes are carried out.
An average ~f 100 members cach buy a share f Shs.500/- in the
scciety and ¢n the basis of that they raisc the additional
capital needed from religious foundationsg, such as the Ismalia
Diamend.Jubilee Trust Fund but scme also frem Insurance
companies at market rates. The construction cf hruses as well
as flats is carried cut by private contractrrs (preferably
members of “the society or at lecast of the cemmunity). The -
average pricc cf these .medium-class acermmcdations is Shs. 40,000/-
per unit. Tc be repaid over a period of 16 years at an intercst
rate of 6-8% which gives an appreximate menthly instalment of
Shs.250/~, After repayment the house rr flat belongs to the
member and hc is free to rent it, sell it or continue to live
there as he chcoses, This has ereated scme preblems in- the easc

g

(4) An amount of Shs.50/- to Shs.75/- is what the members have
.. indicated they can afford. This amcunt shculd govern the
type of hcuse . and- financing to be provided later, for
instancc Shs.8,000/- at 7% over.20 ycars.



of maintenance of flats as especilally the cxtericr of such
blecks suffer duc te lack of agreement and cocrdination among
the now-owners, (whether absentee or r931den+)

The temptation of subletting units at a higher rent
than that paid t. the scciety has net been very common, as it
would have boen against regulations and is chfoerd by the
proximity and loyalty of members,

Problems, Solqtions and PrOSpﬁcts,_short—term

In word as well as action it has bec¢n demcnstrated that
the policy of thc Kenya Gevernment is to strecss the importance
of cco-operatives, it is therefore nct the purpose of this paper
to question this pelicy, but rather to suggest hew co- .
cperatives in th. hcusing sector can serve tn mobilize capital
and add tc the supply of dwellings especially for the low-
incoms groups.

There is . thing inherent in the situaticn, which makes
it impossible for African low-cost housing sceicties to
thrive - let alene medium - and highecost socicties. The
major problems have been in three areas,namely these of
integrity, pers~versnce and innovaticn, all of which is not a
matter of money nor to any demonstraticnable dcgree, education.
(which again often is a question of money). Inncvation i.=.
imagination to form a socis 'ty for the purpose of building
hceuses must comc first., This idea came te the lcaders of
the two societics dcsceribed:earlier simply out of desperation.
If they succeed, and that is why they sheuld receive all
possible support frem the Department of Co-operative Development
and other Gevernmunt offices plus local authrrities, (5)- then
the idea will undiubtedly spread. Thkis is again an area,
where the Co-cperative Department should be rcady with publicity
and assistance. Pﬁrsevnrano‘, which is next as an imperative
element in eccncmiec development, can be greatly enhanced if a
“scciety, -once it has beeéen fermed; can see tangible results of
their efforts, In practical terms it means that whatever they .
have to go thrcugh c¢f formal precedure should not take on the '
crder of two years - as in the case cof the Gikcmba Society, '
albeit not duc tc any fault of its rwne but shculd be
streamlined tc a matter of course., As soon ag a housing socicty
has been registercd the CO-Op(ratin Department sheuld prov1de
it with at least The follow1ng services:

1. Plans for varicus types of hruses 1nclqd1ng
material and labecur cost.

S 'Llst oi nxl@tlng Housing Cn—op rat1v~ ----- and description
of their preojects. ‘

3. The necessary books for registers and acccunts.

4, Investigation of proponsed . site as $o charges,
t  “developmcnt status, services cte.

5. Applicaticn forms fcr loans from local Autherity or
Natlrnal Housing Corporatiocn. _

6. By—laws fir a 'standard-type' housxnb 0-01oty.‘

7. Help-in bu,k—kewplng and audltlng.

(5) City Council. aﬂd County Coun01l can prov1ﬂr ‘site and service
schemes for bthis purpese in addition to granting leans,:



They should then be well on the way to build at loast
ene house for thoe meoney, which they initially cclleet. This
is important, because nct only is it thistﬁnélblb result,
which creates incentive, but the rent from it will add tc
the funds of the Sceiety, and it will represent security for
lcang, which the Society may subsequently apply for.

As a matter I preserverance is also tho principle of
subscripticns to the Seciety. This is an ~vor-riding prcblem,
‘and even the twe menticned societies are falling short of
the ideal scluticn in this respect. Onece a member has paid
his initial membership fe:, he is, of coursc, a member., It
will be expectced of him that as a member he should subscribe
shares in the uuoi(ty. The preocedure may differ. Some
comnittees may decide that in order to keep their membership
all members must subscribe an equal nunber of shares or that
members may qub@nrlbe as many shares as they like.(6) This
is not so important., It is, however, important in case of
Housing Sccietics that membsrs develnp a habit rf subsecripticrn
sc¢ that funds are centinually generated from within the.
society, until their cobjective has been achicved. This
precedure will bencfit the members whe - onee they have been
allocated a houge - are compcolled te make regular paymants
menthly. (7). This procedure will not benefit thrse, who are
unable to make regular payments, but the .sccicty stands to
gain from elimin~ting such members, sither from the society as
such cr from gquealifying for a houss, Individnal defaulters
should of course be ccnsideresd -on the merit £ the reason for
defaulting, but t+ have a tough policy in thl” regpect is ths
best way to encrurage persevsrance.

Integrity is the third cf the meore immoediate problems.
This is a deeply reoted human prceblem, but as far as cc- :
cperative societices are cencerned the latest changes in -
legislation has baen a long step in the right direction, which
is to subject sceieties to.strieter centrol, Unfertunately
this secms the rnly way te do it at this stage of development.
Vhen it comes +n financing of housing thrceugh co-opsrative
seci-tics, the leans, which to start with should be granted to
them frem public sources, must be safeguardcd by the way they
are released, namﬁly, in step with the progress of the
constructicn of thce houses, which they are suppesed te finance.,
Onece the houges are built they in themsslves represent the
security.

Mismanagement of funds and societies have sometimes, but
far from always, been due ton lack of elementary knowledge of
beok-keeping ete. This can only be rectificd by training of
cfficers and committeec members, and this is now being
intensified.(8),0utright dishonesty and 1mpfud cnce must of
course carry preventive punishment. :

(6) The cooperative principle, rightly cr wrongly, requires
'one member one vote' regardless of shares held.

(7) Whether the payment sheuld be a subsidiscd, an econcmic
or a markct rate is, of course, up to the committee, but
for members an cconomic rent sheuld be adwvicated. For
non-members, 2 market rate sesms justificd (as for a
discussion »f twe types of housing socictics — see p.8)

(8) It is advcecated that as dm the case of Credit and
Thrift Sccietics a special expert should bo attached to
the Co-operative Denartment



It couldbc argued that the real priblcem underlying the lack of
success, sc far, of ceoperative heousing sccieties in the low-
inceme group is simply: low income, with the consequent low
propensity te save. Facts from the field prove this argument
wrong., The twe scceieties mentioned arc fermed by some of the
pnorest pecople in the Naircbi area, the illegal squattoers.
Though rany of them will eclaim un-employment mest of the year,
they still admit that they weuld be able tc afford Shs,50/- to
Shs.75/~ a menth fer hcusing., Their performance bears tThom out
on this, In the case of the Gilomba Hcusing Secciety, 50 members
have bcon able tg build 4 hcuses of ShS.l5,000/- cach = SQ,OOO/—
over a poericd cof two years.(9).

In"spite of the fact that they are paying Shs. 30/~ a
menth te the City Ceouncil for a plot, which each of thom
hold - and paying feor accommedatinons clsewhere — This may
indicate that they are not so poor aftcer all, and may have
given us the wrong information about their inceome, but this is
not likely to be true, in that alsc tho members of the other
society woere able te pledge the same amount of meney per month
with the rmly difference that they =r¢ nct paying plot-ront at
present, : o

In connection with the Gikomba Sceiety it has boon
sericusly questioned whether it was in fact qualifying as a
true co-cperative society, when it built houses for non-
members. As menticned the C.C. which has indicated its
willingness to grant a lean to the society will insist that

a membcr occupies at least part (1/39 of the house. One
solutiin tc this problem has already been advanced, namcly
that thcoy make tenantSmembers by asking them te pay memborship
feeg, Thig, hcwever, present a noew priblem, because thesc
'"tendnt menbers' will differ from ' riginal members' in that
they cannrt claim ownership to a hiuse (not nwning a plc-t and
not having made regular payments). Thorefore, it should be
recognisocd that there arc at least twoe kinds eof Housing
Societics: cne with the purpese of pr.viding housing for
members and one with the purpese of just preducing houscs.

The lattor is similar to any '»roducticn cooperative' such

as a dairy cr transpert cc-operative, and should be treated as
such. :

Problemsg, Scluticns and Prospects, long—tcrm:

The interest in and the crganization of Housing =
Co-operative Sccieties sheuld increase with time, when the
short term problems have been dealt with and socleties show
success, Likewise the need and demand for heousing will be
with us feor many years to come and is likely to grow if
anything, Even the desire-and the ability to save for
housing can be expected tr increase as incomes grow and .
people beceome mere awsre of the advantages of better housing..
Thereforc the major longer term problem will be in the £icld
of outside financing.. By outside financing is meant any'’
financing which is obtained cutside the scciety itself.

(9) It is true that the scciety was frrmed more than twe
yerrs ago:but the number of members was smaller in the
beginning and did not reach 50 until July of 1966,
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Up $ill now the question of outside finance has only been
problematic in the instance of the Gikomba scciety, But this
society, which is the type te be promoted, has had problem~
ennugh to cope with in this rospect for twe years until the
situaticn now seems fairly clear. wWhat shculd the procedure
be, when » Society wants to apply for = lecan from the Naticnal
Housing Corporation, which is,at prssent, the gbvicus beody tc
support low-cost heusing through co-opor@tivos7 Except for
administrative reasons there is hardly a case for chanelling
funds frem N.H.C. through local anthorities in order to get
them to Hiusing Secietics, and it does seem contrary to
‘development objectives that if local authcritiecs serve as
middle-men that they sheould relend funds from N.H.C. on pccrer
terms than is nomal for lccal autheority schemes. (10), ‘

The fact that the N.H.C. has been naking a profit over
the past many yenrs indic=tes that it cruld well afferd to
take ad?itirnal risks, i.e. not having to seck guarantecs
from local authcrities in addition to the security of the houses
of the scecicty. Alsn there is hardly » shcertage of funds,
since one finds depcsits with the Cerinlg and Sugar Finance
Corporaticn t¢ the extent of Shs.1l,6 millicn at 4% intorest
(which could just as well have been gaining 6% and deoing nore

direct gu A being deposited in a Building Soclety such as the.
East African Building Scci<ty, which =& cpposed to one of its

competitors, is nct yet receiving public funds cn deposit). .
But this is a matter for discussicn in a subsequent papor.
Even if thiere were a shortage of funds, the scarce funds buing
allocated cculd hardly comply better with the policy of low-
cost housing than to be used for assi=ting the co-=nperative
housing scecictics.

Once the Ceo—cperative Bank is funchicning, it does appoesr
to be the bost suited institution tto ~dminister funds from the
N.H.Cs apart frem being a new and imprrtant scurce of finance
itself, Theough the Bank is preponsed to be in cperation this
year, it is still not to be counted on as a short term sclutien
to theproblem of financing., First of all becausce it takes time
to organize it and mobilize funds, and sccondly because the !
rate of growth in the hcusing sccistice is likely not teo exceced
the lending power of the N.H.Cs for = couple ofy~ars yet,

If, unlike the Gikomba Society, =& ncw housing socicety
doces not want to start constructicon until they have collected
a largetr sum of money (fer reascns sush as cost-reducticn by
constructicn of several houses at a time) it should be possible
for them t: depnsit their savings in Tha Ce-operative Bank nct
cnly at 6% interest, but alson with a guarantee from the bank cf
being able to borrow a certain rolative sum at a later stage.
The guarantee may ultimately have to be undertaken by the
Government through the N.H.C. or by instructing the Central
Bank to gront re-disccunt facilities for such loans (being
secured by a first mortgage in the-resulting houses).(11) :
Further, on the services of a Co-operative Bank, it shouldbe’
expzcted that the bank in its close tics with -the existing

(10) The C.C. charges 7% interest and requires payment in 10
years instead of 63% over 30 yecars. For a loan of Shs,
200,000/~ it means Shs.271/- more a menth, or an increase
of 11% which by itself may render the scheme non-viable.



ccrmmercial banks, such as is anticipated, shouldbe able to
persuade these to create overdraft facilities fur housing
scciéties while censtruction is under way, subjoct tc the final
loan arrangement being made with the Co-nperative Bank, and to
the plans and progress of the houses being approved beforehand.

Returning t¢ the leong term prospects of the twe kinds of
co—-operative housing sceileties, one building for members only
at reduced rents, 2and cne-building for non-mermbors 2t market
rents.

There. is ne dcubt that the latter has the highest potential
for capital formaticn because by charging 4 rnarkcet rent it will
have a much lower c~mpital cutput ratio enabling it to either.
rcinvestiin the construction of mere heouses ¢r 0 ccusnlidate the
society and inercase the dividends. This samc Aarrangement raises
the problem of tenancy or cwnership, Dealing with a co-cperative
sceiety rather than a public bedy it is infinitely more ;
difficult to dictate a policy. So even though the above argument
is in faveur of tensnecy the peliecy may still faveur ownership. (12)

A solution could be aleng the lines of ~eccepting for loans
frem public sources (including the Co-cperative Bank) enly
sceiceties which would be prepared to issue individual title to
cach heouse, so th~t in case the society defaults, nct all of the
tenant purchasers would have te be evicted, but the house or
hruses could be sg0ld individually accerding t¢« the creaditors
chcices It also givoes the tenant purchaser the right to sell the
hruse at any time. In case of a block of flats, ¢n the nther
han®, much speaks in faveur of = gociety cwnoership or permanent
tenancy. First of 211 the low-cost flats esp..cisnlly have proven
hard tc maintain e teo eccnomic as well as rrganisaticnal
preblems., Secondly, the Building Scciety Act dces net permit
loans to be given to individuals on tha basis «f shar~s or part-
cwnership in a house, Thirdly, it is much 2asicr te find a,
potential buyer frir a block of flats, when theso are collectively
cwned than when thoy are owned individually,

There is no renscn why in the leng run the hcousing
cooperative societics consisting of members with cwnership of
their individual houses should neot pool their preperties as
security fer addivicnal finance in order to build more houses
for new members, This leads us to the formatirm of Co-operative
Loan Sccieties, (13) which is treated in a scparate paper.

(12) Fer social and cther reasons, which is rutlined in my
policy paper ‘'Financing of Housing in Kenyn - some major
issues'. : ' o

(13) Credit sccietics is another name, where as 'Ce-operative
Lean Associatiin' which is the title of » prcvious.
paper deals with a somewhat more advanced system of
.co—gperative financing effort.



Members Registered Membership Share Cap., DNo. of
Shs. House Cots/Unit Remarks
Units

sbangi Housing & Settlement C.3.  African 19.6.65 400 22,000 104
1di Standing Housing C.S. - 26.1.66 37 0 Derogistered

. Houeing C.S. = 26.1.66 (19,000) 0 Officer ran away

with money

ba Heusing C.S. - 17.3.65 50 60,000 4

re Housing C.S. - 4,12, 62 31 1,205 0 In liquidaticn
ia (Meru) Heusing C.S. ? 5.2.64 Over 50 Abeut 5 10,000

tiya Housing C.S. Muglim 19.9.56 139 69,500 0

num Housing C, S. Isnalia 12.9.57 112 2,240 104

ia Highridge Housing C.3S. - 4,5.60 98 2,000

ia Parklands Hcousing C. S. - 4.5.60 61 1,220

se (Mombasa) Buildaing C.S. - 26.11. 48

i Muglim Housing C.S. Muslim 28.5.58 3¢ 1,050,040

. Ismalia Housing C.S. Ismalia 31.5.60

Maslim Heusing C.S. Muslim 254 T«H3



