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TO MY MOTHER



PREFACE

Land Economics is a relatively new discipline of 

study in social sciences as compared to Economics, 

Geography and other similar disciplines. Serious study 

of Land Economics as an independent subject did not 

start until about a half a century ago, because the 

traditional classical and neo-classical economists were 

too much preoccupied with value theories. Space and its 

effect on economic variables and factors of production 

was given scant consideration - and only as an adjunct 

to the study of economic theory in general. Even to the 

present day many people - academics, laymen and 

professionals - are largely ignorant of the subject 

matter of land economics. This is confirmed by the 

number of questions any trained land economist has to 

answer in connection with his professional and academic 

capabilities. In short, the study involves the 

application of economic theory in the examination of 

what affects the supply and demand for land, and its 

market. In a wider sense it involves even the under

standing of space and those factors that influence the 

location of economic activities over space. It also 

examines the implications of this spatial distribution 

of economic activities from many dimensions. Knowledge 

in this study acts as a useful aid in making many 

important decisions concerned with the allocation and 

distribution of the scarce resource - land.
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One cannot overemphasize the importance of the 

resource land to Kenya and other East African countries; 

and the need for the allocation and distribution of this 

resource rationally and (as much as practicable) 

equitably. Important decisions need to be made (and 

are made) at all governmental levels; and at individual 

levels in relation to land resource allocation and 

distribution. A whole discipline of study - Land Law - 

deals with the legal implications of these decisions and 

entire government departments have been set aside to make 

these decisions.

In recognition of this the University of Nairobi 

has appropriately designed a full degree course in 

Land Economics, which has been running since 1967. A 

number of other University academic disciplines, and 

various postgraduate programmes are concerned with the 

study of various aspects of the resource land.

Therefore, it is not only land economists or valuers 

who need to understand the economic principles governing 

the use of this resource. Geographers, Economists, Civil 

Engineers, Architects, Lawyers, Sociologists, and a whole 

range of other professionals seek to understand these 

principles; and therefore need to know them - albeit in 

an elementary way - as aids to their respective practices.
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In the last twelve years I have been teaching this 

subject, and giving it a serious appraisal in terms of 

how best to make it easily understandable in the interest 

of national development. I have read numerous textbooks 

with this view in mind. As I taught the subject using 

these numerous textbooks, my students and my colleagues 

all over these years have asked me scathing questions 

based on what I have tried to put across using paradigms 

derived from these textbooks. These paradigms have been 

scattered all over the textbooks written by professionals 

of varying training backgrounds and disciplines; and 

have been difficult to obtain for use by an ordinary 

undergraduate. Consequently, I have come to a 

conclusion that a serious attempt is required - to 

synthesize the data in this wide field of study; and to 

reduce it into a simplified outline that would, at first 

reading, give the reader a clear idea of the relationships 

between the various topics that make up the subject matter 

of Land Economics.

Most of the textbooks available on this subject 

seem inadequate for this purpose. They are first of all 

too complicated, and therefore incomprehensible by the 

people who need to understand them most. Such people 

are found mainly in the medium and senior candres of 

government and local authority executives who make most 

land use decisions. Secondly the texts are usually too 

generalized, and at times, out of focus in their
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approaches to the subject matter. This is because 

studies in this field fall under various disciplines 

like Geography, Sociology, Economics, Regional 

Economics, Agricultural Economics, Land Use, Town 

Planning, etc. Any book on these and'many other 

subjects touching land economics does so in passing 

and cannot give a novice in the subject Land Economics 

the clear view he requires.

This text aims at trying to fill the existing 

need for an elementary textbook. It cannot cover all 

the requirements of a Baccalaureate degree in Land 

Economics but it will be useful for conducting one of 

the key courses in this degree - Land Economics - which 

I have been teaching for a long time. In addition,

Town Planners, Land Use Analysts, Land Surveyors, 

Geographers, Sociologists, Regional Economists, 

Agricultural Economists, Architects, Engineers, and a 

variety of other disciplines concerned with land use 

will find it useful as a concise introduction on Land' 

Economics. It is expected that after reading this book, 

further reading into Land Economics will not only be 

possible, but interesting and challenging.

The book comprises Part I, Part II and Part III.

Part I deals with the theoretical concepts that influence 

the supply and demand for land and real estate. It 

begins with Chapter I that sets the stage for discussion 

as it differentiates Land Economics from related subjects



(viii)

such as Economics, Regional Science and others.

Chapter two discusses the general theory of factors 

of production, and later focusses on land as a factor 

of production. Chapters Three, Four and Five discuss 

various theories of investment, rent and land values; 

and Chapter Six synthesizes these and discusses the 

equilibrium concepts and land values. A related subject 

to this micro-view called "Housing Market" is discussed 

in Chapter Seven. *

Part II which forms Chapters Eight, Nine and Ten 

discusses the broad economic factors that influence 

demand and supply of land in a region or a town. These 

fall in the broad study area of Regional Economics; 

because land values are affected by economic activities 

and investment expectations in a region: and the region 

is, in addition, subject to the broad economic forces 

in a nation or a group of Nations. Issues like regions, 

regional delimitation, location of economic activities, 

location of industry, urban structure and form are 

discussed here in detail.

Part III, forming Chapters Eleven, Twelve and 

Thirteen discusses the applications of the theory of 

Land Economics by various as planners, valuers, 

economists, etc., and later they discuss the relevance 

of Land Economics to the East African economic landscape. 

Issues of Land Use and Regional Spatial Organization are 

highlighted. The text then goes on to discuss some issues
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related to economic growth and development within the 

context of Land and Regional Economics.

All this should make very interesting reading to 

both the land economics practitioner, the persons 

trained within allied disciplines, and enlightened 

citizens who may need to know something about what makes 

land values "tick". The textbook is designed for a one 

year course for Universities that have annual course 

structures; and for two semesters for those that are 

run on a semester basis. I welcome comments and 

criticisms from all readers in this first edition: 

which I hope to use for improving on subsequent editions. 

I wish all readers a happy time through the text.

George K. Kingoriah 

Nairobi University 

April, 1987.
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PART I

INVESTMENT THEORY AND 

ITS APPLICATION TO LAND



CHAPTER ONE

URBAN REGIONAL ECONOMICS AND LAND ECONOMICS

Economics: Subject and Methodology:

Economics has been defined as a social science 

that examines the nature of resources and the manner 

in which human beings respond to the necessity of 

selecting the most optimum method of allocation of such 

resources.^ This definition implies that first of all, 

we explore into what is meant by "social science", 

"resources" and "optimum method" of resource allocation. 

Science could be viewed from two complementary 

viewpoints, none of which is necessarily superior to 

the other, and none of which is complete by itself 

without the other. One of these views is "static", 

and the other "dynamic". From a static point of view 

science is defined as a system of present interconnected 

principles, laws, and theories explaining phenomena in 

the universe and the universe itself. This view takes 

stock of what exists that is the result of science; 

and what is studied by people wanting to understand 

the scope of science. This view takes into consideration 

everything that has been discovered about natural 

phenomena of the universe as a result of systematic 

investigation by man since the beginning of time. It 

includes all the published material that documents 

empirical and other experimental studies.
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But this alone does not explain the concept of 

"science". Systematic study, and systematic discipline 

does not constitute all there is about science. For 

example, we cannot argue that stamp collecting is 

a science; since a stamp collector could have an 

inventory of stamps since the 'Penny Post' in England 

during the 1840s; and since such a collector has his 

own system of collecting stamps, classifying stamps, 

and having an inventory of how many kinds of stamps 

there are in the world. His stock taking and classi

fication does not amount to scientific investigation.

It amounts to taking an inventory; and once he has done 

this he would run out of his activity. This leads to 

the next question. Since there exists an inventory 

of everything that is "Scientific" in the form of written 

work, would science continue to exist if all research 

work were stopped? The answer is No. Science left 

without research of any kind degenerates into dogma - 

studied as truths, but without further investigation. 

Absence of experimentation and investigation would 

render any growth of knowledge and any further studies 

of the nature of'universally accepted facts impossible.

In that case, science is viewed as a dynamic activity 

wherein people are constantly looking for new truths 

out of the known ones; because all the existing knowledge 

is not known in its extreme form. There are always 

phenomena that have never been fully investigated due 

to the complexity of the universe; and that of the
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phenomena themselves as they interact with countless 

other variables in the universe. Each new discovery 

always stimulates further inquiry into the nature of 

the phenomenon discovered; and so the research activity 

always goes on, perpetuating scientific investigation.

In some branches of science one can measure with 

great exactitude the amounts of variables involved.

He can manipulate the variables in the laboratories, 

and set up control experiments; and thus his research 

findings reflect the accuracy pertaining to dealing 

with tangible variables. The branches of science where 

this kind of variable control is possible are called 

"Natural Sciences" or "Physical Sciences". In other 

branches of knowledge this kind of study is not possible 

due to the existence of too many variables that interact 

at the same time. These 'sciences' are the so called 

"Social Sciences". "Natural Sciences" deal with the 

study of natural phenomena, with perhaps an exception 

of man's behaviour and activities. Social sciences, 

on the other hand, attempt to study the social 

institutions; interactions of human beings, and the 

behavioral aspects of such interactions - hence the 

branch of social sciences classified as "behavioral 

sciences" like psychology. Economics falls within the 

ambit of behavioral sciences because of its concern 

with the behaviour of human beings in relation to the 

scarce resources; and his activity in the allocation 
of such resources.



u

In Natural sciences the 'theory' underlying 

the discipline is generally thought of as being 

completely 'objective' in substance - i.e. independent 

of ideology on the part of the scientist, or the 

political and social structure in which he may work. 

Natural scientific experiments come out the same no 

matter who undertakes the experiment, where, or when 

such experiments are tried; or what political and 

social environment surrounds the investigator.

Although, in principle, this objectivity should apply 

to economic theorizing as well, economics does not 

have that exalted status of an objective science as 

do the natural sciences. This is because economists 

are probably more prone to using subjective value 

judgements - in the choice of the problems to be tackled 

and in conducting experiments - than are natural 

scientists. This view explained above is espoused 

by adherents of 'normative economics '; whereas the 

'positive economics' adherents believe that subjectivity
3can also be possible in the study of economics.

Because of the multiplicity of variables 

interacting in the behavioral context of economics 

it has been necessary for economists to work with 

only 'models', as opposed to 'experiments'. While 

the latter can result in the formulation of 'laws' 

the former can only reveal 'tendencies'. Thus often • 

economists disagree on many results of their models
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because they may be capable of seeing the results 

from a different perspective; depending on which of

the many variables that are taken into consideration.

Despite these shortcomings in the study approach 

and the study context the accepted method of problem 

investigation in all sciences is held by most researchers 

to be the 'scientific method of investigation'. This 

is a universally accepted process of verifying the 

truth from empirical hypotheses on how certain 

phenomena which are the subject of any study are 

affected by the variables, which are themselves 

phenomena. This 'Scientific method' is commonly credited 

to Sir Francis Bacon (1561-1626) who set forth its 

tenets in his work Novum organurn (or The New Method). 

Before his time, answers to questions on phenomena - 

whether natural or behavioral - had been accepted 

primarily by unquestioned belief in authority, either 

based on faith, or conjecture of logic. Becon expressed 

the opinion that these methods of problem solving were 

often wrong. He advocated a process which began with 

the problem for which a solution or "hypothesis" would 

be suggested. This hypothesis, assumption, or 

educated guess then guided the research through 

observation, analysis, synthesis, and finally, to the 

conclusion. The conclusion would only come after the 

hypothesis was thoroughly tested. On the basis of 

the evidence gathered, the hypothesis would either 

be rejected or accepted as an answer to the original

4
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question. During this process, the investigator 

remained objective, and suspended all judgement until 

all evidence was gathered. In the process data would 

be recorded carefully, and precisely.^ In dealing 

with his models the economist behaves in much the 

same fashion, but the complexity of his variables 

prevent him from being as accurate as the natural 

scientist. This accuracy is also affected by his deal

ing with only models with certain subjective assumptions.

Resources and Resource Allocation:

Resources are 'agents' or 'factors' of production 

used in an economy or by a firm to produce and 

distribute goods and services to the human population.
j

They are conventionally classified as land, labour, 

and capital; where each of these names is generic, 

describing a large set of productive services. The 

category 'land' includes natural resources, properties 

of soils and water bodies; or simply the ability to

contain human activities ......  or to be 'built on'.

The term 'labour' summarizes both manual and non- 

manual labour; and capital refers to the services

provided by machinery, buildings, tools, and other
c

produtive instruments. In certain cases the distribution 

between these resources are not clear-cut. For example, 

a worker may be regarded more as a capital good than a unit 

of labour when one is thinking in terms of investment 
in 'human capital 1 through the process of supplying 
skilled manpower/
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The most significant characteristics of these

resoarces is that they are relatively scarce - i.e.

relative to the total flow of goods and services

which the human society desires to produce using them.

This relative scarcity correspondingly creates a

need for their allocation in the process of production

so that the result of their combination (or their

product) can be as much as possible; and can help
7satisfy the human needs as fully as possible. This 

superior degree of satisfaction in the performance 

of resources in the process of production is the so 

called 'optimum allocation' of resources.

In the study of optimum allocation of resources 

economics concerns itself witn the studies of the 

markets for these resources and other commodities 

that are produced using them. All this is aimed at 

finding out which level of production or allocation 

is 'optimum*. This study of markets involves the 

study of demand and supply of all the commodities 

produced using these resources; the study of produtive 

enterprises; the study of consumer behaviour; and 

how all these are affected by variables in the socio

economic environment; like financial and government 
institutions.



8

Land Economics

Although economic theory has a long and respectable 

ancestry, traditional economic theory has been (until 

recently in the 1940s and 1950s ) largely concerned 

with questions of value, resource allocation and 

distribution. Classical economists wrote about the 

evolutionary sequence of economic activity, and their 

formal analysis was related predominantly to a static,
g

spaceless world or a 'wonderland of no dimensions '

This was because, in an attempt to study the market 

for commodities it was necessary to make certain 

assumptions, one of which was a static space. The 

problem of optimum location of economic activities 

and population over space was relegated to a trivial 

position as compared to those questions relating to 

growth and stability of the national economy and the /
9optimum allocation of resources.

Only recently'*'0 did the economist begin to take 

interest in economic activities as located over space’, 

and the optimum location of such activities in relation 

to that of population. Thus, a new and wide discipline 

called 'Urban-Regional Economics' came into being.

This concerned itself with all the topics studied in 

economics and many others, but from a spatial context.

^ T h e  discipline examines the forces governing the 

distribution of economic activities over space; and 

how the spatial setting and dimensions of these 

activities affects the behaviour
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of enterprises, consumers, and institutions. Like the 

pure economist, an urban-regional economist uses models 

and real life data to test his hypotheses on the 

spatial setting of economic activities.

Land economics is a narrower branch of urban- 

regional economics, concerning itself with the forces 

affecting the demand and supply of land as a factor 

of production - i.e. those forces that influence 

optimum allocation of the resource land in the production 

process of consumer goods and services. In this 

'subject' or 'discipline' the theory of economics is 

applied to problems related to the use of land, just 

as labour economics, public finance, and international 

trade are studies aiming at showing how economics can 

explain the causes and consequences of human actions 

in these fields.^

In land economics, the urban-regional economic 

activities are examined with a view to understanding 

their effects or land values (prices) and on the 

distribution of land as a factor of production. The 

model-building tools of the economist are used to 

analyse the causes and effects of land values; the 

land market and those factors that affect them. Land 

is examined as a resource, and the manner in which 

humanity responds to the necessity qĵ  selecting the 

most optimum method of its allocation is examined.

\
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A land economist is, in effect, a regional economist 

specializing in examining the economic forces within 

the region as they affect the commodity land. He is, 

indeed, an economist like the labour economist,

financial economist, etc., and his tools of analysis
... 12 are similar.

Regional Science

An urban-regional economist has a wider scope.

His study centres on land economics, but includes an 

examination of every other economic commodity and 

factor from a regional context. (An urban area is a 

special kind of a region). He belongs to a group of 

social scientific disciplines that have developed 

recently out of the dis-satisfaction with their mother 

disciplines' lack of sufficient concentration and 

attention on activities located over space. In effect, 

a new discipline which includes urban-regional economics 

has come into being out of the realization that spatial 

variables are numerous, complex and multi-dimensional; 

and require a multi-disciplinary attention if they are 

are to be fully understood. The discipline is best 

formed in the western world, and has adapted universally 

accepted tools of study and study methodology - the 

'scientific method'. Although objectivity similar to 

those of natural scientific studies is difficult to 

attain because of the complexity of the study 

it is now universally accepted that use of that method



of study gives the best and the most rigorous

approach to the understanding of phenomena. Regional

Scientists comprise such scholars and practitioners as
economists, geographers, sociologists, political

scientists, anthropologiests, lawyers, engineers,
13architects and physical planners. All these extend 

their areas of study from their mother disciplines to 

the spatial distribution of the phenomena of their 

interest.

Scope of the text s

This book aims at examining Land Economics as a 

sub-discipline of Urban-Regional Economics, Economics, 

and Regional Science in general. The text aims at 

avoiding a narrow approach to the introduction of such 

a complex subject as land Economics. It aims at making 

the student aware of the wider reaches of the subject 

into Regional Economics and regional science. In it, 

a region is assumed to be any definite space with 

internal consistency, homogeneity, and whose component 

parts are contiguous to one another. It can be any 

unit space ranging from a few acres to the entire sub

continent. As indicated later in chapter eight, the 

spatial context of any region depends on the subjective 

definition of it by the people involved in its 

examination. An urban area is considered as a special 

type of a region with its own peculiar problems 

criminating from its unique characteristics. Any 

study of an urban area is therefore regional science;
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and in particular regional economics. It is believed 

that the determination of the value of an individual 

land plot in an urban area, or the value of a farm is 

impossible without clear understanding of those 

factors affecting the unique economics of each urban 

or rural area. The forces operating within these* 

regions influence the location of activities over 

space, and therefore the demand for space itself. The 

availability of space within the area of study 

constitutes the 'supply' of such space or land for 

locating these activities. The interaction of demand 

for land and supply of land determines the 'market' 

price or land value in any particular area. Thus the 

understanding of land economics enhances the under

standing of the causal factors of land values from 

either static or a dynamic point of view.

Part one of this text concentrates on the under

standing of land as a factor of production. The factors 

affecting demand and sup^y^of land; and those affecting 

the renumeration of land as a factor of production 

are examined. The markets for land as affected by other 

forces in the economy are considered. This necessitates 

the consideration of general economic policy and 

economic regulation machinery like fiscal policy; 

monetary situation of the economy and the monetary 

policy; the general level of employment, economic 

activity; and ordinary economic indicators. These 

parameters are examined with a view to investigating
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the causes of demand and supply of investment in real 

property (or land) .... i.e. what determines whether 

or not investors should decide to invest in real 

property.

After concentrating on land and real property, 

and their investment criteria it is expected that 

these alone do not constitute the understanding of 

the market for land and landed property in any area. 

The study therefore broadens; and this text goes on to 

introduce the other causes of the diversities in land 

values - locational factors. Some attention is paid to 

the causes of diversity of land values over space that 

depend on the location of the piece of land under 

consideration.

For example, the supply of land for specific types 

of activities will be seen to depend on how much such land 

is available in specific locations in relation to 

cities, natural resources, natural features, and other 

diverse human activities. The demand for land for 

specific types of development will also depend on 

whether these activities require being located in 

specific locations for their optimum operation - 

besides the general socio-economic circumstances 

prevalent in the economy at a specific time. The 

reasons why some investors demand to locate their 

activities in specific locations, and not in others

therefore be examined in the second part. This 

view will be reflected in a brief examination of
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industrial location, after general considerations 

of location theory. Lastly, land use in East Africa 

will be examined at convenient points in both parts, 

in the context of the existing theory. Analysis of 

this topic will then follow in greater detail within 

the last chapters, to emphasize the spatial setting 

and the environment in which the author works.
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CHAPTER TWO

LAND AS A FACTOR OF PRODUCTION

General characteristics of

Factors of Production

A Factor of Production

According to Alfred Marshall, a factor of 

production is anything required for the manufacture 

of commodities - any means of producing consumer goods 

and services. Classical and neo-classical economists 

have, since Adam Smith, recognized the existence of 

three factors of production; Land, Labour and^C^a^ita 1^

In neo-classical times the risk-taker or the entre

preneur has been classified as a production factor, 

largely because o f  his skill in-the combination of 

the other factors for optimality in production. In 

modern terminology, all these factors would be referred 

to as 'inputs' into the production process wherein 

consumer goods and services are made.

Land is the most obvious input in, for example, 

agricultural production, but economists define land 

as all 'natural resources' (including rainfall and 

other climatic variables) like soils and mineral 

resources. Human beings supply labour; and when they 

get skilled and specialized in managing resource 

combination they supply entrepreneurial ability. 

Capital takes the form of implements, plant and 

machinery, seed, fertilizers, and other materials
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which must be used in the process of production.

When viewed from a productive viewpoint, money (cash) 

has been regarded as 'liquid capital' because it can 

be used to purchase other factors of production as 

and when needed.

Classical economists were interested in the 

problem of how much the receipts of industry and 

agriculture went to each of the factors of production. 

For social and political reasons they felt that it 

was important if they understood clearly how the 

relative incomes of various social groups were

analysis shifted towards investigation into what 

determined the prices of factors of production than 

towards what determined their respective shares of 

national income. Applied economists, like Land
2Economists,remain interested in both questions. In 

this work some exploration is done into the price 

determination (of the values) of the factor land. 

However, before this is done, some of the basic 

principles on the theory of firm require a brief review.

Theory of the firm

Introduction

It is presumed that the readers of this text will 

have some knowledge of economics, and that some of 

the concepts introduced here will be familiar to them. 

However, even those who have not done economics before 

should not encounter any considerable difficulty.
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This is because these concepts are merely introduced

with no elaborate or exhaustive details; so that it

will be possible to discuss the pricing of land as a

factor of production. If there is any doubt the

reader is advised to refer to any element of any
3Micro Economics Textbook.

In figure 2-1 it is assumed that there are two factors 

of production: x and Y which are being used to produce 

a certain product (or consumer good) - all other factors 

required for the production of the same consumer gcod 

are held constant for the sake of simplicity. The

and those of Y are measured along the Y axis. In 

this diagram, the producer can combine the two factors

in different ways, and still he can manage to produce 

100 units. He may use more of factor X and little 

of factor yk or vice versa. In this diagram he uses 

of factor Y and of factor X to produce 100 units
‘A

of the consumer good. Alternatively, he can use Y2 of 

factor Y and X^ of factor X to produce the same 

quantity of the consumer good. An isoquant is therefore 

the locus of all possible combinations of X end Y factors 

that produce the same quantity of the required good. 

Another name for an isoquant is an equal product curve.̂  

If the reader is familiar with indifference curves 

he will no doubt notice that an isoquant in the theory 

of the firm is similar to an indifference curve. It 

shows all those combinations of factors that yield a
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FIGURE 2-1 Isoquants and Isocosts.
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certain quantity of a given product, just like an 

indifference curve shows that combination of consumer 

goods that is capable of yielding a certain level of 

'utility' or satisfaction. However, unlike the 

indifference curves the amount of goods produced can 

be easily measured or counted; whereas it is difficult 

to measure or count utility. This way it is easier 

to visualize 'higher' or 'lower' equal product curves as 
in figure 2-1 (b) . The entire region on the right 

of the Y axis and on top of the X axis is called the 

Iso-product surface. This means that theoretically many

these combinations, a series of them yield individual 

isoquants, which are theoretically packed close together 

'back-to-back' to form this 'surface' or the Isoquant 

map. Readers who have read this theory farther will 

realize that this surface.-of infinitismal distances 

between isoquants - is impossible practically, because 

the tendency is for the firms to produce their outputs 

in whole units. This means that whole unit isoquants 

points can be easily visualized, and may be calculable 

in practice. When these points are joined, the 

resulting curve is angled instead of being continuous 

as the theoretical one.

Isoquants may not cross, because this violates 

their principle. If they were to cross, this means 

that it is possible to get a larger quantity which is 

at the same time smaller than another quantity below it.
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A good analogy of isoquants is that of contours in 

map-reading. If a contour crosses another one this 

is wrong, because it implies that one height is 

higher than another one, but then later (after 

crossing) it is lower than a lower contour!

Rational producers will want to produce any level 

of the quantity of a good using as small factors as 

they can possibly manage. It is for this reason that 

isoquants are never concave to the origin. If they 

were it may mean that the part bulging farthest 

from the origin is on the same production level as

le o]

ends would be using smaller amounts of factors than 

at the "Knee" of the bulge of the isoquant. There

is no reason why a producer could be indifferent to 

this technology situation, because he will choose 
those cheapest points of production at the ends of the 

isoquants, and ignore the more expensive input 

combination at the "Knee" of the isoquant that is 

concave to the origin. Therefore, isoquants have to 

be convex to the origin to maintain the producer's 

"indifference" on the factor input combinations.

Assuming that rational producers are interested 

in producing positive quantities, isoquants will 

always have a negative slope. A positive slope implies 

that a given product can be produced with less of 

both factors of production. Since production factors 

have positive prices a positive slope implies that
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equal production levels can be reached at a lower 

cost down the positively sloped isoquant. No profit 

maximizing producer would agree to use more of the 

factors to produce the same quantity of the product 

when cheaper means are available. This means positive 

slopes of isoquants are theoretically impossible.

There are the three main qualities of isoquants. 

For a better analysis the reader is advised to consult 

elementary economics texts.^ The important thing to 

note is that isoquants represent some form of a
j.'trade off' between factors of production in

for each level of output a producer can give up 

certain quantities of one factor X, in return for the 

use of other quantities of the other Y, and yet he 

can manage to produce the same quantity of his product 

say 100 units .as in figure 2-1 (a) . The slope of an 

isoquant is the marginal rate of transformation., 

between the two factors. At any point on this curve 

the slope represents how much of one factor say y a 

producer is likely to acquire when he gives up a 

marginal unit of the other factor - say X.

To choose the optimum quantities of two inputs, 

the producer or the firm must take the factor prices 

into consideration; and also the amount of money 

available in his account for the purchase of two inputs. 

At any one time the producer is likely to have a fixed 

amount of money for purchasing the two inputs.
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If one input Y costs 1 5 0 / -  and the other input x 100/-?  

and he happens to be having 1 , 5 0 0 / -  for the entire 

process of production he can either use the entire 

money to buy 15 units of factor X or the entire amount 

of money to buy 10 units of factor Y as shown in figure 

2- 2 .

The line joining these two points of total 

expenditure on one factor represent a budget constraint or 

an isocost line. This producer, given 1,500/- of 

the production budget'cannot afford any factors which 

will involve his spending more than the 1,500/-

ie

the combination of the two factors when one is not 

allowed to spend more than a certain amount of money,

(say 1,500/-) for both factors.

If for example the financial outlay of this 

producer is doubled and he has now 3,000/- to spend 

on both factors his new isoquant will be above the 
older one' which means he can afford to buy more 

amounts of both factors, as long as he does not exceed 

3000/-. (Figure 2-2) . , The reader can visualize an 

entire map in the same way as an isoquant map.

Optimal production for the firm at any level of output 

result when a particular isocost is tangent to an 

isoquant. This means that the producer is willing 

to produce that quantity falling on a certain isoquant; 

and to use the amount of money indicated by the 

isocost which is tangential to that particular
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FIGURE 2-2: An illustration of the concept of "Budget lines".
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isoquant. (Figure 2-^). In particular it means that 

he can afford to buy a factor combination X^; Y^.

These factors can enable him to produce a certain 

quantity of the product, as depicted by point A. This 

point is one of the many points available on the level 

of 50,000 unit (isoquant) for example. (Figure 2-3). 

We note here that although he may desire to produce 

60,000 units he cannot afford to purchase the factors 

to produce that quantity, given his budget constraint 

C-D.

If, on the other hand, the

, (assuming that factor 

prices do not change) a family of isocosts ' which are 

tangential to isoquants can be visualized as in
Figure 2-4.

The points of tangency can be joined by a line 

called the scale line. This line defines the 

'technology1 or how tne budget of the producer 
gets varied as demonstrated by the shift of the 

budget constraint o r ’isocost' from A to B to C; etc.

Change in individual factor prices cause changes 

in the slope of budget constraints; implying that the 

rational producer will use more of the cheaper factor, 

and substitute.it for the more expensive one. For 

example, if factor X becomes cheaper than Factor Y 

more of X will be used, and the family of 

isocosts will have flatter slopes. The family of 

isocosts and their tangential isoquants arising under
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FIGURE 2-3 Equilibrium of a product as derived

using Isocosts and Isoquants.
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FIGURE 2-4: An illustration of A Scale Line.
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these new conditions reflect a technology that

is factor X 'intensive' at all levels of output; as

shown in figure 2-5. On the other hand, if Y is

cheaper, each time more of Y can be purchased;

the resulting scale line indicates more use of factor

Y than X because Y is cheaper, At all levels of output

the production 'technology' can then be said to be
7factor Y intensive.

Isocosts, Isoquants and the Total Product Curve.

The relationship between these two concepts can 

be illustrated by means of an example. Instead of 

IMM&fi! X and ^factors ̂ given in ar^i^^exampies

assume that there are 2 factors, Land and Labour; and 

that all other inputs like capital and entrepreneur 

are kept constant. These two factors are involved 

in the production of some agricultural commodity - say 

maize. One worker cannot be expected to produce 

much maize from a square metre of land. Conversely, 

one worker, who tries to farm a million hectares of 

land cannot produce much wheat either in one year, 

if his labour is 'spread' over all that land. Ke 

will not even finish one agricultural operation within 

the year, because of the size of the land involved.

It therefore follows that an optimum input of labour 

must lie within these two extremes.

The total product produced on a fixed amount of 

land can be found by varying the amount of labour 

(i.e. the number of men) employed steadily while
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FIGURE 2-5: Showing alternative production 

technologies using Isocosts, Isoquants and Scale
Lines.
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8land is held constant. Assume a ten hectare tract of 

land, and assume that the number of men is increased 

on that tract of land, and the resulting output of 

maize is duly recorded. Assume also that the land is 

of equal fertility. In isoquant terms this is 

similar to drawing a line parallel to the "Labour" 

axis at the ten hectare level of land, and to allowing

the amount of labour to change along the labour axis,
9while holding the amount of land constant; as shown 

in figure 2-6. The points plotted on figure 2-6 

are illustrated in table 2-1.

likened to contours of the map of a hill, and this 

hill has its highest point. In indifference curve 

analysis this is called the "bliss point", it may also 

be called a universal maximum product point; as at 

B. This means, then, that holding the amount of land 

used in maize production on the ten hectare level is 

like climbing on this quantity "hill" marked by 

isoquant "contours". But then instead of climbing 

directly to the universal maximum point along line OB 

one cuts the "spur" of the hill as at AX. This 

implies a steady climb from A to T - where the 

isoquant indicates an output of 640C0 kilograms.

From this point onwards there is a steady fall 

towards X; i.e. after passing the maximum product 

point at T; along this land 'constraint'. The cross 

section of this 'map' is the so called Total product
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■ /

Each plot is 10 hectares wide. 

All land is of equal fertility.
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curve shown in figure 2-7 below.

Average Product and Marginal Product
The total amount of maize produced on a fixed 

amount of land by a steadily increasing labour input 

as given by the isoquant map on figure 2-6, data on 

table 2-1, and the curve on figure 2-7 depends on 

the amount of labour employed on the ten hectare 

piece of land. Economists call this type of 

relationship a-labour production function, because 

it shows how much output is produced by different 

amounts of labour. In other words, the output in

of workers employed on the ten hectare maize shamba.

The average product at each time can be calculated 

as at table 2-2 and this relationship can be graphed 

as the ‘average product' curve. The average produce 

can be defined as the total output of a good devided 

by the number of units of a factor of production used 

to produce that good. In this case, -considering 

figure 2-6 the amount of maize produced at each 

isoquant would be noted, and the number of labourers 

used to produce that good would also be known along 

the labour axis. Each time, the cumulative total 

product would be devided by the cumulative number 

of men used to produce it. The results are shown
in table 2-2.
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FIGURE 2-6: Derivation of the Total Product Curve 

from a family of Isoquants. Point B is the highest point 

on the Isoquant hill map. Here the land available is held 

constant while labour is allowed to vary.
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FIGURE 2-7: A labour production function: usually 

called a Total Product Curve. It shows the total amount 

of maize produced each time labour is increased.
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Plot No. No. of 
Workers

Total
Product

Average
Product

Marginal
Product

1 1 10000 10000 -

2 2 23000 11500 13000
3 3 38000 12660 15000
4 4 52000 13000 14000
5 . 5 60000 12000 12000
6 6 63000 10500 3000
7 7 64000 9140 1000
8 8 63000 7870 - 1000 ■

mm**-. m m m a m9 9 60000 6666 - 3000
10 10 50000 5000 -10000

Table 2-2: Total Product, Average Product, and 

Marginal Product of labour - the 'Variable factor' 

on the 10 hectares of the 'fixed factor' land.
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The marginal product, on the other hand, is the 

additional total output which results from the 

addition of one unit of the variable input. In this 

case* the ’variable Input' is labour; as opposed to 

the ’fixed input' land. The marginal product can 

also be deduced from the increases in total output 

each time one unit of labour is added to the 

variable factor; as shown in table 2-2 > and Figure 2-8.

Continuous increases in one factor (labour), 

while holding the other factor (land) constant 

eventually leads to a decrease in the per unit

* < « « w A P u t p . u t * o f  - t h e  - n u i r t n m M i i n  i n  'i~
the marginal products increase at first, each time 

an additional man is added to the labour force, but 

then decline later with each addition of a person to 

that labour force. However, at this time, the 

marginal product drops faster than the average 

product. The system of maize production is then 

said to be subject to the law of diminishing returns.

A production function *is said to be subject to this 

’law1 with respect to its marginal product. Changes 

in the variable factor increase the production 

function by increasing amounts (marginal product) 

each time an additional labourer is added. After 

some point, these increases become smaller and 

smaller, causing the total product to grow at a 

slower rate. The additional growth in the total 

product due to an additional variable factor input
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(marginal product) would 'diminish' after some point.
Figure 2-9.

Economists have divided the production function 

into 3 stages. Figure 2-9. In stage 1 the average 

product rises throughout and reaches a maximum at the 

upper boundary of stage 1. During this stage the fixed 

factor, land, is present in an uneconomically large 

proportion compared to the variable input - labour.

At the boundary of stage 1 and stage 2 the average 

product begins to decline. During the time when the 

average product is on the increase the marginal 

product increases at a faster rate as shown by the 

increasing • slope VS¥'^he Tbi£&I* Prdcfifd'tf lCurveT**1tn thls^**'‘f**6* ^  

stage the total product curve (TPC) slope changes from 

an increasing 'mode' to a decreasing one and the 

marginal product reaches its maximum; later it begins 

to decline; causing the average product to stop rising.

The upper boundary of stage 1 is the place where the 

marginal product (MP) equals average product (AP). After 

this point the average product begins to decline as well, 

and the MP declines faster than the AP. This is the 

phase known as stage 2; which ends when MP crosses 

the labour axis and becomes zero. At this time the 

AP is positive and the TPC is now curving on the way to 

bending downward. The end of stage 2 is reached when 

the TPC is maximum, i.e. MP = 0; ushering in stage 3; 

when any additional unit of labour decreases the total 

product. This means that the MP are negative,
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stages of the Production Function.
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although AP may be positive. No Rational producer would be 

expected to go very much into this stage. In fact, most 

producers are profit (or product) maximizers, and they prefer 

restricting production in stage 1 where an additional unit of 

labour gives the highest marginal returns. The point of 

production depends on the philosophy of the firm, whether it 

is a sales maximizer, product maximizer or even a satisfier."^

Total Cost, Average Cost and Marginal Cost.

These are the 'duals' or literally 'mirror images' of 

the counterpart concepts bearing their prefix names and 

related to the total product curve. For example, when the 

total product is rising according to figure 2-10 this means

that the total returns from the variable factor are increasi n g ^«***•-*« imbmwv
and therefore the increases in total costs are falling each

time one unit of the variable input is added. (See diagram

2-10 C) . When increases in total costs are declining it means

that the average costs and the marginal costs are declining

as well; as in diagram 2-10 D. When marginal costs are

examined in this diagram it can be seen that they decline

faster than the average costs. This means that one additional

unit of the variable factor must be able to affect the cost

of production in such a way as to cause relative decline of
12the total cost curve and to pull the average cost curve.

After a certain stage the increases in total costs reach 

their minimum point and begin rising; as shown in Point X of 

diagram 2-10 C. This is the point of inflexion on the total 

cost curve; where it changes direction and begins rising.
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FIGURE 2-10. A directional and 
conceptual relationship between the Product 
Curvesrand Cost Curves.
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At that point, the Marginal costs are at their minimum, but 

the Average Costs are still falling. This point is found 

around the middle of Stage 1. Rises in Marginal Costs imply , 

that additional variable factor inputs are adding 

proportionately more to total cost every time. This becomes 

eventually sufficient to pull up the average cost curve as 

described above. Throughout stages 2 and 3, Total Costs rise 

at an increasing rate: and this implies that Marginal Cost is 

increasing, or the slope of the TC is becoming sleeper and 

steeper. Mathematically and diagramatically, it can be shown 

that the Marginal Cost follows the total cost in the increase 

as in diagram 2-10 D.

In the theory of the firm, the total product can be 

translated into total revenue by multiplying each total units 

of the product with price. Marginal product is multiplied 

by the price of the additional product to give marginal 

revenue. Average product is similarly 'translated' into 

Average Cost. A profit maximizing firm, which will be assumed 

in this text will be expected to strive to equalize marginal 

revenue with marginal cost. The output where marginal 

revenue is equated to marginal cost is the firm's profit 

maximizing product, and such firms are expected to adapt that 

'scale' of production, if they behave rationally. In 

figure 2-11 the difference between the selling price of one 

unit and the average cost of one unit, C^ is the maximum 

profit. A profit maximizing firm will be expected to fix 

its 'scale' of production, and always keep on producing the 

product Qq units. Any product lower or higher than that 

would yieLrJ less profits than minus C^.
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Marginal Revenue (MR)

_________ i------- -- ------------------------- -—
0 <3% Output

&

FIGURE 2-11. The cost and revenue curves of a 
profit maximizing firm, showing the quantity which must 
be produced to maximize profit.
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Demand for Factors of Production

Demand for Factors: Demand Curve

Once the marginal product curve of any factor 

has been derived, the Marginal Revenue product 

curve can be derived by multiplying the marginal 

quantities the goods produced with the price of those 

goods. This curve has the same shape as the marginal 

product curve, because all the points along it are 

price functions of the marginal product. The marginal 

revenue product curve forms a basis for analysing 

factor prices. An average revenue product curve can 

4m also be. derived resulting

from the sale of all the products by the total number 

of the units of each factor that has been employed in 

the production.
In a monopoly or a monopolistic competition 

situation, or in an oligopoly the price of any product 

varies with the amount of that product that comes on 

sale in the market. This means that whereas firms 

are generally faced with increasing total revenue 

curves (total product times the revenue earned by the 

sale of each product) because of additional sales 

resulting from additional factors that are in the 

market? the marginal revenue earned from each unit 

product is on a steady decline. It must be remembered 

that the more of a product is available in the market, 

the less the price. Therefore a monopolistic or 

monopolistically competitive firm has to decide how
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much of each factor it can employ to increase 

production, and therefore the revenue. However, 

armed with this knowledge) that the marginal revenue 

of its products is decreasing) the firm is careful not 

to employ more factors that will cause significant 

decline in the marginal revenue. The firm is also 

careful not to hire any factor for any amount, unless 

such a factor can produce an equivalent marginal 

amount. An additional factor is hired only for the 

marginal product it will produce. The demand curve 

for any factor of production is therefore 

the marginal revenue productivity curve of that 

factor. The demand for any factor is therefore 

derived demand,, since the factor is demanded because

of the goods that this factor can be used to produce; 

and the factor is paid only for what it can produce. 

The demand for factors of production is therefore 

'derived' from the demand of the product it is used 

to produce.

This is a very brief arguement about the 

derivation of the demand curve for the factors of 

production; and the reader, who happens to be un

familiar with economics is required to understand it 

intuitively, and match the arguement to the concept 

of the marginal revenue product. Otherwise any

standard economic textbook will clarify any
13outstanding doubts.
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Any firm employs more than one factor of 

production. A firm will always try to minimize the 

production costs and maximize profits. Therefore, 

all the inputs in the production process are 

adjusted to ensure profit maximization. The value 

of the marginal product of each firm is equated 

to the marginal costs of the production. The 

marginal cost happens to be that which has been 

incurred when purchasing additional factor inputs that 

produce the marginal product. This still retains 

the arguement that all marginal products resulting 

n vfrom the additional factor inputs.are equal to

marginal costs for a profit maximizing firm. Each of 

the demand curves for these factors is therefore

the valueor tbie marginal product, or "the margina. 

revenue product curve.

Therefore factors of production are not needed 

because of their own right, but because they are 

used to produce consumer goods. Demand for land is 

derived from the demand for space. Almost every 

economic activity requires the physical space where 

it can be located. Very few activities are centred 

in mid-air, and very few occupy only a small space. 

Economic activities result in the production of 

goods. When the demand for these goods increases, 

the firms begin looking for space, whereon to locate 

their productive activities. Space is land or land 
based; and space happens to be one of the indispensable
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in the production process. Increases in 

for goods, somehow, means increase in demand 

id on which these goods are produced. We can 

2ntion that demand for labour and capital is 

I from the demand of the goods that they are 

ir singly) needed to produce. Increases or 

ses in the demand for the consumer goods causes 

ses in the demand for all factors used in their 

:ion. Thus demand for all factors of production 

rived demand" from that of the consumer goods

2d by means of these factors.

:ity of factor demand.

laving identified the demand curve for factors 

luction the concept of elasticity requires a 

tic i ty$6 s^gen e r
| as a measure of the responsiveness of the 

ly of a good in demand to changes in price. 

Elasticity), The concept has been extended

■

kure such responsiveness in the quantity

fc to changes in income (income elasticity),I
Jin demand for other factors (cross elasticity)

An. In simplistic terms, the concept of
'

■ty defines changes in the quantity of a good

rjd, with respect to changes in another 
I 14e. In considering the elasticity of demand 

actor of production several factors that 

ce elasticity of demand should be borne in mind.

i
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(a) The price of that factor, and the factors 

that influence the price. This helps 
discover the cause of price elasticity

of demand for the factor of production 

under consideration.
(b) The availability of substitute factors in 

the process of production? so that if one 

factor turns out to be too expensive it 

can be substituted by incorporating another 

factor of production in its place, within 

the production process.

(c) The elasticity of demand for complementarypi* •
factors of production, such as labour-and 

capital. This means that if other factors

produced without them, the quantity 

demanded of those factors will fall; and 

even that of the other factors combined 

with them will also fall. This is cross 
elasticity of demand.

(d) The vitality, necessity, or value of the 

goods the factor is producing. Seme goods 

are absolute necessities with inelastic 

demand curves. This means that a change in 

price of these goods does not influence 

the quantity of the goods that the 

consumers want. An example of a good 

with inelastic demand is a drug that is
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utilized to cure a rare disease. Demand 

for factors or inputs used in the 

production of those goods whose demand 

is inelastic is also inelastic.

(e) The availability of incomes to the producers 

for purchasing the factor - or the financial 

and economic position of the producers 

(producer income elasticity).

(f) Factor mobility to those places where they 
are required in the process of production. 

Mobility of factors ensures that in any 

location, if the factors become expensive

substitute factors can be taken from 

alternative locations; or to alternative

take the place of the more expensive factors.

(g) The span of time in which the factor is 

required in the production process.

- ■ • Price Elasticity
The quantity of any good, including the factors 

of production that is demanded depends on the price 

of this good. This is the idea behind the Marshallian 

demand curve. The slope of an ordinary demand curve 

is a measure of the elasticity of demand of the goods 

under consideration.15 Each good, hence each factor, 

has its own individual demand curve. This means that 

factors have individual measures or magnitudes for 
their individual elasticities of demand because their
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individual demand curves have different slopes; 

measuring the differing rates of change of the 
quantity of each factor that is demanded as the price 

for that factor changes.

Land, for example, is an absolute necessity in 

most production processes; because, as we have 

already mentioned, each production process requires 
space. Generally speaking, demand for land is 

inelastic. On the other hand, labour and capital 

are fairly more price elastic than land. An 
increase in wages nay cause employers to reduce the 

amounts ,of labour employed; and an increase in the 

price of capital may have producers to substitute 

labour for machines, etc; but demand for space can

or space demand is therefore price inelastic.

!" • _. Substitutes

It has already been pointed out that if a 

factor of production has many substitutes, an 

increase in the price of the factor will cause 

producers to substitute it with other substitute 

factors of production. Labour, capital, and even 

entrepreneurs have many substitutes when individual 

units of these factors are considered. However, 

land has very few substitutes, because of the demand 

for space by all activities. This is because of 

the physical immobility of this factor that brings
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in the location factors. For example, there is an 

aspect of spatial monopoly of land near cities, at 

city centres, etc. In places where land is in high 
demand other land cannot be "called" or brought 

from some distance to satisfy that demand. Land at 

places where it is in great demand, like at city 

centres, has inelastic demand because it is the only 

one that could be used in those locations. Some 

agricultural land may be suited to one kind of 

production because of soil conditions, and may not 

have close substitutes nearby. So the demand for 

such land is inelastic.
. . .  '.ir •.H’F -' ■

When considering other factors, labour could be 

specialized in the production of a certain good.

for a specific production process. In this case 

demand for such specific factors will be inelastic 

because there are no substitutes that could be used 

when the price of these specific factors increases. 

This reveals the fact that factors which are specific 

in a certain production process, with no easy 

substitutes have inelastic demands. Specificity 

implies lack of substitutes in the production process.

Cross Elasticity

Tnere is some cross elasticity of demand 

between factors. For example, in times when the 

economy is such that purchase of capital is difficult
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due to a credit squeeze, etc, the demand for capital 

goods (machinery, etc.) is low, because there is no 

credit money to purchase such capital. If there is 

no capital for use in the production process, demand 

for labour that is required to operate these machines 
is low; and similarly, demand for space whereon to 

locate these machines and the entire production 

processes is low - hence demand .for land and landed 

property.
Elasticity of demand for consumer goods may also 

affect that of factors of production. For example: 

demand for maize products, beans, (etc.) in the 

market may cause a rise in the demand for agricultural 

land that is used in the production of these products.

>rofe<

lawyers, architects, accountants, land economists, etc. 

This causes increase in the demand for office spaces 

in which to house all these professionals;

and therefore demand for land situated in towns. 

Elasticities of demand of these "goods" are therefore 

interrelated. If the demand for goods and services 

is inelastic the demand for factors used in the 

production of these goods will also be inelastic.

Income Elasticity

If everybody had unlimited income and

resources to purchase the commodities they need 

whenever the need for such commodities arise, these 

commodities would be purchased at whatever cost.



However, for economic reasons outside the scope of this 

introductory work money is always scarce, and so are 

other income generating resources. It follows, 

therefore, that the higher priced commodities are out 

of reach from the people with low income. Human 

beings are also not equally endowed with wealth; and 

this fact has created differences in income among 

people.
In the same way, different producer firms 

have sources of income of differing magnitudes, because 

they derive their production money from risk takers 

or entrepreneurs with different financial abilities.

The firms will therefore take their income into 

consideration at the time when they are thinking about

W i c n r e s  oiirces to employ, and how much of each should 

be employed for their productive objectives. It 

therefore follows that the choice of factor combination 

in the production process (choice of technology) by any 

firm will be made by the owner of a firm taking the 

income of the owner of that firm into consideration.

If the price of factor inputs rise within a particular 

production period the lower income firms tend to 

economize on the production costs by substituting 

the less expensive factors for the factors that become 
more expensive.

Therefore, the higher the price of factors, the
less able the lower income firms are to afford
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them; and the greater the tendency for most of this 

kind of producer to substitute cheaper factors for 

these more e xp e n sive  factors. A  good example about this 

fact could be discerned within the current (1980s ) 

trends of energy usage with the increase of oil 
prices. Running most machinery (capital) which 

require petroleum products is becoming increasingly 

expensive, and there is a tendency towards labour 

intensive technologies - or other energy saving 

technologies in an endevour to save energy, and to 

cut on the costs of production. This is an incidence 

of factor price elasticity. Factor prices have gone 

up, or at least the cost of running production 

capital (machinery) , and firms are substituting cheap

conclude that currently, the demand for "energy” 

hungry factors is "price elastic'.

Some firms feel the pinch of a rise in capital 

running costs more than other firms, and the low- 

income-earning firms are the first to feel it.

Some high income earning firms are continuing (at 

least theoretically) with more or less the same level 

of factor combination as before, because they can 

afford it. In this case, demand for 'energy 

hungry' factors is income elastic.’ An analogy of 

this exists where some people afford running high- 

powered and high fuel consumption cars, despite the 

rise in petrol prices. It could be concluded that
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the higher the income of some firms the more they use 

these energy hungry factors. Increasing the income 

of the firms therefore may cause the increase in the 

consumption of energy hungry factors. On the other 

hand, if the income of any firm is decreased, that 

particular firm can no longer afford to employ 

these energy hungry factors because of the rise in 

their prices. There will be a tendency to substitute 

factors with cheaper running costs for these 'energy 

hungry' factors.
dSome factors are inferior goods in the process 

of production and are likely to be abandoned by any 
firm when its incane increases. Most factor inputs 

have some degree of income elasticity; because the

tendency for most firms (producers) to increase the 

scale of factor combination, and therefore, scale 

of output.

In the developed economies with low unemploy
ment levels labour is scarce, and therefore the 

price of labour is high. Consequently there is a 

tendency for the firms to adapt capital intensive 

technologies, resorting to high mechanisation in the 

production process. Due to firms competing for 

sites with the highest accessibility with respect to 

space within cities or regions, land values in the 

most accessible centres or city centres is very 
expensive. The carbination of technology by either
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substituting cheaper land for the expensive city land 

or hiring space in multi-storey office building, where 

more capital (in the form of building materials), and 

more labour has been utilized to provide space that 

uses the least land possible. This is the reason 

why it is logical to build multi-storey structures 

at the city centre. Here land has been replaced by 

labour, capital (in the form of materials and funds), 

and professional services of architects, lawyers, 

quantity surveyors, etc., that are involved in the 

construction of multi-storey buildings.

In times of credit squeeze, loans may not be

available for purchase of land. So .the income level 

potential of prospective land purchasers in low.

out small investors from investment in landed property. 
Here is then an instance of income elasticity with

respect to land and landed property....  such that

with less income, less land is purchased. When the 

credit squeeze is lifted, or in times of easy loan 

facilities more investment in land is possible; more 

of this factor is purchased the higher the disposable 

income. Land is therefore income elastic.

Factor Mobility
Theoretically, a rise in the prices of factors 

of production in one location should induce identical

factors from lowly paying employments or from other
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locations to move to the employments or locations 
offering this higher financial remuneration. A change 

in wages in one location for the better should 

attract labour from neighbouring locations to high 

wage locations. If one firm offers higher wages to 

one kind of labour than other firms it tends to 

attract labour from other firms to its payroll.

Labour therefore tends to move to those areas, or 

those kinds of employment where it can command the 

highest renumeration.

A high rate of profits in one production 

process tends to attract entrepreneurs from the 

alternative processes to the higher paying one.

Capital or investment funds are also channelled to 

SS#3(|the -h ig h e s t .?p a y jn g  p i ^ ^ c t i o n ^ p x o c e ^ i ^ ^ ^ i S j e J j i i O .g e  

use, land tends to move to the highest best use.

If flats or apartment blocks command highest rents 

than bungalows and misonettes, then more land is put 

to flat construction than to bungalow construction.

Old bungalows may then be demolished to give way 

(space and factor input land) to multi-storey flat 

blocks. This is what is called factor mobility, or 

the ability of factors to change from one process of 

employment to another; or to move from one location 
to another.

What about if factors cannot be easily 

substituted, because they are incapable of moving 

from one employment, or one place to another?
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Factors are then said to be immobile. In the use of 

labour some older and middle-age people may have so 

many commitments in the current place of employment 

that they have a low tendency to change places of 

work. School children, easy transportation, cheap 
housing, mortgaged property, etc; are some of those 

considerations that may keep the older members of 
the labour force from moving easily from place to place, 

or even from employment to employment.

Some factors, like special types of capital 

(machinery) are made for only one particular

purpose, and cannot be used for any other production 

process. These items of machinery are said to be 

"specific" to the process of production for which

Specificity or immobility affects the elasticity 

of demand for these factors so that in the case of 

specialized labour or machinery the demand tends to 

be inelastic, because they are the only factors 

that can produce certain items. A rise in their 

price does not change their quantity that is 

employed in certain firms. Demand for unspecialized 

labour, on the other hand is elastic because of 

its high mobility and the ease with which any 

section could be replaced by labour from other 
locations and/or employments.

Land . on the other hand, is one of these 
factors that is not easily substitutable because most
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production processes are based on it. So, in 

general, demand for land tends to be inelastic.

To compound the matter, land cannot be physically 

moved from one situation to another. An increase in 

the demand for land in one place cannot therefore 

be offset by a movement of land to where it is 

required most. Therefore, in specific locations, 
especially in city centres, demand for land tends 

to be highly inelastic. Producers tend to continue 

using land in certain locations despite its increase 

in price. Also, due to the continuous increase in 

the human population the amount of land per person 
is decreasing. New land cannot be "created" with the 

current technology. An increase in the price of land, 

in,*crenera±v^cannot~ tnererore eause a'notice 

decrease in the use of land as a factor in the production 

process. Demand for land is therefore price inelastic.

It is also income inelastic because no matter how 

much income a firm has it still requires space on 

which to base its production processes. Generally 

speaking, demand for land is therefore inelastic.

Effect of Time

In general, demand for any commodity is more 
elastic with the passage of time. Within long time 

spans all the variables and parameters affecting 

the elasticity of demand tend to be altered and 

relaxed. For example, substitutes may be obtained



60

for specific factors that cannot have substitutes in 

the short run. This means that specific factors 

whose demand is inelastic in the short run may have
elastic demands in the medium and in the long run. 

Incomes of firms may change, allowing more expensive 

factors to be purchased. These may have been income 

inelastic in the short run, but because of higher 

disposable incomes available to producers their 

income inelasticity may decrease, because people 

can now purchase larger amounts at any time. Also, 

because of their higher income they are not "chased off" 

from the use of one factor, simply because it is 

expensive. In other words need for stringent 

economy measures in the production process decreases
margir&l^

utility for money of the producer firms.

Over time, factor mobility increases, and this 

tends to provide an opportunity for substitution of 

specific factors with other factors that cannot be 
available in the short-run. Specific factors, whose 

demand is inelastic in the short run, tend to have 

more elastic demand in the long run. In the long rur, 

land that is used for residential purposes could be 

available for office use through change of use.

Overall demand elasticity for office land may therefore 

be affected by increased change of use of land from 

residential land to office land. A rise in price of office 

land in a certain location may cause a reduction in



quantity of land used for offices in that location, and an 
increase of land used in alternative locations that

were previously used for residential purposes in the

short run; and were therefore not available for 
offices within that time span.

With time, it is possible to manufacture 

alternative items of capital to take the place of 
specific machinery. This increases the elasticity of 

demand for old types of machinery (which was 

previously specific in the short run) over time.
In short, the elasticity of demand for goods 

in^general, and production factors yin particular could 

increase, or decrease, depending on the market 
circumstances of the factor inputs under consideration 

FacT6rs"ic6in'9"’€u,rh out" toHftave^inore~elastTc or 

inelastic demand curves over time.

Elasjt-icity of Demand for Land

We have seen, that the demand for land is 

inelastic because there are not very many substitutes 

for space. Most activities producing vital 

commodities like food, other production factors, etc., 

are based on land; and therefore land is likely to 

be used in approximately the same quantities no 

matter what its price is. Land, as a factor, is 

immobile in the short run. Therefore, demand for 

land tends to be inelastic in specific locations, 

and for specific purposes within this time span.



This is because, as we said earlier, cheap land 

cannot be carried from one location to take the place 

of more expensive land in alternative locations.

Most factors, including land, are fairly price 

elastic. Producers tend to substitute cneap^er factors 

for the expensive ones. As far as land is concerned 

this is only largely true in the long run. In 

addition, as mentioned above, land is an absolute 

necessity in most production processes. This fact 

introduces more inelasticity of demand that tends to 

counterbalance any income or price elasticity of 

demand that land may have in the short, dem±Qm and 

long run. Therefore, at lower disposable income levels, 

and at higher ones the same amounts of space is needed 

for the location of productive activities. Also, the 

same amount of land is required whether or not prices 

change in the-short-term. Therefore demand for land 

is inelastic.

Besides, land is required as wealth for its own 

sake in most Western market and 'mixed' economies.

The more land an individual has, the wealthier he is 

considered to be in these economic systems. Land is 

therefore owned for its sake and a considerable amount 

is hoarded to serve as a mark of wealth. Generally, 

the higher the income the more land tends to be required 

by the rich individuals; and this tends to increase the 

income elasticity of land.

As shown above, demand for land in the long run 
tends to be more elastic than in the short run
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because land could be replaced by other factors; and 

less of it could be used than in the short run. A 

change of use could take place, affecting most land 

that is committed to specific uses in the short run; 

and making more land available for any use. In the 

long run, an increase in the price of one parcel plot, 

or tract of land may cause it to be abandoned for 

cbeper alternatives elsewhere, or for alternative 

factor inputs. Therefore an element of price 

elasticity may creep into the demand for land within
i

this time span. However, this is insignificant.

' ■-> Supply for*̂  Factor s' byproduct ion

The quantity supplied of any commodity depends

market; all other factors remaining constant. In 

economics the word supply means a schedule of 

possible prices, and the amounts that would be sold 

in the market at the prices. No simple statement 

about other variables affecting supply (except price) 

can be made because the analysis of supply is much 

more complex than demand. However, some other 

variables in relation to supply can be mentioned - such 

as prices of closely related commodities. The supply 

of pigs, for example, can be affected by the price 

of the pig-feed. The supply schedule of labour 

depends on the earnings of labour - the wage rate.

For a general analysis of the other factors affecting
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supply of commodities the reader is advised to 

consult an elementary economic textbook. The supply 

of factors of production could be affected by the 

prices of substitute factors that could be used in 

the same production process. The availability of 

substitutes affects the demand for alternative factors 

in the market generally, and their price. Because 

of the general price level, the producers of a 

particular factor respond accordingly; and supply the 

quantity of this factor that corresponds to the 

existing prices. The prices of those inputs or 

implements that are used to produce a factor can also 

affect the quantity of this factor that is supplied. 

This is because high costs of production derived from 

rhe price ™  r1 raeror proauciifg^^ilpurs tenaro "deter 

the production of factors, and therefore the quantity 

of these factors available in the factor market.

Generally, a firm producing any factor of 

production will tend to equate the marginal revenue 

obtained from the sale of the extra-factor to the 

marginal cost of producing the extra factor. It 

therefore follows that the producers are unwilling to 

spend more money to produce a factor than they can 

marginally earn by the sale of this factor in the 

market. Assuming perfect competition the marginal 

revenue earned by the extra-factor is equal to the 

market price, or the average revenue. The factor 

producer will therefore equalize his marginal costs
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with his marginal revenue that happens to be the 

market's average revenue.

In the short run, therefore, all the factors 

that the factor producer can produce have to be sold 

at the average market price. This way, his short- 

run average factor cost will equal his marginal cost 

which does not have to exceed the market average 

price, or his marginal revenue. If the factor prices 

on the market rise, this relationship will persist at 

a higher market price, namely Average factor revenue 

at the market is equal to Average factor Cost = factor 

producer's marginal revenue = his average factor cost.

The locus of all the points bearing this relationship 

becomes the average factor cost schedule, or the

9^€ors of^pr^duction for an^*?irm. 

Therefore the average factor cost (AFC) is the supply 

curve of any factor to any firm (Figure 2-13)* AFC shows 

the actual prices that the firm has to be paid to produce 

different factor quantities in the short run. For firms 

consuming the factors this is the price they offer for 

their inputs. It equals the marginal revenue earned by 

the producers for employing these factors.

The interpretation of the supply curve for 

factors of production, and that of AFC depends on the 

factor under consideration. Theoretically, the supply 
curves are derived analogously from the AFC

supply curve oi
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prevailing in the market^ but there are certain 

modifications to each factor that need to be stated

hereunder.

(a) Supply Curve of Labour

The supply curve for labour is derived from the 

fact that labour tends to 'trade off' leisure hours 

with the number of hours of work. Theoretically, a 

person need not work if'the amount of money he is 

offered at the market does not pay, or does not yield 

him the pleasure he is deriving from leisure. At a 

specific wage level he will work only to sustain 

himself^* but then relax off because more work is not 

attractive. An increase in the amount of money he can 

earn per unit time - say -per hour may attract him

towards doing more work, because more work pays. 

Farther increases will make him offer more of his 

services. His supply of himself or his service 

time depends on the wages available in the market per 

unit time, which is balanced with loss of marginal 

utility derived from leisure hours.

This relationship persists with increasing 

wages for service time, until at a certain point, when 

the wages are high enough, and working becomes, some 

kind of an inferior good. After this level less work 

is offered at increasing wages because better paid 

people will tend to offer parts of their salaries to 

others to purchase leisure time. These other people
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work for them while they relax. The highly paid may 

hire other labour to help him in his work - sub

contract, etc.

Figure 2-12 is an indifference curve map or 

surface which demonstrates a trade off between work and 

leisure hours for a certain type of worker, offering a 

certain quality of labour services. The map has the 

origin on both the right hand side and the left hand side 

and the left hand side in order to be able to eventually 

achieve a positively sloped supply curve for labour and 

to indicate trade off between leisure and work hours. The 

indifference curves indicate a trade off between enjoyment 

of leisure hours and the pleasure derived from the pay per 

working hour. Shs. 50/- per hour, for example, he is 

prepared to work for 14 hours 40 min; and so on along any 

‘ >roric6*'c\lrveC'

The budget lines indicate the total working hours 

available, and how much money he can be paid at any going 

rate per hour. The point of tangency between the budget 

line and the indifference curve indicates the equivalence 

between the total paycheque available at the going rate, 

and how much money he can have due at that rate due to his 

leisure requirements at the rate. It is the labourer's 

equilibrium; where the amount of money he would like to 

earn equals that money that he actually earns.

The diagram implies and indicates that at very low 

pay - very much below 5/- per hour a labourer will 

theoretically work very few hours of his total 24 hour 
day and will prefer leisure time (in which he can do other
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more satisfying things) much over 16 hours per day. Above 

150/- per hour work becomes an inferior good and the worker 

sub-contracts some of it to others. He thus begins working 

less the more he is paid per hour. The intersections between 

the budget constraints and these indifference curves can be 

joined together as in figure 2-12 to form the supply curve 

for labour. The entrepreneur is a specialised form of 

labour, and his supply curve in terms of man-hours is similar 

to that of labour of high incomes.

(b) Supply Curve for Capital

The exhaustive study of the supply for capital involves 

a complex analysis, and it cannot be treated adequately in 

this general introductory work. However, a general 

introductory analysis follows where the main aspects 

affecting the supply of capital are taken into consideration.

, t. It is important to split the concept capital into its

main sub-components: namely, money or liquid capital, real or 

fixed capital, and circulating capital. Money or liquid 

capital is stocks of money in an economy, or held by individual 

firms as a result of past saving. Real or fixed capital 

comprises durable goods such as buildings, plant and machinery, 

and circulating capital consists of stocks of raw materials, 

semi-finished goods, components, etc., which are used up 

rapidly in the process of production. These different 

components cause the complexity in understanding the nature 

of the supply of capital in its different forms.

Money or liquid capital is supplied according to its 

Price in the market. Any entrepreneur requiring money as an 

input will be interested in maximising profits. He will there

fore not hire "the money" f o r  more th an  he can earn  from  i t .  So the r a t e



70

of interest offered is such as to enable these firms 

in sum to maximize profit. Although the theory of 

interest is complex, it can generally be said that 

the interest prevailing in the market reflects the 

sum total of the entrepreneurs' profit maximizing 

functions where the marginal cost of one input in 

every case is equated with its marginal revenue.

The rate of interest in the market varies with the 

possibility for maximizing profit open to entrepreneurs. 

The higher the rate of interest the more people will 
be induced to save, and the more the supply of liquid 

•^capital available*for investment. The supply of 

liquid capital is therefore a function of the rate 

of interest offered for it in the market.

Circulating capital is intermediate goods in the 

process of production. Their supply depends on their 

going price at their market - that faces the producers 

who are willing to utilize them. In a similar analogy 

to that discussed before,the supply of circulation 

capital depends on the average price it is offered at 

the market or its average revenue - which must equal 

its average production price or average factor cost; 

or marginal cost under perfect competition conditions. 

The higher the price for these goods offered in the 

market, the more they are produced; i.e. the higher 

the price of finished products using circulating 

capital the more the price of it, and the more of it 

is offered into the market.
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The supply for real capital is analogous to that 

of circulating capital. Producers who anticipate high 

prices in the market for the goods they produce using 

fixed capital will offer high prices for the marginal 

units of fixed capital that they hire for the production 

of the final goods. If in the short run their 

marginal revenues equal these prices, it follows that 

the marginal units of capital cannot be purchased at 

prices higher than these. (MC=MR). The people 

producing capital, on the other hand,are not willing 
to part with their capital or to produce any unless 

they can be renumerated in such a way as to maximize 

profit. The marginal unit that they produce must 

equal the marginal cost of producing these factors.

re are '* averaq,e*TTpricesw o f ™ 
once the factors are produced they cannot be sold for 

any other price in the market than this average price.

It therefore follows that the marginal cost of 

producing factors equals average factor cost* equals 

marginal revenue, equals average revenue. Finally, 

the supply curve of capital is the same as the 

average factor cost curve.

Supply of Land

The supply for land should, in theory, behave^in 

the same way as that of other factors of production. 

High demand for goods and services produced using 

land should cause the producers of these goods to 
offer a rent commensurate with their marginal
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revenues, to the marginal units of land they hire.

In the final analysis, the supply curve of land 

should be the same as the average factor cost for 

land. This means that generally, higher rents 

should cause landowners to offer more land for the 

location of activities. The difference is that the 

physical amount of land that exists cannot be added. 

The physical supply of land is fixed, and, generally 

speaking, the supply curve is highly inelastic.

Any increase in price or rent does not lead to a 

change in the supply of land because no producer is 

directly involved in its production. So in this

case it is rather risky to regard the supply curve 

of land as being merely as a locus of average factor

Nobody incurs costs in the physical creation of land.

Equilibrium in the factor Market

It has been pointed out that the demand curve 

for factors of production is the marginal revenue 

product, (or the value of marginal product) of the 

firm. Generally, this declines the more firms produce 

outputs— in -. • : the market; under imperfect 

competition situations. The firm's average revenue 

curve (value of average product) also is declining 

as the marginal revenue curve, but generally at a 

slower speed than the marginal cost curve. The 

average revenue is the price of selling the firm's 

good in the market. Its decline is caused by the
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Figure 2-13. The equilibrium of a factor 
producing firm which is not a monopsonist; during
.the short run.
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availability of more and more stock in the market 

(Figure 2-11). Because marginal revenue is declining,

(the value per extra unit sold) it "pulls the 

average it". In order to maximize prbfits,

firms have to equate marginal costs with marginal 

revenue. Thus, the firms have to restrict their 

production to the profit maximizing quantity Qo which 

yields the maximum profit P^.

It has been shown above that in the short run, and 

under near perfect competition, the Average factor cost 

curve is the general supply curve of any factor of 

production. This curve is the schedule of prices that 

las to pay

Marginal Cost curve shown on figure 2-11 is therefore 

the AFC for factors of production. However, because of
•a. ■

the facts explained above an appropriate diagram for 

factors of production in general is shown on Figure 2-13.

In this diagram D_ is the demand for factors of production, 

which equals the marginal revenue product for factors of 

production facing the firm. MRP^ phe supply curve for 

factors of production is the average factor cost. AFC = Sjp 

The marginal factor cost, which is rising becomes 

irrelevant in this case, since it faces that firm that 

produces the factors of production alone, and is not 

taken into consideration by firms hiring those factors of 

production. It is a monopsonist's supply curve, and most 

factor producing firms are not necessary mo«opsonits.

ARG the average revenue of goods produced using the 

factors of production - the declining market price function
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of these goods with the increasing output of the firm.

A profit maximizing firm employs only the factors 

to produce Q1 unite of output where its = MRPG =

AFC = S„. It does not employ more, because if it didr
(at Q2 for example) any extra unit of factors earns a 

profit which is not maximum; smaller than Pq If 

it employed less factors (say at Q̂ ) it would not ■ 

also be maximizing profit; because the profits would 

also be smaller than the maximum profits P, P .
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CHAPTER THREE 

THEORY OF RENT

Introduction

The concern of economists with rent dates back 

to the times of the Physiocrats, during the 18th 

century. The Physiocrats were a group of French 

economists, the most prominent of whom were Francois 

Quesnay and R.J. de Turgot. They believed in the 

existence of a natural order of economic activity that 

was not supposed to be interfered with by man. The 

role of governments, according to them, was that of

property. To them, agriculture was the only source 

of wealth, and therefore this economic sectqj^as the

only one liable to taxation; because it was the only 

one they thought productive. To Physiocrats, the ~ 

concept of rent was no different from the present 

colloquial use of the word; namely, payment for use

of agricultural land.

This was not surprising; because these people 

lived in an agricultural society in which the 

mainstay of most economies was agriculture. At this 

time, cities and urban areas were unimportant, and 

were viewed as parasitic on the honest toil of 

agriculture.^

In modern colloquial terms, the word "rent" 

can refer to a periodic payment for the hire of a good.
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For example, one can pay rentals for hiring houses, 

shops, appliances, etc. In economic terms, however, 

the word rent has a different meaning - namely; the 

payment made for factors of production which have an 

inelastic supply curve. Land is the main example of 

these kinds of factors. This rent may include the 

payment for the hire of improvements on land, or hire 

of land with improvements - if for example, we are 

considering the every-day situation where land is 

available with houses, trees, offices and other 

improvements anchored on it. The house rent, for 

example, may include the rent for house, the land it 

occupies, and all the accompanying ammenities. It is 

the payment for all the factors of production that 

the landlord has used to construct the house. This 

payment has been de-capitalized in periodic terms to 

form rent; on the rationale that the landlord has 

invested his money in all these things expecting a 

return on this investment. This return is included 

in the total house rent. If he decides to sell his 

house, of course, he discounts the periodic income 

he should have received for the lump-sum sale value 
of the house.

/
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Ricardian Theory of Rent

David Ricardo: 1772-1823

One of the earliest explanations of the nature 

of rent - which approximates the modern economic 

definition of the concept - was provided by an 

Eighteenth Century economist called David Ricardo, 

who lived between 17^2 and 1823. He was intellectually
A

active during the Napoleonic wars of the late 18th 

and early 19th centuries. During this time, rent 

featured prominently in economic thought, owing

. demand^for .foodstu to g g ed ^
soldiers at the war-front. Land rents had risen 

sharply; and it was widely felt that the landlords
’jr '*• *vv. ^  'were profiting from' the misfortunes of the rest^cn 

the society. Economists of the time thought that

the high prices of foodstuffs during that time resulted 

from the high rents that were being charged ftby 

the aristocratic landowners to the peasant farmers of 

the farmland that *these aristocrats owned, but never 

worked. The landowning aristocracy at that time was 

loosing considerable popularity because of the 

writings of the physiocrats and other revolutionary 

tendencies on the European continent that gave birth 
to the French Revolution during this period.

Ricardo himself, being a member of the new financial 

and business bourgeoisie was antoganistic to the 

landed aristocracy during the early period of his
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life; although he grew older to become a

substantial landowner himself. It has therefore

been felt by some scholars that he developed his

theory of rent as an attack on the landed aristocracy
3as a distinct class from the peasant farmers.

Derived Demand

Prior to the publication of Ricardo's work 

there was fervent discussion in intellectual circles 

that the high price of foodstuffs - especially wheat 

at that time resulted from the high rent that the

farmland in crop production. In other words, the 

prices of foodstuffs were thought.to be originating 

from the high rent of farmland.

After rigorous research and analysis, Ricardo 

defined rent as a payment for the "original and 

indistructible powers of the soil",/* He also 

asserted that high rents were "not a sign of the 

bounty of nature.... (but).... an indication of the 

niggardliness of nature"”’ that had caused land to 

be scarce and unable to expand according to the
f

demand for it that was occassioned by the need to 

use it for food production. Consequently, he 

believed that the price of wheat was high because of 

the high demand that existed for it at that time 

under Napoleonic war conditions; and not because of 

anything else.• This, in turn, created a high
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demand for the land that was suitable for wheat 

growing; and caused the tenants to attempt to outbid 

one another for the purchase of wheat farmland.

This land "scramble", in Ricardo's opinion, is what 

caused high agricultural rents in England at the time.

Ricardo's findings were first published in 1815 

bearing the title Essay on the Influence of the Low 

Price of Corn on the Profits of Stock; and were later 

elaborated in 1817 within a larger work called the 

Principles of Political Economy and Taxation. In both 

works Ricardo brought out clearly, and for the first 

^ t m e ,  of

arguement: namely, that factors of production are not 

demanded for their own sake, but because of the 

demand of the goods that they are used to produce.

This means that agricultural land is demanded because 

it is used for growing wheat, and not because of itself. 

Consequently, the price of agricultural land is likely 

to be positively correlated with that of the 

commodities that such land is used to produce.

Ricardo was therefore able to explain that a rise in 

the demand for wheat would lead to a rise in the 

demand for farmland, and therefore to the high prices 

of farmland in the form of the high rent that would 

be charged by the landlords for use of this land - 

as a result of peasant farmers trying to outbid one 

another for scarce agricultural land.
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Ricardian Model of Land Rent
In his Principles, Ricardo, like the physiocrats 

before him, was basically concerned with the determination 

of those laws which requlate the distribution of the 

produce of industry between different social orders of 

society - like aristocratic landowners, bougeoisie 

'capitalists' and labour. His approach was by means 

of a theoretical model which he constructed to simplify 

the complexities of the actual economy - in order to be 

able to explain the nature of the major variables that 

influenced the economy of his interest; and therefore

w e a lU r^ d is tr ib u tio n  |inechanlsm w ith ^ fe su 9 ^ ^ p ^ c ^ n p ^ ^ ^ |j |<

- He assumed that his economy was predominantly

argicultural, because even during his time urbanization
•’ . -*■ y&i

had not become a significant feature of any economy.
- M*-He father assumed that (a) there were many grades of 

land qualitatively within this agricultural economy;
(b) that land was put to one use only - agriculture;

(c) that land was arranged by quality, acre by acre, 

from the poorest quality to the richer quality - and 
vice versa; ( d )  that all factors of production used

in conjunction with this land for crop production were 
homogeneous in quality with the exception of land 
itself; and, (e) that the supply of land was limited 

and finite in this economy for each qualitative category.

Under these assumptions good land would be 

cultivated first; say - the best hectare,
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using the homogeneous constant amounts of other 

factors of production. As demand for agricultural 

land increased, all good land would be exhausted. 

Poorer and poorer land would be cultivated in 

succession (if demand continued to increase) until ^ 

there would be no cultivable land remaining. Since, 

according to him, rent was payment for the "original 

and indistractible powers of the soil", land that 

yielded no agricultural produce (revenue) was not 

entitled to rent; and in fact did not receive any rent. 

The amount of rent payable increased according to

how capab’le iand was in yieldin# faEST for""the 

farmer. Richer land would command higher and higher

rent; cind^^he richeg£-land would have the highest. .

rent in the economy.

Figure 3-1 illustrates the rent model where 

the horizontal axis represents all land arranged 

qualitatively from zero to N. The N hectare 

manages to produce only that amount that would just 

be able to pay for the cost of other factors of 

production that are used in conjunction with this 

land; leaving no surplus "profit". All other 

hectares above N qualitatively and to the left of 

N in the diagram can pay"for the costs of other 

accompanying factors 0-C; and in addition can earn 

some surplus, whose magnitude would depend on the 
quality of this land. The best quality land earns
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FIGURE 3-1: Ricardian Model of Rent.

(SOURCE: Graham Bannock, et al. A
Dictionary of Economics, London, 
Penguin, .1971) .
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the maximum rent or surplus payable for land in this 

economy, as shown by amount c-D in the diagram. An 

increase in demand for land; and therefore to higher 

earnings from land. Assuming that the price of other 

factors remains constant, all land in this hypothetical 

economy is able to earn more money if the demand for 

foodstuffs increases. Consequently, even the 

previously sub-marginal land earns some surplus after 

the other factors used in working the land have been 

paid for. This pushes the margin of cultivation to 

other land of inferior quality than the N^ hectare -

to which land is farmed under specific demand 

conditions is the one that Ricardo called the

extensive margin of cultivation. Increased demand 

for land pushes up the rental for all land, and this 

extensive margin of cultivation keeps on receding 

to poorer and poorer land. Ricardo felt that some 

of the 18th century farmers in England were paying 

rent even for poorer wheat land because the extensive 

margin of cultivation encompassed the quality of land 

these farmers were occupying.

A Simplified Model of Scarcity Rent

The Ricardian rent model has received

considerable attention from economists since the
\

publication of his Principles in 1817. The modern

rent theory is now partly based on this model; and
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has been elaborated from various viewpoints by 

various scholars. For the purposes of this 

discussion, one of the most comprehensive explanations 

of the rent theory is found in the work co-authored 

by Alfred Stonier and Douglas C. Hague. In their 

work, these authors have developed the Ricardian 

approach to provide the economic rationale for the 

model that fits the late 20th century neo-classical 

economic thought. They offer simplified, but then 

comprehensive^ explanations of some of the concepts 

that are encountered in the neo-classical discussions

iO]

owes much to their explanation.0 The following

sections attempt to explain the meaning of some of 

the commonest concepts of rent theory.

Extensive Margin of Cultivation .

Assume that there is one island made of 

homogeneous land, equivalent in fertility and all 

other productivity attributes. (This implies a fixed 

supply, infinitely inelastic, of the land in this 

model). Then, all land can be used to grow any kind 

of crops; and there is no inherent difference 

between the situation or location of one acre of land 

and the other. These assumptions are unrealistic, 

but are useful in the early stages of model formulation 

using them, the differences in location of different 

places on the island that are real life realities but 

may complicate the model are eliminated. In addition,



assume that all land in this island is used for 

growing only one product - maize - and nothing else.

Also, assume that all the land in this island 

is owned in equal identical sub-divisional parcels 

(plots) by a tribe comprising .. a large population - 

each tribal inhabitant owning only one parcel. This 

assumption eliminates the monopoly aspect of land 

ownership that would complicate the arguement. 

Therefore, we reiterate that each parcel - say hectare 

on the island is assumed owned by a different person.

Ownership is obviously different from occupation.

In this hypothetical island, land is not occupied for

some reason. Stonier and Hague assume that "....  the

ancestors of the present landowners came to the

island centuries ago. They were then granted (these)

pieces of. land which have remained in the hands of
#

the same families ever since, though none of the 

descendants actually live on the island." This makes 

it .easy to postulate that none of the owners wants 

to farm the land himself, to buy or to sell their 

land plots on this island. Therefore, land is 

assumed to be unutilized; and the market for land onr
this island is :'-'non-existent.

If any member of this tribe now wanted to begin 

farming activities - growing maize - on this island 

he would perhaps bring with him a simple plough to 

help him work the land. He therefore becomes the 

labour factor, and his plough becomes the capital.
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Then, he settles on the first hectare of land. Demand 

for agricultural products is introduced in this model 

by the assumption of a perfectly competitive world 

market for the maize grown on this hypothetical island. 

The Islands' individual maize farmer then becomes a 

commodity price taker; and has no influence on the 

situation of the world market for maize. Therefore, y 

even if the island as a whole is cultivated, its entire 

maize output is not enough to have any influence on the 

world price for maize.

When the first farmer arrives, he is unlikely to

Since all land in this island is homogeneous; and there 

is perfect competition between landlords, the first 

farmer will pay no rent. This is because if any land- 

owner tries to charge him rent he would move to the 

next identical piece of land. Therefore, all land would 

be available at no rent. If this farmer is rational, 

and has a profit maximizing motive, he will go on 

extending the area under cultivation, until the last 

hectare that he cultivates produces no additional 

revenue from his maize growing activity. This, in 

economic terms, means that he can extend his production 

until his marginal product equals his marginal cost - 

1 *e• zero; because he pays no rent. Thus, he will be maximizing 

Profits; and will have reached the extensive margin 

°f cultivation when the last hectare that he cultivates produces 

^e revenue that equals what it costs to hire that hectare. If
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it costs nothing, then that revenue is zero.
Figure 3-2 shows the demand and supply curves 

for land on this island as lines DR. and SMR. The Demand 
curve for any factor of production is identical to its 
marginal revenue product curve. So this farmer 

faces the falling marginal revenue product (demand) 

curve for land. The curves have been made straight 

for simplicity's sake. The supply curve for land 

in this island - part (a) of the diagram - is SMR.

It is vertical and straight, showing that there is 
only a fixed amount of land available for maize

A ̂

In diagram (a) there is no positive price for land 

at which demand equals supply under the above 

assumptions; because land is not for sale on this 

island. The diagram illustrates that the first 

farmer cannot possibly farm all land in this hypo

thetical island under these circumstances. If he 

did so, he would incur: losses because farming

beyond yields marginal revenue products that are 

below zero. If all land in the island were to be 

cultivated by this farmer all the landowners would 

have to reimburse this single tenant farmer the 

losses he incurs beyond his extensive margin of 

cultivation - beyond the point where he obtains 

zero marginal revenue; F^- O . Because his technology 

or ability would not allow him to undertake such a 

9reat task; and because no landlord would be willing
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to pay anyone for fanning his land without any 

benefits, the single peasant fanner usesC-M^ hectares 

of land shown in parts (a) and (b) of figure 3-2.

Part (b) is the same as part (a) but at different 

vertical and horizontal scales. As long as he uses 

this amount of land he would pay no rent.

Although this is purely a hypothetical situation, 

it is not unlike what it might have been in Kenya 

about 160 years ago when tribal land was plentiful, 

and the sparse tribal populations were not able to 

farm all the available land. Little food sales took

systems. However one could hypothesize that the use 

to which food cultivated on these tribal lands was 

put is approximately identical to the commercial and 

private use of food at the present time. The few 

tribal members who worked on the tribal lands 

(sometimes mixing pastoralism with agriculture and 

other subsistence land use) farmed up to their extensive 

margins of cultivation - where their marginal revenue 

products were equal to their marginal costs of

cultivating their latest hectare.

Since the food market, and the market of other 

farm products was largely undeveloped at this time 

We can theoretically ignore its existence, and 

hypothesize that the farmers’ marginal revenue product 

Was mainly identical to the marginal utility of food 

for feeding each individual peasant family; and the
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(a)

Land
(hectares)

FIGURE 3-2 Extensive Margin of Cultivation when one fanner utilizes 
the land alone in a hypothet 
hypothetical absentee landlo:
Alfred Stonier and D^C. Haguw 
p.314). .«

(SOURCE:
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other members of the extended polygamous families of the

time. The marginal costs facing these farmers

incorporated the marginal disutilities of and the

time spent in cultivating each extra acre that each

farmer opted to cultivate. These can be roughly

equated to the marginal utility of leisure forgone to

engage oneself in agricultural activity. This means

that each farmer cultivated as much land as he could,

incurring marginal costs in the form of marginal

disutility of his labour while working on each additional

hectare that he cultivated; and equating this to the

marginal product of each hectare he chose to cultivate.

The-situation changed in-'the later 19th century and

during the 20th century, when trade in foodstuffs was

commercialized. Thus, marginal costs and marginal

revenues can ̂ fow be visualized in monetary terms 
*

instead of the vague concepts of utilities and dis-/
utilities. For a clearer view on the 19th century 

subsistence agriculture in central Kenya the reader is

referred to Land Reform in Kikuyu Country by M.P.K.
7Sorrenson. Very few, or virtually no land sales took 

place at this time. This fact is roughly parallel to 

the hypothetical situation outlined above, where land 

is not available on sale.

Figure 3-2 (b) is a detail of the equilibrium of 

the farmer in this hypothetical situation that could 

aPPly to the agriculture and sub-pastoral, subsistence 

farmer in these tribal economies of Kenya during the 

early 19th century and before. It illustrates
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that the farmer paying no rent equates the marginal 

revenue from land with its marginal cost - its 

marginal disutility of cultivation.

Assume now that the success of the first 

pioneer peasant farmer has attracted new entrants 

into the island's farming industry, and that all the 

farmers are now equally efficient; then no rent will 

be payable as long as the new entrants are not 

such a large number that they can farm all land in 

the island. Relax the assumption of a single farmer, 

and allow for the gradual increase in population.

population; but in a case where the numbers are not 

large enough to farm all the available tribal land.

This leaves the assumption of perfect competition 

among landowners intact; so that any landowner who 

charges any rent to any of these enterprising peasant 

tribesmen makes the peasant to move to land owned by 

another landowner or another clan where he would not 

have to pay any rent.

This situation changes when all the land in this 

hypothetical island or on the tribal territory has 

been occupied; and is effectively cultivated. There 

may still be farmers who may want to come and start 

farming on the island. Under these conditions the 

landowners may be unwilling to disappoint their 

existing tenants by terminating their tenancies and 

replacing them with aspiring tenants. Therefore, these
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new peasant farmers may not be able to replace the 

existing tenants immediately. The new tenants may 

have to wait until the existing terms of tenancy 

expire to be able to start farming on the island.

In addition, the landowners could be interested in 

farming the land personally. This implies that they 

may be reluctant to part with their land for one reason 

or another. This reluctance increases if members of 

their clans or families also need the land on the 

island; and it would be preferable to let the tenancy 

devolve to the members of the family or the clan of

tnese circumstances total strangers, and sometimes

even meifiers of the landowners' clans, find it necessary
& & &  • •• -  • • T ft iifrto give the landowners some kind of inducement so that 

the landowners can be willing to part with the use of 

their land for some time; and to allow the prospective 

tenants to use it. From this point onwards - as the 

population increases - some rent will have to be 

charged; and all the peasant farmers are faced with 

increasing rent functions over time as the demand for 

land use in the island increases.

Any increase in the numbers of farmers demanding 

land will reduce the amount of land available to each 

farmer because the supply of land on this island is 

j-ixed. it is at this time that the real marginal 

costs of land are visible in monetary terms as the 

rent for hiring an extra hectare of land. Each
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fanner, besides having the disutility of hard farm

labour to consider, has now to pay attention to the

amount of rent he is paying for land; and whether he

can afford it within the rational limit of the

economic operation of his farming activities.

Consequently, each tenant will use only those hectares
of land on this island in which the yield of the

marginal hectare in marginal revenues equals the

marginal cost of hiring the same hectare; in the

interest of profit maximization. However, they can

only be able to afford a smaller area of land than

when no rent was chargeable on the land of the island.

Stonier and Hague conclude that:

(t)he increase in the number of 
equally efficient farmers thus 
reduces the amount of land used by 
each. For each farmer the revenue
product of his marginal ..........
(hectare) . . ...... of land will be
the. same; for each it will be 
equal to the rent of an acre of 
land. All farmers, being equally 
efficient, will have the same 
(area) of land.®

The situation on the whole island's "man-land 

relationship" is shown in figure 3-3. In the diagrams 

(a) and (b) the total fixed supply of land on the 

island is still assumed fixed. It is shown as SM 

hectares in diagram (a); where also the demand curve 

for the island's entire farming industry is D^- .

However, there are a number of cultivators, and not 

merely the individual farmer as shown in figure 3-2.
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Therefore, the demand curve represents the horizontal 

addition of demand curves for land facing all the 

farmers that now use the land on the island. It is 

negatively sloped because the number of these farmers 

is relatively large; given the universal price of 

maize. All land on the island is utilized and rent 

OP is paid, and reflects the market equilibrium 

between the demand for land on this island, and the 

fixed supply. In diagram (b) the position of an 

individual peasant fanner is illustrated. His 

marginal revenue product curve is the same as that of

assumption that the farmers are equally efficient; 

and because we have not relaxed the assumption that 

each farmer in the island is a price taker of the 

world market price for maize. However, the rent per 

hectare has risen from zero to P; and each peasant 

farmer now finds it profitable to farm only O-^ 

hectares instead of 0-M^ as in Figure 3-2. If the 

farmer is re-tian_al and aims at profit maximization, 

he will farm up to the point where his marginal 

revenue product of the last hectare equals the cost 

of this marginal hectare. In the perfect competition 

assumed for this model the cost of this marginal 

hectare of land would also equal the going rent per 

hectare of all land in the island. The area 

cultivated by each peasant under these conditions

still remains the extensive margin of cultivation;
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where the last hectare that is hired produces exactly 

what is cost to hire, i.e. OP shillings.

Intesive Margin of Cultivation
This concept is considered in the context of 

the cost of all the other factors of production that 
have to be combined with land for the production of 
food. The focus is also on the marginal productivity 

of additional "doses" of labour and capital applied to 

the land. Because the amount of land used by an 

individual farmer changes every time the land rent 

changes, the marginal quantities of labour and capital

necessary. This is caused by the fact that each time 

these other factors would have to be applied to 

different amounts of land in response to the changes 

in land rents.

The model becomes complex under these conditions, 

and it becomes necessary to modify and simplify it 

farther. Thi-s is done by having each individual 

farmer use only a fixed amount of land with a fixed 

amount of capital.
(&/€/!“ (L

In Figure 3-4 the marginal^product curve (MRP)

°f the amounts of labour applied by a single farmer 

to a given area of land is D-MRP and the supply of his 
labour is infinitely elastic as at M-S. The farmer 

ls then in equilibrium when he applies OL hours of 

his own labour, o-m is the amount of money which he 
must be paid if he is to be induced to work for any
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given extra hour. In this model labour is assumed 

to be perfectly competitive. Therefore, all labour 

is available at the same wage-rate O-M on the entire 
island. Nobody would want to be employed at a wage- 

rate below O-M shillings per hour. On the other hand,
ono employer would want to emply labour for wages in 

excess of O-M shillings per hour; even if labour would 

appreciate more pay.

In the case of these hypothetical peasants, 

therefore, the renumeration for labour on the island 

under the perfectly competitive labour conditions

model. Consequently, no fanner would like to work for 

an extra hour if he is to obtain less than OM shillings
*• --WJ
as a result of labouring in his farm. On the other 

hand, nobody else in this community is willing to 

employ him as a farm labourer for more money than the 

going wage-rate: O-M shillings. Under these

circumstances, each farmer equalizes his marginal cost 

of working on the land - his time spent and his 

marginal disutility of labour - to the going wage rate; 

or his marginal revenue that he can obtain for working 

an extra hour. The opportunity cost of wcfking on the 

farm becomes the wages forgone each hour the peasant 

farmer is not employed as a labourer. This explains 

why his marginal cost of working on his farm equals the 

marginal wage-rate available to him in this hypothetical

economy. This marginal opportunity cost must be
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eaualized to the marginal return that he obtains on 

his farm for working an extra hour. This means that 

under these conditions the peasant farmer can only 

earn a constant return of OM shillings per hour for 

his labour, whether or not he works on his farm.

The same arguement can be advanced with regard 

to capital, assuming a perfectly competitive market 

for capital, and an infinitely elastic supply for 

capital as that of labour in figure 3-4. Any seller 

of capital goods at prices below O-M leaves the market 

because he is not getting enough returns^for^^ijrî 

any seller of capital for rates above O-M does not 

find any market for his capital because other capital

is available in plenty at the pay-rate O-M.4 In a

similar manner the cost of capital in this economy 

is assumed constant. To simplify the matter we may 

assume that it is equal to that of labour.

Using the demand curve D - MRP the farmer applies 

labour and capital until the marginal costs of the 

last units of labour and capital equal his marginal 

revenue product. The marginal revenue product for 

these factors happens to be the same as that of land; 

because land has to be combined with these other 

factors to yield this marginal revenue product. It 

ls also the demand curve for other factors because it 

demonstrates his marginal return to every composite 

unit of the other factors that is employed on land.
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The farmer's equilibrium is therefore at Q where his 

demand for all factors of production equals the

supply for these factors. The level of factor > 

employment is at L and the factor price level is M-S 

under the infinitely elastic supply conditions.

Any greater application of factors above quantity L 

means that the farmer operates at an inoptimal level 

where the supply of the factors is greater than the 

demand; and he obtains a smaller return than he 

requires at for example N-C shillings.

On the other hand if he employs less factors

L;he obtains a higher yield per unit factor than it 

costs to hire the factor. These marginal quantities 

which yield nore to the farmer than*the last dose at

the profit maximizing quantity L are the ones for 

which the rent is payable. Each marginal factor input 

between 0 and L has surplus earnings above the market 

price M; which could be as high as M-D. Under normal 

conditions, in absence of peasant farmer competition, 

each farmer would keep all the surplus earnings of 

each of his marginal factor inputs between 0 and L; 

and the total would add up to a profit MQD over and 

a ove the total cost OMQL. However, if land is scarce 

these earnings from labour, capital and other factors 

will be used to pay the rent for the land. Competition 

°ng peasant farmers for the scarce land ensures 

this surplus earning goes to the landlords;
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because the peasant farmer will bid for the scarce 

land up to the time the surplus earning from these 
other factors is exhausted. If labour and capital

also scarce, this surplus will also be used to 
are ,
pay for their "rent" as well.

MQD in figure 3-4 therefore represents the 

rent paid to all the factors of production in this 

economy. Assuming that labour and capital payments 

are fixed MQD could now be interpreted as land rent, 

given the price of labour and capital as 0-M.

Quantity L is still the extensive margin of cultivation 

îQn ‘ of?!

marginal costs of all factors are equal and they are

q u an tYty e*

also equated to the marginal revenue.

A farmer who now applies more doses of labour 

and capital every hour raises the supply curve to WW.

He still aims at equating his marginal costs to his 

marginal revenues but under these conditions his labour 

and capital will be employed up to quantity where 

Ll̂ l e<3uals 0-W. He also will not work his land 

farther than because by doing so he will obtain 

less marginal revenue of both labour and capital 

than their marginal costs. When these marginal 

iniits of other factors (except land) have been 

eached; and as long as the margin for land is not 
YSt rea°hed, we say that land has been cultivated by 

farmer to its intensive margin of cultivation.

Can therefore conclude that intensive margin of



104

land cultivation is reached when the marginal revenue 

for every other factor used in conjunction with the 

land equals the marginal costs of these factors.

This can happen under three circumstances:

(a) Where the marginal cost of hiring land could 

be lower than the marginal cost of the other factors. 

In other words there is still room for expansion if 

other factors are not scarce; and (b) land could be 

available at higher rentals than other factors and

(c) land rent could be equal to the marginal costs 

of other'factors. In the first and third cases the

intensive margin; while in the second case there 

would be a tendency to utilize more of the other 

factors and less of land. This is a situation which 

is identical to the colloquial phrase intensive 

farming - where less of expensive land is used; with 

a lot more of the other cheaper factors.

If the intensive margin of cultivation is reached 

sooner than the time the marginal revenue of land 

is equated to its marginal cost the total land rent 

is WQ^D;obtaining when the supply cost of the 

Marginal doses of other factors is higher. A rise in 

the price of other factors restricts the amount of 

land that can be worked; and reduces the demand for 

land and the total land rent payable to WQ-^D instead 

°f MQD. On the other hand, if W-W indicates a rise 

m  land rentals the total wage bill for other cheaper
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factors will have fallen, and can equally be 

indicated by WQ^D.

If the marginal revenue productivity of the 

farmer rises to MRP^; either because the farmer 

becomes more efficient; or because his product per 
unit factor rises; he can then apply O-N doses of other 

factors; which will be larger than the original 0-L. 

The marginal cost is still at the level O-M for the 

marginal factor; but some factors can be able to 

earn up to M-D^ as surplus earnings. This increases 

the level for which they could bid for land rent to

pushed outwards by this increase in marginal revenue.

"A farmer will (therefore) push the intensive
margin of cultivation up to where the marginal 'dose'

of labour and capital brings a return just equal to the

payment demanded by it - to the point where the

marginal productivity of labour equals the marginal
9 -cost of labour." When land is scarce, the intensive 

margin is where the marginal cost of land equals its 

marginal revenue product.
Given the supply curves of labour and capital 

the farmer adjusts his level of production until the 

intensive margin of cultivation is reached. The 
scarcity of land determines whether this is the same 

as his extensive margin of cultivation. The adjustments 

of both these margins takes place simultaneously to 

meet the changing conditions; and they form the basis
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of the decision-making of the farmer at any one time. 
Scarcity Rent

In the above models the supply curve cf land is

infinitely inelastic. Secondly, all land is
0

homogeneous, and perfect^competition prevails amongst 

the tenants, and amongst the landlords. This means 

that land is available at the same rent, which is 

determined by the supply and demand for land at any 

one time. Therefore a rise in rent may be caused by 

an increase in the price of the farm product, 

maize which causes higher demand for land, and greater • <r/ £

tenants. If land becomes more productive, and yields
much more of maize per hectare - assuming the market 

for maize is unaffected - this land will be preferable 

to other land elsewhere. Bidding for the same land 

will also cause an increase in rent. This occurs even 
if the price of the product has not increased - 

because the farmers are bidding for a unique 

scarce factor; the land that is superior to other 

land, and that can yield higher output, and therefore 

higher profit. The type of rent arising out of these 

two situations is called Pure Scarcity Rent. It 

obtains only in a situation when the homogeneous 

commodity land becomes scarce. This happens because 

a rise in the price of land does not cause a physical 

increase in the amount of land available. The high

V
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earnings of land that result from this scarcity can 

persist for some time and can continue to increase as 

land becomes more and more scarce relative to an 

increasing population. This fixity of supply is the 

distinguishing criterion between scarcity rent for 

the homogeneous factor land and the price of other 

factors of production.

Figure 3-5 shows this scarcity rent under 

conditions of fixed land supply. In diagram 3-5 (a) 

a rise in the price of land does not cause an increase 

in the commodity land that would be available in the

increase in price from Pq to is greater than that

scale as (a). This increase due, in these diagrams, 

to identical vertical shifts of the demand for both

in demand for land to D2 still would not induce any 

increase in the quantities of land supplied. Thus 

land earns scarcity rent, as compared to other factors 

and commodities, whose supply can easily respond to 

demand. It must be noted here that any farther 

increases in demand for other commodities should be 
able to induce movements along the supply curve as 

shown; and then shifts in the supply curve to the right.

! . The

of other factors and commodities with elastic supply

P*-P£; as shown in diagram (b) - which is at the same

commodities from D to D. causes only an increase formo 1 -
from P* to V2 in diagram (b). Any farther increases
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Any inelasticity of supply resisting either movements 

or shifts may cause other factors to earn some 

scarcity rent as well. The amount of scarcity rent 

earned by any factor of production is, obviously, 

subject to its inelasticity of supply.

Differential Rents, Transfer Earnings and Quasi-Rent 

At this point the assumption of homogeneous 

Land is relaxed; and that of fixity in supply on the 

hypothetical island is also relaxed. Assume that 

more land becomes available somehow, but the new land

is not as fertile a,

reason. There is therefore land of two types in 

quality. If the population is enough to cultivate 

the whole island, and rent is payable for all land 

the lower quality land will fetch less rent than 

the higher quality land - because its marginal 

product is lower than that of richer land. Competition 

between farmers establishes an appropriate difference 
between the rents of the two types of land. If 

there are many more qualities, then this price 

mechanism will fix the rent for each grade of land.

This situation is identical to the one that 

Ricardo was describing; embodying a complex scenario 

where scarcity rent is payable to all land, but at
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different levels due to the different qualities of 

land available. The situation that allows for differing 

land qualities yielding different returns, and 

inviting different rents according to each individual 

return for each land quality is said to cause 
differential rents. The decreasing returns from poorer 

and poorer qualities of land drop to a point where 
return from land of the poorest quality can just affofd 

to reimburse other factors of production. Land yielding 

less than this would not be worth cultivating. At 

this point the extensive margin of cultivation described

multi-quality farming land situation. Ingreas^d— demand

for foodstuffs causes increases in areas of all
. •

t I T 'land put under cultivation because it guarantees an 

increase in the price of food, and a higher return per 

hectare of every land of every quality. This means 

that the D-MRP curve shifts to the right, and the 

extensive margin of cultivation would now incorporate 

land of poorer quality than before.10

It must be emphasized that rent is not merely 

due to the existence of land of differing quality 

and fertility. It is caused, as we have seen above, 

by the scarcity of land. Therefore it can be payable 

even if land is of homogeneous quality, as long as such 

land is scarce. However, differences between qualities 

that in real life may be caused by factors like 

location, differing soil fertility, legal factors



Ill

and similar things, will cause differences in rents 

payable to different types of land. Rent will be 

lower on poorer quality land, or land encumbered 

by these other factors and will be higher the better 

the land is. Some qualities of land will be so 

inferior that they are incapable of any kind of 
production, and they will earn no rent at all - hence 

the term differential rent as defined above.

Ricardo examined this kind of situation, and in his 

analysis he was able to show that the poorest lands 

would fall beyond the extensive margin of cultivation.

If, on the other hand, the price of maize were 

to increase it may pay to develop some artificial 

methods, or technology for working these lands. By 

means of this technology the extensive margin of 

cultivation is able to spread and to include the 

formerly no rent land.

Transfer Earnings

By restricting our focus on the payment accruing 

to one-crop land only, we have been able to examine 

the question of scarcity; and to treat all the rent 

earned by land by virtue of its scarcity. Land is 

not reproducible by virtue of its being a"free gift 

of nature", and therefore no costs are incurred to 

retain land in its physical existence. In our earlier 

assumptions, land was presummed suitable for only one 

use. This implies that there is no need for farmers
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to make any payments so that land can be kept suitable 

for growing maize as we assumed above; and to retain 

it under the land use of maize growing. Of course, 

fertilizers may be added, but the land use to which 

this particular land is put according to the 

assumption will always be maize growing.

The assumption of a single - crop land is, 

however, unrealistic. Under normal circumstances, 

most land is capable of supporting more than one kind 

of crop. In other words, maize land could have 

alternative use like growing beans, or potatoes or 

cabbacres, and so on. Therefore ,.Jin view of these

alternatives, if land is devoted to growing maize it 

means that the other alternative uses to which land 

may have been put^Sre forgone. It means that the 

opportunity cost of growing maize is the revenue 

that should be earned if land was put to any of the 

other alternatives. The revenue earned from maize 

growing must therefore be at least equal to the 
revenue earned by the most lucrative of all the other 

land use alternatives. In other words land will 

shift to other uses if it can earn higher revenue 

there - leaving the land use of maize growing. To 

keep land devoted to maize growing or to any other 

specific crop, that land must be paid enough to 

prevent it from leaving the industry of the specific 

crop it is devoted to; and from shifting to other 

land use. Land must therefore be capable of earning
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at least the equivalent of the revenue forgone by not 

growing alternative crops as land is put to the 
specific use in question. i

Take an example of a marginal hectare of maize 

that earns 60/- in rent and that produces 60/- in 

revenue from maize sales. Such land will remain under 

maize cultivation as long as no other land use is 

capable of earning more than this revenue for the 

marginal hectare. If, on the other hand, growing 

coffee on this marginal hectare can make it earn 8o/- 

as marginal revenue the maize producer has to be able

from transfering from maize growing to coffee growing.
, * ,< 

This payment is the marginal cost of acquiring the

marginal hectare, and of keeping this marginal-hectare

under maize cultivation. This means that inevitably
■***>

the rational maize farmer has to equate his marginal 

cost with his marginal revenue; and it puts an 

obligation on him, that this land should now be able 

to earn at least .80/- from maize growing, otherwise 

it changes its use into coffee growing.

The amount of money that is therefore the next 

best revenue that could be earned by any land under 

an alternative land use from that one earning the 

highest revenue is therefore called transfer earnings.

This is the minimum revenue that the current land use 

must be capable of earning so that the land can

remain employed in this current land use. Land can
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earn higher revenue than this minimum, but it must 

be capable of earning at least that minimum. In our 

example, if the marginal hectare has to be attracted 

to coffee growing the coffee farming tenant must be 

able to pay at least 60/- in rent for this hectare; 

otherwise the land would remain under maize cultivation. 

60/- is now the transfer earning of land under coffee. 

The difference between the marginal revenue accruing 

from coffee farming (80/-) and this transfer earning 

(60/-) is the "true rent" of the land under coffee 

cultivation (20/-). This rent is what is known as

cal^gpnomic^theory 
Economic rent can therefore be defined as the 

payment for any land, or any other factor of production
•r i

that is eamable over and above the transfer earning of 

that factor. Transfer earnings for any factor is 
that earning by that factor that is enough to keep 

the factor in any specific use or employment; and to 

prevent it from being induced to move to'alternative 
employments.

Quasi-Rent

Any factor that has inelastic supply both in the 

short and in the long run like land earns pure scarcity 

rent as defined above. Pure scarcity rent can now be 

said to be the difference between the highest revenue 

that any factor can earn and its transfer earnings; 

and we have equated this above to economic rent.

For example, natural ability which cannot be reproduced
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even if earnings rise is found in people like 

musicians, artists, etc. A musician can command very 

high pay because of his talented performances. We 

can divide his high renumeration into two parts: 

the salary that ordinary people of his age and 

education can earn; and the surplus over and above 

this salary level of ordinary people of his age and 
education. His transfer earnings is the salary that 

he could earn like ordinary people in alternative 

employments that are not musical performances. His 

scarcity rent - analogous to his economic rent - is

Other factors whose supply is inelastic in the 
short run but elastic in the long run, such as

"5, 12machines and appliances that could be manufactured 

have high rents -in the short run that can be divided 

into the two parts that are discussed above - scarcity 

rent, and transfer- earnings. However, they are not 
fixed in supply like for example land and natural 

talent; and their supply can be increased in the long 

run. Another characteristic of these factors is that 

they are also relatively durable in use. The earning 

of these factors that is analogous to scarcity rent 

changes over time as their supply increases. It cannot 

therefore be regarded as economic rent in the

strict terms outlined above. It is also not interest 

or profit, but some kind of rent. Marshall attached

great importance to the analysis of the earnings



116

* % v  1

from this kind of factor or appliance, and coined 

some special term for these earnings - quasi rents.

He did not define quasi rents explicitly or formally, 

but the term has been popularly applied to scarcity 

rents or economic rents payable above the transfer 

earnings of these kinds of factors. The quasi rent 

of a machine or an item of real capital is its total 
short-period receipts, less the total costs of hiring 

the variable factor inputs used in association with

the machine and the cost of keeping the machine in
13running order during the short run.""" This is 

translated as the payment for the ipachine over and«■ !J$$l
above the costs of keeping the machine in its current

employment; and from shifting to alternative modes 

of employment.

Summary

We can therefore conclude that all the payments 

to the factors of production have the same economic 

characteristics in their response to the supply and 

demand of these factors. The payment for land is 

called rent in colloquial terms; but can be divided 

into two - economic rent (or scarcity rent), and 

transfer earnings. Some types of labour could also 

earn scarcity rent and transfer earnings. Real capital 

earns quasi rents and transfer earnings. The term 

'quasi rent' is necessary to distinguish real capital 

whose supply can be increased in the long run - from
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land and talented labour and similar factors with 

infinitely inelastic supplies. It can also be 

concluded that some skilled entrepreneurs earn profits 

which are analogous to quasi rents (because in the 

long run entrepreneurial ability can be acquired) 

and transfer earnings that keep their management 

techniques hooked to the present enterprise; and 

prevents them from trying alternative ventures.

Liquid capital earns interest which is some 

kind of a quasi rent (because some liquid capital can 

be obtainable given a sufficient span of time) and

from being invested in alternative ventures to the 

present investment. The discussion on interest 

and rates of return will constitute some of the 

content of chapter five.

.  .v\i V
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CHAPTER FOUR

LOCATION, LAND RENTS AND LAND VALUES

Introduction

The foregoing discussion on land rent has been 

going on with one assumption, that it did not matter 

where one farmed on the hypothetical island. Land 

was assumed to be homogeneous, and no parcel was 

supposed to be located in an inferior place to the 

other. The basic determinant of differences in rent 

has been the quality and the productivity of land.

The rent on the most productive land has been based 

on its advantage over the least productive land. 

Competition among tenants has ensured that the full 

advantages go to landowners in the form of rent.

However, Ricardo recognized that land has 

another factor influencing the reward payable to it 

as a factor of production. He understood that land 

which is nearest the market bears lower transport 

costs on its produce than more distant land, and the 

that this advantage also accrues to landlords in the 

form of rent as a result of competition among the 

farmers. in spite of this Ricardo devoted his 

attention primarily to fertility and quality 

differentials. The theory relating to rent with 

raspect to location from a market centre was developed 

a few years later in Germany by another economist 

/;ho was working independently - J.K. Von Thunen,
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The Von Thunen Model of Land Rent

■Tnhann Heinrich Von Thunen: 1783-1850.

Von Thunen was born in East Friesland, N.W. 

Germany, a member of the Prussian land-owning 

aristocracy, the Junkers. He attended an agricultural 

college in Holstein prior to enrolling for a degree 

course in agriculture at the University of Gottingen. 

After graduation he spent most of his life on his 475 

hectare estate "Tellow" which he purchased in 1810; 

while trying to investigate on the methods of 

improving agriculture through the application of some 

English agricultural methods, mathematical analysis, 

and experimentation. His investigation also touched 

on what determined the most profitable location for 

various agricultural activities.

In 1826 he published Per Isolierte Staat in 

Beziehung auf Landwirtschaft und NationaloKonomie : 

or The Isolated State; in which he built a general 

model that would be useful in explaining what causes 

the spatial distribution of agricultural activities. 

The domain of the model consisted of an imaginary 

landscape over which certain specified conditions or 

constraints prevailed. The agricultural patterns 

that resulted from these conditions were then 

hypothesized, i Later in this chapter it is 

acknowledged that the real agricultural patterns are 

extremely complex; reflecting a variety of economic,
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climatic and cultural conditions that influence the 

assumptions of the model to give the real world 

agricultural pattern its complexity.

His assumptions included, first of all, a single 

market occupying a point in space (punctiform market) 

which is analogous to a central place, or a city; 

but then,to simplify spatial analysis,this near 

homogeneous market-place was assumed to be a point 

in space. This market centre was in an isolated, 

isometric planar surface. This meant that this point 

was deemed to be in the middle of a plain of

featureless terrain, flat and accessible in all
<

directions - unitropic. Thus, all the surplus 

commodities from the surrounding areas were sold into 

this market.

In addition, the tributary area of the punctiform 

central place - or this unitropic space surrounding the 

punctiform market - was considered to be homogeneous
I

in terms of environment, and in terms of productivity 

per unit of land for any given crop. The next assumption 

involved transportation - that this agricultural 

hinterland was traversed by only a single mode of 

transporation. During his time (early 19th Century) 
the ox-cart was the most popular and affordable mode 

of transport available to most farmers. Von Thunen 

was thinking in terms of this mode of transportation 

by which most farmers took their produce to the 

market. Using this mode of transportation, all areas
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within any distance from the market had equal 

accessibility to this market. This implied that all 

transportation lines within this uni-tropic plain 

were radially focussed on the market town. Moreover, 

transportation costs, which were assumed equal per 

unit distance travelled in all directions, would vary 

directly with the distance from this punctiform 

market; and would be borne directly by the farmers, 

who had to ship all their commodities to this puncti

form city in their fresh conditions: suitable for sale 

and consumption.
His other assumption was that of an economic man 

in the agricultural industry of this uni-tropic plane.

Each farmer would be rational in his economic operations,___________ ____ _ —1__

and would aim at maximizing profits. In so doing

he would be completely flexible in the type of the 
crop he produces; so that he could change production 

at an instantaneous notice (depending on the conditions 

of the commodity market in this punctiform marketing 

centre); in order to maximize profits. The last 

assumption involved excluding the influences of any 

other market centre, or any other economic influences 

of other agricultural landscapes. He assumed that 

this fertile agricultural plain was surrounded by a 

desert;i.e. isolated in all directions. However, 

this isolation would be such as to allow uniform 

distribution in the location of numerous farmers
i

over space.
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These assumptions are, of course, premises that 

do not hold in the real world. however, the importance 
of market accessibility is of such great significance 

for most crops that if one examines them within the 

framework of this model examples relating to the 

model can be discerned in actual crop patterns of 

the world; as will be seen later.

Using the above assumptions Von Thunen proposed 

that each agricultural activity (managed by each 

rational farmer) would try as much as possible to 

locate nearest the market in order to minimize 

transportation costs. Transportation costs, being 

some of the fixed costs facing each farmer depending 

on his distance from the market, would eat considerably 

into the gross income the farmer obtains in the 

market from selling his produce.^ This means an 

'erosion' of the profit obtainable from the agricultural 

activities. Each farmer would therefore try as much 

as possible to avoid paying any transportation costs, 

or to pay as little as he could possibly manage; 

in order to' avoid this depletion of his profits.

This cost minimizing motive would unleash 

competition for space adjacent to the market among 
the farmers located on this unitropic plain. Each 

farmer would try his best to bid for land nearest 

the market, so that he could base his activities there.

If all the land on this plain were available
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for sale, then each farmer would offer to purchase 

it The magnitude of his bid would depend on the 

money he could make from his activity after having 

oaid all the other factors of production, except land. 

This, of course, would depend on his production 

technology - the differing combinations of labour,

and capital (carts, hoes, etc.) with his land - and how
)

much he paid for this combination, excluding land.

He also made sure that he, as the entrepreneur, was 

renumerated. It therefore followed that people with 

the highest financial surpluses from their 

agricultural enterprises could afford to bid highest, 

so that they ended up occupying land nearest the 

market. These would tend to be homogeneous in terms 

of the crops they grew, and in terms of the methods..*, 

of factor combinations that they employed in the 

production of these crops.
This group would also include that kind of farmer 

whose very existence depended on being nearest the 

market centre. For example, all sellers of perishable 

commodities would fall in this category. For these 

people any increase in the distance from the market 

meant increase in the time taken to travel to the 

market; and therefore, greater danger of their 

produce going bad on the way to the market. In 

addition to meeting the transportation costs, they 

would be in danger of facing also the losses of their 

produce in case the produce arrived at the market
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place in any other condition, but fresh.

Von Thunen observed that other products were 

bulky, and difficult to transport. They required 

close location to the market in order to minimize the 

pain and financial costs of transporting them. Any 

increase in distance from the market meant risking 

dangers in breakages, or incurring excessive prices 

per unit distance for their safe transportation to 

the market.

These two groups would therefore offer to pay 

the highest rent for the land nearest the market, 

otherwise they could not expect to survive away from 
the market. If they did, they would not ̂ behaving 

in a rational profit maximizing manner. The general 

result of these premises was such that, the number .

of profitable crops which could be grown was found 

to decrease as the distance from the punctiform 

market place increased. Thus, there was an outer 

limit beyond which any crop could not be grown, 

because it would be unprofitable in view of the 

production technology and perishability considerations. 

Also there was an inner limit for any particular crop, 

because more profitable alternative land uses for

land closer to the market were assumed to exist.
Th e e :*  —. _ CW-1■O-cCmore profitable uses would have oompeated

Particular crop off from the inner "circle" of 
n<! nearest the market.

• '

i
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Rent Bid Function
Model for a Single Crop

In order to appreciate the rationale for the 

arrangement of land uses around this punctiform 

market as outlined by Von Thunen, it is important 

to explore the nature of the returns receivable by 

any farmer of a single crop around a punctiform 

market place. Since the returns will determine his 

ability to pay rent, or to bid for land, the model 

that comes out is, in effect, a rent bid function, 

showing the ability of this farmer to bid for 

land- at all distances and in all directions around 

the punctiform market.

Figure 4-1 shows the return conditions faced by 

tanners of any one single crop, say maize. All the 

assumptions held by Von Thunen are assumed to apply 

to this graphic model, but then each individual 

farmer's return with respect to transportation costs 

is analysed in this way. D-D^ shows the returns 

accruing to this farmer the farther away he is located 

to the market; assuming the punctiform market is at 

distance zero in the left hand corner of the diagram, 

if this farmer is located exactly at zero he will be
I
e to sell his entire crop, pay for his other factors 

°f Proauction except land,and be left with 45 units of 

•S^t^income. He will not be liable to pay any trans

portation costs, because he is situated right at the
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FIGURE 4-1. A rent bid function facing 
a farmer of one crop only. (SOURCE: J.B. Foust 
and a . de Souza Economic Landscape, p.36).
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a r k e t .  However, his net returns decrease the 

farther away he moves from the market; so that at D̂  

he will only be able to get 30 units of currency.

At this point, he has had to pay the 15 additional 

units as transportation costs from to point zero.

A t  D2 he has only 15 units left as his net returns, 

having paid as much as 30 units in transportation 

costs. At D h e  has no returns remaining, since he 

has expended all that he earned as a result of 

selling his crop at point zero on transportation costs 

from to zero. This defines the outermost margin 

of cultivation for this single crop.

In the Von Thunen model the farmers therefore r
can afford to bid for land nearest the market

depending on how much net income they earn; and 

this is a function of transportation costs. Due 

to the competitive nature of farmers, (as we 

saw in the Ricardian model) they can spend as much 

as the whole of the revenue left over from payment 

of all other factors of production - including 

themselves as entrepreneurs - on rent and the 

transportation costs. The latter are a function 

of the distance the crop producers are located from 

the market. This would reflect the economic rent; 

â d the transportation costs then become the main 

Variable determining economic rent. The curve which 

graphs the net income earned by any farmer of any

nhividual crop located at any distance from the
v.
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market as a function of this distance is called a rent 

bid function.

The curve was given that name to reflect on the fact 

that individual farmers are actually compe^lting for 

accessible space to locate their land-using activities.

The "bidding" part of the term connotes passive landowners 

who have land for sale or rent in a specific location and 

are eager to maximize return or rent accruing from their 

land. Thus, they tend to hold their land (despite offers 

to rent or purchase it from other individuals) until the 

highest bidder comes along - the person who offers them 

the greatest amount of money in return for using that land. 

Some text-books may refer to the function as a rent 

gradient, but most call it a rent bid function to 

emphasize this aspect. The logic of its derivation also 

emphasizes on the bidding aspect; and Von Thunen himself 

called it by that name.

A Multi-crop Situation

Figure 4-2 shows the rent bid function for two 
crops. The basic assumption in this graphical model is 

that different crops have different technical production 

requirements. For example, different amount of capital 

may be required for producing a maize crop than those 

required in the production of ground pea nuts. In 

Edition, the market for different crops differs at this 

punctiform position. In the latter case the word 

market" means the demand and supply relationship



130

FIGURE 4-2. A rent bid function for 
two crops.



131

that influences the price each crop will sell at this 

locational market-place. The price payable per bag 

of each crop will vary at the market place among 

crops, but will be the same for each crop sold by 

perfectly competitive farmers of the crop. Some 

crops could be bulkier than others, or could require 

specialized handling; meaning that the transportation 

costs differ among crops of different types, but 

are identical for every farmer growing a similar 

crop. This means that initially, if we consider two 

crops on figure 4-2, the crop with the rent bid 

function C-D is more highly priced at the market 

than that one having the rent bid function A-B. The 

former crop can command the price o-C at the market 

place. 0f while^^heflatter., commands the price O-A at 
this market place.

The diagram shows that crop A-B is less affected

by distance than crop C-D. This means that the rent
bid function will slope gently, the farther the

grower of A-B is located from the market, giving the

gentle sloped function A-B. On the other hand any

grower of C-Dis affected considerably by distance

from the market, Pie pays more per kilometre for

shipping his good from any production around the

market place to the market place, His returns, although
\

initially higher than those of A-B are 'eroded1 faster 
than those of A-B through paying for the transportation
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costs. The rent bid function is therefore steeper than 

that of A-B; and his outward margin of cultivation is 

nearer the market place than AB and lies at D.

Both rent bid functions intersect at distance L. 

Nearer than L the farmer with function C-D earns more 

economic net return (after paying for other factors of 

production except land) than the farmer with function 

A-B. He will therefore be able to bid higher for land 

near the market place than the farmer A-B. Beyond L, 

however, A-B has higher returns than C-D because he 

has a wider outward margin of cultivation: and his 

rent bid function is flatter than C-D; meaning that 

he is facing less transportation costs than C-D.

This means that A-B is able to outbid C-D beyond L 
because of the relative natures of their production 

technologies and the relative magnitudes of their 

transportation costs per unit distance. It follows 

then that land occupation around the market place 0 

is going to be determined by the bidding power of 

each producer. All land around 0 up to L will then 

be occupied by the farmer with the function C-D; and 

from L onwards,the farmer with the function A-B will 

occupy the outer space. The situation will prevail 

all around the market-place 0 since each rent bid 

function forms a "demand cone with its apex over 
0 when viewed in 3 dimensions; as in Figure 4-3.
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FIGURE 4-3. A three dimensional view of rent bid functions 
around a market centre revealing a system of two rent bid cones 
going through one another.

i
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In Figure 4-3 the rent bid function for each 

farmer slopes uniformly in all directions around the 

market place 0. The cones determine the effective 

demand for land by each farmer as it is affected by 

transportation costs the farther away the farmer 

decides to locate from the market centre 0. The 

farmer with the function AB has a flatter cone than 

the farmer with the function C-D. The demand cone AB 

is defined by base B-B and apex A; while the demand 

cone C-D is defined by base D-D and apex C. The 

steeper cone "pierces" the flatter one around the 

horizontal plane K-K̂ . This defines the boundary of 

cultivation between both land uses; above the locus 

of radius O-L, around market place 0. This locus 

intersects the cone diameter B̂ -B at L-L̂ ; thus completing 

the three dimensional picture.

This means that the first land use will occupy z'
a circle around 0 with diameter L-L̂  (shaded); and 

the other land use will occupy the ring around the 

market place 0 with internal diameter L-L and 

external diameter B̂ -B. Thus the land use A-B will be 

outbid by C-D from the use of the space immediately 

next to the market place with diameter L-L^ and radius 

0-L^. Land use with function AB then can only 

manage to acquire land outside this inner perimeter 

for its use.

If more than 2 crops are considered, the situation 

is identical to this 2 crop case. Demand cones of
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more profitable land uses will be 'piercing' those of 

less profitable uses as the more profitable uses bid 

off the less profitable ones out of land nearer the 

market place. This describes in model for an open 

market situation,where land goes to the highest bidder. 

The resulting land use pattern is a concentric 

arrangement of land uses 'rings' around the market place 
as shown in figure 4-4. In this diagram land uses 

a to d are seen arranged in concentric rings around 

point 0. Land use'a/outbids all the others and 

takes the nearest place to the market, foliowea by b, 

c and lastly by d. A kinked multi-crop rent bid 

function is the result, as the distance increases 

from zero in all directions. The resulting rent 

bid function is a cross-section of cones of different 

gradients and diameters arranged inside one another 

in the order of steepness; i.e. according to how each 

land use's earnings are affected by transportation 
costs. If viewed from above, a circular annular 

land use pattern, occupied by homogeneous land uses 

is visible, as shown in figure 4-4.

Land Value Gradient

For the benefit of surveyors interested in land 

valuation and estate appraisal it is necessary to 

point out that the composite of rent bid functions

shown in figure 4-4 is also the Land Value Gradient.2
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FIGURE 4-4. A composite rent bid function; 
and a plan of concentric land use zones around a 
market centre.
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Land value happens to be the present value_of a 

stream of income expected from land. This stream of 

income is the periodic rent or income receivable from 

land; or expected as net yield from the sale of the 

produce of land. Agricultural land value will 

therefore be highest nearest the punctiform market; 

and will decline as shown by the multi-crop 
rent bid function in figure 4-4.

Modifications of the Von Thunen Model

It is now clear that because of the economic 

variations brought about by differing crop production 

technologies; the crop market in the punctiform 

market-place, and the cost of transportation, land 

uses are grouped around the market in this simplified 

model in concentric rings. Von Thunen hypothesized 

that the first ring will comprise perishable 

commodities like fruits and dairy products. The next 

one will specialize in the growing of lumber products; 

followed by a wheat zone, a barley and rye zone; 

followed by a ranching zone; marginal land, and lastly, 

followed by the desert surrounding the isolated State; 

as shown in Figure 4-5.

It must be borne in mind that this is not 

necessarily the modern order of arrangement. This is 

because transportation technology has changed since 

the days of Von Thunen in the early 19th century.

At this time, the order of arrangement took the
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FIGURE 4-5. Von Thunen's rings of 
concentric land uses around a market centre.
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prevailing transportation technology of the ox-cart 

into consideration. This way, dairy products and 

fruits had to be located nearest the market because 

of their perishable nature. In modern days, with 

the aid of modern refrigeration, fruits and dairy 

products can be located a long distance from the 

market centre. For example, people in Kampala,

Uganda, use the milk produced by farmers on the Kenya 

highlands that is transported across the border 

using the Kenya Co-operative Creamery refrigerated 

cars. If Von Thunen were taken seriously, this could 

not be the case in 20th century East Africa.

Using the same transportation technology, people 

in Europe and the United States are able to enjoy 

dairy products and fruits grown in East Africa. 

Technology has changed so much that these land uses are 
even influenced by superior food packaging methods. 

Through the canning processes dairy products can last 

for long periods; and-can be transported conveniently 

over time. Similarly, lumber products need not be 

located near the market. Von Thunen argued that 

because of the bulky nature of firewood and timber 

the transportation costs would increase tremendously 

the farther this land use is located from the market.

In modern times, however, although the products are 

bulky - as will be examined later when considering 

the location of industry in chapter ten - the modern 

trucks can haul semi-processed lumber products cheaply
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and at economic rates from long distances to the 

market. Nairobi market is served by the lumber 

products from Mt. Kenya, Aberdares, Mau Hills and Mt. 

Elgon forests. So the necessity of lumber products 

being located second closest to the market has been 

modified by the improved industrial and transportation 

technology. Land uses around the market places are 

likely to be more complex than those hypothesized in the 

Von Thunen model that was built in the early 19th 

century. We should not forget, however, that this 

situation was approximately true in the real life of 

the time across the flat plains of northern Europe that 
he was describing.

Von Thunen was not adamant that his model would 

apply fat full blast' , and in its unrefined, unmodified 
fashion to the real world situations; even the word

A

that he was familiar with in Northern Germany. He 

therefore relaxed all the assumptions in the original 
model to approximate a real life situation . One of 

the first relaxations of these assumptions that he 

made was (as we have seen) the introduction of 

different types of farmers, each using a different 

production technology to grow a different kind of crop 

from the others - hence the different rent-bid 

functions and the concentric zonation of land uses 

around the market place.

The next assumption that he relaxed was to do 

Wlth the mode of transportation. He introduced a
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bi-modal transportation system; one mode of which 

was cheaper and faster than the oxcart. This was 

water transportation, because the temporal domain 

of his model was in the early 19th century. Von 

Thunen ran a river through his isolated state; and 

connected the two opposite sides of the homogeneous 

plain with the punctiform place; as shown in Figure 

4-6. In this diagram,, the cheap mode of transport 

is seen to disturb the regular concentric zone pattern 

Its existence makes it economical to grow crops
yfather away from the market than without it; because 

the farmers need not be located near the market for 

their operations to maintain the high net revenues.

A cheap mode of transport means that the farmers can 

afford to locate farther away from the market, and yet 

have equal accessibility to the market place(in terms 

of the time and the cost of transportation per unit 

distance ) with those other farmers who are located 

nearest the market place. Land uses will therefore 

take elongated patterns along the cheap mode of 

transport - this navigable river.

In figure 4-6 a farmer situated at C incurrs 

the same cost in transporting his produce to the 

market place as that located at D although the 

diagram shows that he is located about twice the 

distance from the market as his 'friend' at D.

Cheaper transportation costs make the rent bid 

functions along the axis of their occurrence flatter.



FIGURE 4-6. Von Thunen's rings as 
distorted by a cheap mode of transport - e.g. 
a river - that runs through his 'isotropic' plane 
and the market centre.
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This is because the slope of these functions is a 

function of transportation costs, which means that 

rent bid functions will be steeper in the
direction of dearer transportation costs, and flatter 

in that of cheaper transport costs. This is in fact 

what causes the re-arrangement of land uses along 

the cheaper axis to acquire the stretched out
planar pattern.

In Figure 4-7 the same crops are shown in 

diagram (a) and (b) on the same plane; but different 

cross sections of the demand cones have been taken 

across the more expensive and the cheaper axes of 

transportation. These axes are A-A' and B-B' in figure 4-6. 

In figure 4-7 (a) the rent bid functions are steep, 

showing how fast the net returns received by the 
farmers along this axis is eroded by the cost of 

transportation. This means the farmers cannot afford 

to locate long distances from the market place; because 

their outer margins of economic cultivation where 

they would earn zero returns are reached very fast.

When crops a b and c are considered, their 

competition for land use is such that the 'outer 

crops' are compeated off by the inner crops fast, and 

land use rings change more abruptly, causing the 

concentric rings to be thinner across the dearer axis 

°f transportation.
The reverse is true about 4-7 (b); where the 

returns of the farmers are 'eroded' at a slower rate
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FIGURE 4-7. The effect of cheap 
transportation in one direction^on rent bid 
functions; and on the comparative width of Von 
Thunen's rings in the direction of cheap and 
dearer transportation costs. This diagram is a 
cross-section of Figure 4-6, A-A' and B-B' are 
as shown in the plan - Figure 4-6.
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by distance because of cheaper transportation costs.

The rent bid functions are flatter, and the 

fconcentric' land use zones, are wider. It therefore 

follows that although farmers are paid the same 

amounts in the market, each land use in diagram (b) 

can afford to bid for wider land from the market 

centre. They in fact occupy wider spaces than across 

the expensive transportation axis. Compare the 

spaces a, b, and c in both diagrams (a) and (b) and 

note their relative differences in width. Both 
diagrams are drawn on the same scale, both vertically 

and.horizontally.
Costs and Rent bid functions

This arguement brings us to one conclusion; 
that the rent bid functions are steeper in the 

direction of greater costs of production and transportatior 

from the market centre. For example, if we do as Von 

Thunen did - and relax the equality in fertility 

around the punctiform market - it means that by so 

doing, we decrease the returns available to the farmer 

per acre of his land in the direction or in the area of 
the less fertile land. This is because the farmer 

will have to incurr greater costs in making his land 

more productive, by say - buying fertilizers, or 

investing more in labour and working capital. This 
reduces his net returns - hence his ability to bid high 

for land at all locations from the market centre.

He therefore uses less land, and
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faces a steeper rent bid function, which means that 

wnereas (assuming the fertile land spreads all the way 

out from the punctiform market place) the land uses 

will be nested together in the usual Von Thunen 

pattern, each of them will however have closer spatial 

margins; so that the pattern of arrangement becomes 

analogous to that of closer contours in the up-hill 

direction of a topographical map. The "up-hill" 

reflects the increase in costs with distance at a 

faster rate on the axis of infertile land than on the 

axis of normal land. In figure 4-8, land uses on the 

right hand side have closer margins than identical - •«* 

land uses on the left hand side - meaning less 

fertility on the right.

Thus, according to Von Thunen, different thicknesses 

of the annular land use rings would result. The kinks 

and the hills on the rent bid function would also be 

noticeable - according to the returns obtainable from 

land at different positions from the punctiform 

market place. Pockets of infertility as shown in figure 

4-9 would be evident. This relaxes the assumption of 

homogeneity of land in all directions.

Land use would be modified farther if one direction 

of travel from the market is uphill, and the other one 

is down-hill. Differing costs of transportation 

w7ould cause the same effect as for those of the land 

where superiority in fertility exists in one direction.



FIGURE 4-8. The effect of reduced 
fertility on the width of land use rings and the 
gradients of rent bid functions.
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FIGURE 4-9. A pocket of infertility and 
its effect on land use rings and the rent bid
function.
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Influence of a subsidiary market

This is the relaxation of the assumption of an 

isolated state, where the plain is allowed to have 

different marketing centres, instead of only one. Each 

market centre tends to develop the Von Thunen land use 

pattern - its own "micro-zones" around its individual 

punctiform market place. However, some of these micro

zones may dissappear because of competition from the 

neighbouring market where similar land use zones (but 

from a different trading centre)meet. They tend to 

form continuous belts. In spite of this, the number 

of fanners selling produce-to each market tends to 

be a function of the different influences of the two 

trading centres. So that the smaller trading centre 

has lesser farmers marketing their produce in it than 

the larger trading centre. Both punctiform market 

places apportion their tribuary areas where their 
land value gradients cross one another like at 

Z in figure 4-10 (a); or dotted line ZZ* in figure 

4-10 (b).

In figure 4-10 (a); two central places A and B 

are situated close to one another on the same plain, 

so that their composite land value gradients meet 

at Z .  This point forms the boundary of their trade 

areas along the axis Q-Q' which is represented in cross 
section by shown demand cones. In this diagram each 

trade area has its own land uses arranged from their
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FIGURE -4-10. Effect of a subsidiary 
trading centre on the land use rings around the 
main trading centre and around the subsidiary 
trading centre itself. (SOURCE: H.W. Richardson, 
Regional Economics, p.27).
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punctiform market places in concentric homogenenous 

zones across the plain. Each trading centre has 

identical zonal arrangement to the other one. It 

is assumed that, in each, the same hierarchical order 

of land uses' nesting exists around both central places.

The proximity of B is seen to affect the land use

pattern on this homogeneous plain; so that the

resulting arrangement responds to the presence of two

market centres. The larger and more influential centre A

is seen to dominate the land use pattern in such a way as

to obliterate or compeat 'out m  its direction those areas

that should have 'inferior' land uses with respect to B.

For example, zone d disappears completely in the

direction orthogonal to A, and is only found in the areas

where it is economical to have zone d around A. C ands t
D zones of the larger centre are seen to coalesce with

C and D zones of the smaller centre in the areass ,

between both markets.

However, the trade areas are divided between 

the two central places A and B in such a way as to 

indicate the relative influence of both central places. 

For example, the farmers marketing their C product to 

both market centres are split vertically below Z; where 

the composite land value gradients from the two central 

places intersect. This intersection is continued 

along the locus joining the points of intersections of 

the margins of homogeneous land uses around the two
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market places as indicated by dotted arc shown by 
Z - Z* .

Land use would be more complex if market centre 

B were closer to market centre A; or if these were 

more than one market centres surrounding centre A. 

This complexity,brought about by different market 

places of differing sizes/adds to that brought by 
fertility, by differences in transport costs, and by 

the influence of many variables - to bring about the 

complex looking land use pattern over space as it

exists in the real world situations.
/

Empirical Examination of the Von Thunen Model 

The Von Thunen model has been examined by many 

regional analysts extensively; especially in the 

last four decades (1940s, 1950s, 1960s and 1970s).

In the western world it has been difficult to obtain 

situations approximating the early 19th century, when 

the model was proposed. However, in most cities 

there is a tendency for land uses to be influenced 
by transportation in the fashion proposed by Von 

Thunen.
One of the most significant researches in this

direction was done around Addis Ababa, Ethiopia by
3R.J. Hovarth and published in 1969. The area around 

Addis Ababa at this time had a similar predominant 
economy to that found in Northern Germany at the time 

when Von Thunen was writing. The Ethiopian society 

at the time Hovarth was investigating it was feudal,
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and largely agrarian. Apart froir. the few affluent 

people owning cars, most of the farmers transported 

their produce to Addis on donkey and oxcarts - a 

mode of transport not very much dissimilar to the 

one witnessed by Von Thunen.

Hovarth was able to compare Von Thunen with the 

reality as it manifested itself around Addis Ababa. 

Although the study did not meet all the assumptions 
set forth in Von Thunen's model, several significant 

parallels were found which the author felt warranted 
farther investigation due to their striking similarity 

to Von Thunen's "rings". —e.*:
Before examining the parallels it must be pointed 

out that climatic zones, soils and the topographic 
nature of the landscape that play an important role in 

the geometry of spatial distribution of land uses were 

not homogeneous around Addis Ababa. Secondly, the 

culture around this city was not homogeneous because 

of the feudal stratification that existed among ethnic 

group living around it. Thirdly, Havarth found many 

eucalyptus forests around Addis Ababa but he dismissed 

them as not being sufficiently similar to the forest 
zone in the Von Thunen's model.

Hovarth found the vegetable cultivation zone that 

was located very close to the city intermingled with 

this eucalyptus forest. The vegetable gardens tended 

to be situated athwart the main roads and near small 
rivers. The second zone around Addis Ababa comprised
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high bulk, low value grass crops - thatch, barley, 

and wheat. Beans were also found to grow in this 

inner zone. The wedge-shape pattern was seen around 

the cheapest axes of transportation - i.e., main 

roads - with respect to all land uses. The dairying 

zone was also clearly defined before the UNICEF 

introduced modern transport technology in early 1950s. 
This zone was originally confined to a 2 hour travel 

radius from Addis Ababa by oxcart; because of the 

perishable nature of the dairy products. With the 

introduction of the UNICEF dairy product collection 

and transportation programme incorporating technical 

expertise, transportation network, and refrigeration 

equipment, the original pattern of nearly annular 
land use pattern changed to that of wedge shapes along 
the road network. This is an illustration of 

innovations which change the time-distance gradient, 

creating an "octopus" arrangement of land uses along 

the main roads - identical to a relaxed Von Thunen 

situation discussed above.
Around Addis Ababa, small trading centres were 

reported by Hovarth to elicit a similar pattern of land 
use around themselves as expected using the Von Thunen 

analysis; and to interact with Addis Ababa in a similar 

manner; in so far as the land use analysis is concerned 

He found the land use pattern in the study area being 

influenced by fertility; especially in the black cotton 

soil zone East of Addis Ababa.
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Hovarth concluded that although several 

theoretical expectations were not met exactly as 

described in the Von Thunen model, circular patterns 

of activity existed that resembled those hypothesized 

in the Isolated State by Von Thunen.
4A similar study was done by Robert Sinclair 

in the United States. He reviewed several studies 

that had been done in the immediate past before him; 

and found that increasing transport costs caused 

the rent per unit area of land for any specific use 

to decrease with distance from the market centre.

He found that different land uses are affected
-  ■.. -

differently by changes in distance from the market 
centre; because each commodity produced by each land 

use has different transportation costs due to the 

peculiar characteristics and production technology 

of the commodity. The rent bid functions that had been 

confirmed by these studies resembled the Von Thunen 
arrangement. However, Sinclair shows that land uses 
around modern metropolises in the United States and 

the western world display significant differences 

from those postulated by Von Thunen; because of the 

changes in transport technology; and also because 

of the speculative thinking of land owners in anti

cipation of urban expansion in their direction - hence 

the higher rents associated with the peri-urban land 
uses. He maintains that since urban land uses today 

are more valuable than agricultural land uses the
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former eventually take over the land around metropolises. 

Land need not change hands, but it rises in value in 

these peri-urban areas. The landowners carry out 

their activity over land with a feeling that 

''something is going to happen". Gradually they phase 

out agricultural land uses and replace them with 

urban and suburban activities.

Another significant study that needs to be 

mentioned here is that of Peter Muller^ who studied 

the land use pattern around the American North Eastern 

Megalopolis. Muller was interested in seeing how 

economic rent varied with distance from the major 
trade area of the U.S.A. However, he avoided 

tackling the economic rent directly because it was a 

variable with many difficulties in identification. He 

chose a surrogate of net income perju^it area, and 

studied its variation with distance over 1376 counties 

covering a wide belt from the Eastern coastline to the 

mid-western U.S.A.
Using a powerful tool of trend surface analysis - 

a kind of multiple regression technique - he used his 

data to show Iso-rent lines surrounding the main 

megalopolis and the local market. He found a sloping 

land value gradient around the North Eastern Megalopolis. 

He was able to map iso-rent curves all over U.S.A. 

using his data as shown in figure 4-11.

In conclusion, the real life land use pattern is 

subject to the influence of very many variables, but



FIGURE 4-11. Iso-rent lines around the Eastern 
Meqalopolis of the U.S.A. (SOURCE: Peter Muller, "Trend 
Surface of American Agricultural Patterns: A Macro Thunen
Analysis,” Economic Geography, vol.45, 1973; pp.228-42.

i
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it is not without an economic explanation. The Von 

Thunen model has therefore been able to stand the 
empirical tests over time.

"Von Thunen meets Ricardo"6

In chapter 3 the Ricardian model is highlighted, 

and modern economic analysis(where payment to land 

is viewed as payments to any other factor of production) 

is discussed. In this chapter another approach to 

rent where the influence of transportation costs 

determines the spatial rental differences is presented. 

The question arises as to whether both approaches are 

the same, or whether they are mutually in opposition; 
or whether some of the cardinal ideas expressed in 

each approach are different.
Both approaches owe their origins to two schools 

of economic thought prevailing in Europe during the 
last century. Ricardian ideas were incorporated into 
classical and neo-classical economic thought that was 

published in the Anglo-Saxon world after he published 

his Principles of Political Economy and Taxation.

The resulting theory considered all aspects of land 

rent; holding transportation costs constant. In fact 

transportation was regarded as one of these dis

turbing irregularities that would interfere with the 

working of the Ricardian model; and was introduced 
only when the assumptions of the model were relaxed.

This often came in areas that were strictly out of 

context with rent theory - surfacing often in
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International Economic Theory, and inter regional
7trade flow considerations.

However, this does not mean that the classical 

and neo-classical analysis was necessarily different 

from the rent analysis presented by the German 

historical school, as pioneered by Von Thunen. The 

difference lies mainly in emphasis. This is because 

all main economic principles of rent keep on croping 

out in classical and neo-classical writings of Mill, 

Marshall, Chamberlain and others but are presented with 

a slightly different emphasis from that of the German
g

School. ...However, both approaches tended to represent 

different streams of thought on the same subject -

albeit unsythesized - and aimed at the one direction of 

ascertaining what caused land value differences over space.

The Von Thunen approach was, however, over-shadowed 

by neo-classical literature in the English speaking 

world for some time, until the advent of Land Economists 

in the United States and Western Europe during the 1920s.

At that time the authors examining the city structure 

and the urban rent patterns began reviewing Von Thunen 

as a starting base for formulating their theories or

for starting their emphirical observations. This is*
when transportation costs came under serious review. 

However, both approaches remained essentially different 

until in the late 1950s when they v/ere synthesized by 

Edgar S. Dunn, Walter Isard, and William Alonso.^
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As a result of this later work; especially that 

of Alonso, it is now clear that both theories are 

not different - that nothing in each is mutually in 

opposition to one another. In fact they are comple

mentary. Alonso employs a rigorous mathematical 

analysis and the principle of substitution to 

synthesize the urban land value theory with the 

agricultural land value theory. He demonstrates that 

urban land values are in fact a continuation of the 
same phenomenon of land values over space as in 
agricultural areas; and that the spatial distribution 
of all. land values is determined by the economic 

desire of all firms (urban as well as agricultural) 

to maximize profit. The urban firm will therefore 
locate in such a way as to take all the other costs 

of inputs into account including the costs of land; 

and at the same time in order to minimize transportation 
costs. Profit is maximized subject to a budget 
constraint. The household would also follow the same 

analogy in the choice of his location; but this time 
the household would be maximizing its utility - 
subject to its budget constraint. It would consider 

all the other necessities, transportation costs, and 

the quantity of land that it should purchase. In 

all the three cases - agriculture, residence, 

and the urban firm - location about an urban area

would be taken by the highest bidder; and the*
resulting location pattern all over space about an
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urban area (including the agricultural peripheral 

areas) would resemble that of Von Thunen as discussed 

above. When this condition prevails a state of 

equilibrium land use and land values is reached over 

the space around a central place.

Cardinal to Alonso's land rent theory synthesis 

is the concept of bid price curves. These are loci 

of all prices faced by urban firms; residences and 

agricultural land uses; such that when all of them are 

occupying optimum quantities of land they expect 

constant levels of profits (Urban firm and agricultural 

land users) or utility (residences) at all locations. 

When the bid price curves of any use come into contact 

with the price structure, the location of that 

particular land use is determined. The theory is an 

admirable extension of the substitution mechanism in 

economics. The bid price curves are analogously derived

The basic difference between Ricardo and Von 

Thunen (as hinted earlier on) is the fact that Ricardo 

concentrated principally on fertility differences, and 

neglected distance, assuming that it is one of the 

complicating factors. Von Thunen on the other hand 

emphasized on transport costs, and made fertility a 

complicating factor in his model.^ In accordance 
with modern synthesis both factors have been 

taken into account, but at different levels of
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of "resolution." If Ricardo is incorporated in Von 

Thunen he will have his theory cast in one of the 

Von Thunen zones; where land is theoretically the 

same distance from the city; but where it could 

vary in terms of fertility. Differential rent would 

result in this homogeneous crop zone because parts of 
the land would be better yielding than the rest 

within this equidistant zone. Thus the Von Thunen 

analysis becomes a large scale model, where rents would 

vary with distance, and different land use zones would 

therefore result. Within these Von Thunen land use 

zones the Ricardo model would operate; an£ differential 
rents would result depending on the varying amounts 

of yields as resulting from varying fertility within 

each Von Thunen crop zonj. Thus differential rent 

would result from the distance from an urban area as 

demonstrated by Von Thunen; and from the yield expected 

in. any one Von Thunen homogeneous land use zone that 

has been demarcated in a macro-sense by the rent bid 

functions and the highest bidder. These differences in 

yield would be explained by the Ricardian model. It 

can therefore be said that Von Thunen's transport/ 

rental model is a macro/meso view; incorporating the 

Ricardian micro view of land rents.

A rigorous article by Donald W. Jones

has represented a demand and supply comparative 

statics analysis in both the Von Thunen

12
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and the Ricardian model. Jones first develops an 

algebraic model based on the familiar Von Thunen 

diagram; and demonstrates that the diagram and its 

"mother” model possess normal economic properties.

He then examines changes in rent and land use 

arising from different sources like variations in 

tastes, income and technology; while noting that in 

the traditional Ricardian model pure increases in 

land supply will decrease rent per acre; while pure 

land demand increase will increase the rent. In his 
analysis he derives the same results from the Von 

Thunen model and proves that both models have the 

same economic properties and are therefore equivalent. 

This gives support to the fact stated above - that 

both models are views of the same subject matter at 
different levels of resolution.
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CHAPTER FIVE

THE ECONOMY, LAND VALUES AND INVESTMENT

The Economy and Land Values 

In the earlier chapters we have discussed the 

theories of land rent as they were advanced by the 

classical Economists, Von Thunen and Ricardo. Land 
has been viewed by these people and later economists 

as a factor of production, and its supply and demand 

have been seen as affecting the rental or capital 

value of land. It is in this context that the 

theory of land rent as viewed from the Ricardian 

and the neo-classical view was discussed in chapter 
three. In addition differential rent, both as 

affected by fertility and transportation costs has 

been discussed in chapters three and four. It is now 

obvious that land must be paid as a factor of 

production. The amount of money payable will (in 
addition to being influenced by derived demand and 

the scarcity or specificity of the factor), depend 

on the quality of land, and the location of land from 

urban market centres 'or central places. Both 

transportation costs and the quality of land have 

therefore been found to influence the supply of land 

available for various purposes. These factors are 

also considered by prospective land buyers; whose 
revenue is usually affected by the quality of land 
and transportation costs if they decide to locate 

their economic activities on any specific location



166

from central places; or in the countryside. In any 

case, the equilibrium rental (or capital) value has 
been found to be largely a function of both land 

quality and the location of the subject parcel of
land.

In the following discussion other factors 

that affect land values are explored with an aim 

of introducing the reader onto a more comprehensive 

view of land rentals, values and their major deter

minants. This chapter attempts to explain some of 

the broader economic factors that affect the supply 

and demand of land and landed property other than 

those considered in chapters three and four. It is 
hoped that in the end certain questions will have 

been answered that are asked in every-day real estate 

analysis; and that are the source of so much confusion 
(and jargon) to the layman, real estate professional, 

and even to a trained economist. Some of these 
questions seek answers as to why land rents - and 
therefore land values - are affected by the general 

economic climate of a particular country in market 
economies. We have all heard real estate practitioners 

talk of how credit squeeze, the monetary policy, 

and the fiscal policy (budget, etc.) affect property 

market; so that real estate transactions are either 

slowed down, or accelerated by government action in 
these economic policy areasj This chapter seeks to 
provide some answers as to why this happens; and when



167

such impacts are expected to be felt. Effective 

demand for land is brought into focus as it is 

affected by economic forces, the availability of 

alternative investment, fiscal, and monetary policies. 

In addition, effective supply is considered under the 

same light; and in view of what has been discussed 

in the earlier chapters wirhin this work. In the end 

there is an attempt to analyse the reality and causes 

of the state of equilibrium in land and landed 

property markets; as these are affected by economic 

forces.

This state of equilibrium is not different from
that discussed by Ricardo, Von Thunen, and the later

classical and neo-classical analysts. The state of
equilibrium can be regarded as being the same as that
one proposed by Alonso in different landed property

situations. Therefore, the discussion of this chapter

will focus on what affects the price structure; by
discussing those things that affect that structure

that are exogenous to the Ricardo-Von Thunen - Alonso

rent theories. The impact of"the level of effective

demand through its effect on locus of opportunities,
price of other goods, etc., on the bid price curves

will be examined. They are expected to cause the
*

bid price curve to be either dipressed or to be shifted 

above certain levels. This shift in bid price curves 
ultimately determines the price level of land; through 

its influence on the effective demand for land.
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The Process of Investment

Rate of Interest

J.M. Keynes thought of investment as expenditure 
on real capital goods.

When a man buys an investment or capital asset, 
he purchases the right to a series of prospective 
returns, which he expects to obtain from selling 
its output, after deducting the running expenses 
of obtaining that output, during the life of an 
asset. This series of annuities Q ; Q2, ... 
it is convenient to call them prospective 
yield of the investment.
This statement was given in his famous book published 

in 1935. This book, popularly known as The General Theory1 

appeared during the dipression and provided the rationale 

for all investment - to achieve economic recovery. The 

statement was made to prepare the readers to the theory of 
investment that Keynes had re-modelled to suit his economic 

analysis. Although expressed about a half a century ago, 

this view is still upheld in contemporary neo-classical 
theory. This theory defines investment as_ purchase cy£ any 

asset^ or indeed Jthe undertaking of any commitment which 
involves initial 'sacrifice' followed by subsequent 

pecuniary benefits. For example, one may speak of the 

purchase of an ordinary bond or share belonging to a local 
brewing company as an investment; or the decision to finance 

one's education through a university as an investment.
In this text investment is also made to include the 

process of employing factors of production in the productive 

process in anticipation of economic returns from this process.
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The money used to purchase assets or to purchase

factors of production is regarded as circulating

(liquid) capital for the purpose of the forthcoming 
2discussion. The process of investment (by investors) 

is therefore that process whereby investors, through 

restraining from immediate consumption, commit the 

liquid capital available in the present time to some 

production process in return for a stream of income
l'  j , c, <spread over time - just as Keynes explained.

In committing their versatile spending power,

(or money) that is available at the present time,
. '  \investors are usually uncertain of what is likely to 

happen to this money or the expected stream of income 
in the future. The process of production they will 

have committed themselves to is open to many risks and 
dangers, and it may "collapse", spelling doom on 

whatever amounts of money was tied to it. Literature 

and everyday experiences are full of tales and mis
adventures wherein large sums of money are committed 
on massive projects that eventually result in yielding 

less returns than that was expected at the inception;

or no returns at all. This often results J.n tragic

jEinancial catastrophe wherein the money .invested 

cannot be available any longer either for immediate 

present day spending on other investment, or for 

present day consumption, j

In a similar manner we can view committing money 

for investment like keeping it somewhere it cannot be 

obtained for consumption now, so a stream of income
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could be realized from it for the same goal of 

sacisfying future consumption. Any money kept 

somewhere inaccessible, and payable only at a future 

date is exposed to risk, because intervening events 

can make such future payment/s impossible; and cause 

a loss in satisfaction that may have resulted if such 
money were spent immediately. It is for this reason 
that a shilling that is available in 5 years, for 

example, is viewed by people (anybody) as being smaller 
than that which is available now. On this same principle 
the discount theory and theory of interest are based.

Any money left somewhere overtime and not spent at the 

present time is not guaranteed from risks, because 

the investor is not sure whether such money will be 
there in the first place, or whether the stream of 

income is guaranteed.
Since no future payments are certain the person 

leaving his present day consumption power in some

place is committing his liquid assets to the process 
of investment, and has to be rewarded somewhat; to 

encourage or induce him to part with his money. 

Something has to be done that will make this owner 
of present day spending power indifferent-between 

spending his money later (either through a stream of 

income or as a lump sum); and using this money in the 

present time for other immediate benefits or pleasures. 

The owner of this money must be renumerated for taking

the risk of leaving his money tied to some investment.
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One metnod which has evolved throughout history 

as a result of financial practice, and with the 

development of western economies is the renumeration 

through interest rates. Persons holding money are 

convinced or induced to part with it by being offered 

binding promises by the borrowers that their money 

will be able to "earn" for them a specific income in 
relation to its quantity: i.e. that income or interest 

calculated as a percentage of the lump sum diposited 

(the premium). This percentage is the so called 

rate of interest; and is promised to individual owners 

of cash by commercial banks and other financial 

institutions to induce them to invest their money in 
these institutions.

The rate of interest is therefore the price of

borrowed money. Thus, if shillings 100/- is lent,

and shs.105/- is payable at the end of the year the
yearly interest rate is shs. (105 - 100) = 0.05 or

100 .
5%. It would be an oversimplification to talk of 

"the" rate of interest. At any one time there are a 
whole set of different interest rates, each associated 

with a different form of lending; i.e. with the place 

wherein money is being diposited as premium to yield 
an income flow, so that this premium can be obtained 

in future. The reason for such differences will be 
time preference as discussed above. The lender is, in 

effect,postponing consumption from the present to 

the future; and consumption in future is preferred
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to present consumption because of some inducement• the 
Rate of Return .

Interest rate is the term describing the price 

of 1ending-money. On the other hand, when money is 

committed to the purchase of real capital or other 

investment, the renumeration for the lump-sum forgone 

(premium) .is the so called rate of return. This rate 

is analogous to the rate of interest, because the 

investor in any project compares the periodic renumeration 

from his investment to how much he could earn if he were 

to leave his money in a commercial bank. The rate of 

return is usually defined as net profit from an
---  "  -----■ _______ • —  . .  I

investment after all expenses have been deducted from 
the gross income of the investment - including

3dipreciation, if real capital is under consideration.
Whether one is considering the rate of 

interest, or the rate of return to investment the 

analogy is the same - namely, one has to expect a 
certain percentage return on his premium that makes 

him indifferent to the time that he spends the 

premium; and therefore willing to tie his lump sum 

amount to the subject investment.
One basic assumption in economic theory about 

a rational individual's behaviour (or a firm's 

behaviour) is that they operate in such a way as to 

maximize profits. This motive is maintained in their 

choice of the investments in which to commit their 

funds; whether it is having the money in a savings
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bank, any financial institution like insurance firms, 

building society, etc., or indeed, purchase of capital 

goods. The choice of 'an investment' will depend, 

therefore on its pxoposedr-returns! Only those

investments that are consistent with the firm's
n

profit maximization goal - hence the maximization of 

the rate of return - will be chosen. This implies

that the firm will have perfect or real perfect
*

>wledge of all investments open to it; so that it can 

be in a position to compare, and to choose the best 
rate of return., ,

In choosing this rate of return, even the interest 

rates offered by financial institutions come into 

picture. We shall see later how these are affected 
by the action of governments' fiscal and monetary 

policies; either directly through taxation; or through 

the working of the central bank mechanism. At the 

moment we shall only observe that the central Bank 

fixes the Bank rate which governs the lowest level of * 

interest - rates offered by commercial banks. The 

latter is about 1% or 2% more than the Bank Rate; and 

is usually called the market rate of interest. This 

is meant to be of such a level as to be able to 

induce the small saver to leave his small money 
deposits in the savings banks as savings. Various 
savings banks have their own rates of interest. Therefore 

when one talks of the "market rate of interest" 

(especially when comparing it to the rate of return
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available in different investments) one usually is 

referring to an average rate of interest offered by 

banks. In Kenya today (1985) this is about 14% per 

annuam. Other investments have to have equal or higher 

rates of return than this if they are to induce the 

small investor to consider them as viable alternatives 

to leaving money in a savings bank. These other 

investments include investments in land and real 

property, which are central to the theme of this work.

It must be noted here that the same profit 

maximizing motive obtains even in the decision making 

of large firms that have large financial reserves which 

could be used for investment. Any such firm could 

always leave its money with a savings bank; or it could 

alternatively consider the thousand odd investment 

options available in the capital/and real property; all 

of them capable of yielding specific rates of returns. 

Some of these are comparable to or higher than the 

market rate of interest. Each investment will be 

considered on its own merit.

Investment and Cash Flow

Concepts of Discounted Cash Flow
In the present age of accurate financial analysis, 

an average firm employs financial analysts to help it 

in making investment decisions. These could be 

economists, real estate appraisers (valuers), engineers, 

estate agents, stock brokers, insurance agents, 

etc. Alternatively, the investor himself
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could be a proficient financial analyst or a capital 
budgeting expert; and he may be in a position to 

utilize some of the modern techniques available for 

comparing the returns of various investments. Despite 

these techniques, there is an important limitation 
which requires re-emphasis: namely that any of these 

analysts has imperfect foresight into the future. 

Economists have not yet devised really effective 

methods for taking uncertainty and risk into account;
iand predicting the future with any degree of accuracy.

Bearing in mind these risks and uncertainties, the analysts 

consider whether or not to given up their money that 
i s  available to them at present in return for a stream 

of income accruing to them in a succession of future 
times. When a present value is given up in preference 

for a future value or for a stream of income, this

favour of the stream of income; or a future value.
This latter meaning is the commonest use of the word 
discount; and the rate of interest or return used to 

arrive at the present value is the rate of discount. 

Consequently, one could prefer present value to a stream 
of future income, or a lump sum payment due in future 
This time one can say they discounted future value for 

present value.

means that the pres een discounted in
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At this point it is necessary to describe the 

procedure which must be employed to compare present and 

future receipts of outlays. First of all, the investment 

analyst needs to know the amount of money at his disposal

investment, he needs to know either the amount of money

receivable at a future date, or the amount of each

payment which is a part of a stream of income; and the

dates at which such payments are made. If the stream

of income is not payable in uniform amounts, all the

details of the magnitudes of payment, and their dates

should be available. He needs to fix his rate of

return - which he does according to his perceptions of
the risks to which the investment is open. This rate

must not be below the market rate of interest. It

must be mentioned here that since the risk-rate or the

rate of return is based on his perception of the

lucrativeness of the investment, it is not something
which is uniform among all investors - or to all

investments. The rate of return on reach investment
depends on each investor's Jja-s-ights, fears, expectations,

5and personal circumstances. From an observer's viewpoint, 

this rate is somewhat arbitrary, but the investor has 
serious reservations about it, because unless the

investment offers a rate of return higher than his 

perceived risk rate for that investment he is not 
prepared to part with his present spending power in return 
for any future cash-flow, or lump-sum. In effect, there is

at the present time - the premium. With respect to
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no economic yardstick for measuring the individual's 

perception of risk on the rate of return for any 

investment, except the wishes and preferences of this 

particular individual or firm. The rate of return 

that he fixes for any investment based on his 

psychological criteria is his internal rate of return; 

that maxes him indifferent between having command of 
his premium for present expenditure; and having to 

wait until some future date when he would begin to 
receive a flow of income, or when he will be due to 

receive his lump sum amount. Remember, the sooner 

ho can re-coup his money the better for him; then he 

can put that money to some other use that can earn him 

some more rate of return; or he can use it for 

satisfying his immediate personal needs.

Suppose some money Js available to the investor 
now; and is 'invested so that each interest payable 
for this premium to the investor acts as a flow of 

income from this investment as it is paid after every 

end of year. In other words; the money is invested 
at a rate of return,i; which is compounded annually.

Tne present value of this cash-flow is found as follows

(l+i)1 (l+i)2 (l+i)n
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Where i = Rate of interest

R 1 / ^2'* * *Rn=Nett annual revenue (net annual return) 
Pv = Present value

This formula applies when the cash flow from investment 

receivable periodically (annually) is not regular.

In case the stream of income is regular at each period
6 Rend (year end) ; then P = — ---- .

V (1+i)n
Having calculated the present value of his cash 

flow, he will then go on to examine whether the figure 

obtained is equal to the amount of money he is 

'ransoming" to yield the cash flow - or his present 

value (Premium P)

P must equal P^;

or P h Pv ( Premium must equal Present value)

If as a result of his calculation the abovet
equality (or identity)is not obtained he revises his

expected rate of return upwards, and the acceptable

rate of return is that which at least equates the cash
flow resulting from its application to the present

money value or premium being invested.

The investor of course would not hate having a bigger

Pv than P; but he must equate the two in order to

accept the investment. The rate of interest that at

least equates the present value of cash flow to the

premium is the investor's internal rate of return.____  — ----------------- - — -—  --------- -------------------------------------- »—

The external rate of return is what it would cost
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that firm to borrow money from sources outside its 

establishment. This rate of return can be said to 

be the market rate of interest referred to above.

Marginal Efficiency of Investment

We have noted earlier on that the motive of 

most firms is maximize profits. We have assumed that 

a holder of funds that are available at present, 

and that could be put to investment in return for 

cash flow is a firm, or an individual, whose aim is 

to maximize the returns- from his financial outlay - 

the cash flow from the premium.- As long as he 
realize a larger internal rate of return from his 

investment than the external rate he will continue 
milking the last cent of returns from investment. If 

he is rational he is not going to stop investing when 

he knows that some farther investment is capable of 

earning him some additional returns. In this 

connection, the external rate of return can be 

interpreted to mean the marginal rate at which additional 

investment funds may be borrowed.^

In the case of the holder of investment money, 

the external rate of return can be said to be the 

marginal rate of lending extra money at the market 

rate of interest. In both cases, when one is 

considering investing in any enterprise, the rate of 

return of that enterprise is likely to yield extra 

money above that which is offered by the market rate 

of interest. Under profit maximizing conditions
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therefore, the investor will continue investing in the 

enterprise of his choice as long as he can earn 

something above the market rate of interest.

The investor's profit maximizing rational behaviour 

will make him choose the parts of the investment of 

his choice that are most profitable first; and continue 

investing on the poorer and poorer sections, as long 

as there is something to earn above the market rate 

of return (the external rate). Bearing that fact in 
mind, and due to diminishing returns on whichever 
investment he undertakes we can conclude that the 

internal rate of return on each additional investment

(cateris paribus) will be declining. Therefore, a 
rational firm will undertake all investments up to the 

point where the value of the marginal unit of return from his 

investment equals the marginal rate of borrowing/lending: 
i.ev the external rate of return. In the neo-classical 

sense the firm will have milked every little benefit 

from that investment that is available in the market.

It will have maximized its return from that kind of 

investment, and reached its investment 

equilibrium; and then there will be no tendency to 
invest in that kind of enterprise any more.

This means that a rational firm cannot lower 

its internal rate of return more than the external 

rate of return. If it did, it would be getting less 

return from the investment than it can get by lending 

its money to commercial savings banks. Matters are
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worse if this firm is a borrower of investment funds

from commercial lending bodies. A lower rate of
v— • *
return in the proposed investment would then mean 

that the investment is capable of yielding less than 

it takes to service the borrowed premiums. The firm 

that undertakes this investment would risk operating 

at a loss. External rate of return is not always 

constant. It keeps fluxtuating (as we shall see) in 

response to exogenous parameters that are not under 

the control of the firm. If it rose above the point 

of the equilibrium of the firm it means that the firm 
would be operating at a loss, unless it dis-invested. 
On the other hand a lowering of this rate induces more 

investment until the internal rate of return is 
equalized to the external rate. This means that there 
are several points where the internal rate of return 
may equal the external for any firm; and the locus of 

these points forms a function or a scheme that has 
been defined as the marginal efficiency of capital 

function. This function is therefore the locus of 

all points at which the internal rate of return equals 

the external rate at different rates of interest and 

varying quantities of (capital) investment. It is 

the locus of all points of optimal investment for the 
firm at different rates of interest. It forms demand 

curve for investment for any individual firm. If the 
firm is a manufacturing concern the function becomes
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the locus of optimal capital stocks at different rates 

of external return (interest). Also, a real estate 

investment firm specializing in land and building 

estate development would face a similar demand curve ror 

investment at different rates of interest. This 

function therefore is the locus of optimal holdings in 

land and buildings at different rates of interest - 
optimal capital and land stock at varying interest 
rates.

Figure 5-1 shows this function, generalized for

all investment firms in an economy. If all investment
*

were at equilibrium at I. = I ; and the externali eo
rate.of return fell to I it would pay any firm to

1
keep on investing until it equalises the external
rate of return to its internal rate of return - at the 

*
point where 1^ = . Before adding on to its invest
ment a difference would have to exist between the 
existing investment and the desired investment; A K, 
or Kq minus . It is the gradual addition of 

investment to cover this difference that introduces 
diminishing returns. These gradually eat into the 

internal rate of return until the difference between 

it and the external rate is zero. Thus, the desired 

investment stock will have been acquired to bring 
the firm to its optimum level of investment where it

7is maximizing returns. This is how the internal rate 

of return follows the external rate of return along
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A K

FIGURE 5-1: The marginal Efficiency of
Capital Function.
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a locus — marginal efficiency of capital - or the 

demand curve for more investment in the firm.

The flatness of this function at very low rates 
of interest in the above diagram implies that investors 
can afford to borrow infinite amounts at these rates.

At very high rates of interest investors cannot 

afford to borrow anything, so the function is not 

assymptotic to the ordinate (y) axis; it cuts it at 

some maximum rate of return, beyond which investors cannot 
afford to borrow.

The aggregate demand for investment in an 
economy is the summation of all individual marginal

efficiencies of capital for different firms within
r , •

the economy. When considering the aggregation of these 

curves, however the relationship is not as simple as 
it looks in ordinary functional aggregation situations, 

such as in the Marshallian demand curve. Authorities 
are not in complete agreement as to the position of 

this curve. Some opinion holds that because of the 
diminishing returns of investment in an economy the 

marginal efficiency of investment (MEI) for the whole 

economy would lie below the expected position occupied 
by a simply aggregated MEI function for all firms.

Other economists stop the analysis where MEI for all 

firms is considered simply as aggregate of the MEI 

functions for all ordinary firms. The analysis is 

detailed and cannot be carried out in this elementary 

work. Readers are however requested to consider
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ordinary (introductory) texts on macro-economics for 
_ 8detailed analyses. It is enough for our purposes 

to assume that the MEI for the whole economy is the 
aggregate function of all firms.

Equilibrium for Investment in An Economy. 
Investment Equilibrium in an Economy

In order to see how equilibrium for investment 
comes about and can be illustrated, it is necessary 

to bring in the supply function of investment - now 
that we have identified the MEJ function in the 

economy as the demand function for investment at 
different rates of interest. This equilibrium model, 

and the resulting rate of return (or price level of 

investment) will later be used to demonstrate how 

government action, the action of the market, and other 
macro-economic exogenous variables affect the demand 
and supply for investment. It is intended to show 

that this analysis will lead to useful conclusions in
m

connection with the demand and supply for land and real 

property. This kind of analysis is meant to show why, 

sometimes, due to macro-economic conditions of the 

economy the market for real property stands either 
to gain or suffer. Real estate men speak of the 

credit squeeze, the recession, government taxation, 

the onset of a new industry, the boom in the whole 

economy generally, etc., and say that they affect the 
real property market. Using these functions it is 

hoped to demonstrate how the real property market -
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the market for land - is affected by exogenous economic 

forces. This will then be related to the Ricardo-Von 

Thunen rent analysis through Alonso's price structure - 
Rent bid function analysis.

The cost of investment, or the return paid to 

the suppliers of investment at differing prices is
9

mapped by the average factor cost function. Suppliers 
of factors of production will manufacture factors of 

production, or will invest in response to the price 
being offered in the market for such factors or
investment.

This fact is "easily understood if we consider

real capital for some specific purpose as any other 
good that is produced in response to the price being 
offered for this good in the market. The Marshallian 

supply function tells us that the producers will be 

willing to supply more of this good the higher the 
price of this good prevails at its market. This analysis 

is generic - and applies to the supply of any good 

in an economy. According to this analysis, the market 

supply curve is the aggregate of supply curves for all 

producers in an economy; and that the overall equili
brium price is determined by the intersection of 

aggregate supply and aggregate demand. The supplier of 

any good - and for that matter capital - will therefore 

respond to the price prevailing in the market.
In the earlier discussion we have identified 

the supplier of capital as an investor, and that he
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invests in response to the rate of return that he 

expects; so that he can equate the present value of 
his investment to his cash flow. It therefore 

follows that in the short-run (ceteris paribus) a 

high rate of return will induce the persons with 

cash surplusses to leave them invested in capital 

goods. Higher and higher rates of return would 

attract more and more investment activity in capital 

goods supplying industry; so that the supply curve 

for capital is not unlike that proposed by Marshall for 
ordinary goods.

It should be noted, however that the rate of
return is being considered as the average factor cost; 

or the market price of the factors. The rate of 

return in this case prevails at the market like in 
the case of the Marshallian price that attracts 

suppliers. A farther investigation of the nature of 
the rate of return in relation to the rate of interest 

reveals that it is a mathematical transformation of 

the prevailing unit cost of capital in the market.

It happens to be a percentage of the capital value 
of the investment payable periodically to the lenders 
of investment premia in the capital investment market. 

It is therefore a generalized function describing the 

periodic return of the unit cost of capital. If a 
specific investment were considered it would be found 

that this percentage of the actual cost of investment, 

when calculated, equals a particular price. This
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transformation can be done for several prices or values 

of the investment; and a supply curve with the real 

prices on the ordinate can be drawn, instead of the 

one with interest rate on. The rate of interest is 

therefore analogous to price in the Marshallian 

supply and demand when considering market analysis 
for investment.

The more the rate of interest - hence the rate 
of return for investment - therefore, the more 

capital formation takes place. It must be borne in 

mind that this rate of return is the market rate, and 

that single investors are assumed„to have no influence 

over it. They will therefore be perfect competitors 
in the investment market; and will sell their capital 

good at the prevailing price in the market. We are 
also assuming that at each point on this capital 

supply function these competitors are rational profit 

maximizers, who will leave no profit untapped in the 
market. Each point on the function therefore becomes 

an equilibrium point where each factor producer maxi

mizes his profit; equalizing his marginal revenue 

(expected return) to his marginal cost (that of 

borrowing investment funds from the market). Higher 

or lower rates of interest therefore induce the changes
■v.

in this equilibrium, and a movement into a new one - 

continuously, all along the curve. At each point 
MC = MR. The marginal revenue = Price, because of 

perfect competition in the investment market.
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Elementary price theory tells us that Price = Average 

cost under perfect competition. The locus of different 
rates of investment at different rates of interest 

therefore depicts the locus of a generalized 

(mathematically transformed) average factor cost 

function. This is in keeping with the price theory - 

that the supply curve of capital function is the same 
as the average factor cost function. Figure 5-2 

therefore depicts the average factor cost function as 

the supply curve of capital. At a low rate of interest 

I only a small amount of investment K is made. 

However,-'with the increase in average price of capital 

offered in the market (or AFC) more and more capital 

investment is injected into the market, so that it is 
clear from the illustration that at a higher rate of 
return (interest) 1̂ ; a greater amount of capital 

investment is made.
If there is a lot of money in the economy, and

it is cheaper to borrow and to invest, the supply curve

of capital investment shifts to the right, signifying
that more investment like can be made at the same rate

of interest I .A shift to the left would demonstrate o
the opposite effect, where less investment, is 
made, signifying that less investment (only) is 

available at the same rate of interest. (Note the 
vertical analysis where Kq can be made cheaply at I or 
dearly at 12 depending on the position of the supply curve ).
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FIGURE 5-2: • The Average Factor cost 
Function.
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Higher prevailing rates of interest will therefore 

lead to shifts in supply curves. These are, of 

course influenced by other exogenous factors that 

that are not part of this model, but that will be 
explained later in this chapter.

The supply curve of one individual investor in

the capital market behaves in this manner, and the

market supply curve will, for simplicity's sake, be

assumed to be an aggregation of individual supply
functions*in the Marshallian fashion. This analysis

is easy to see in relation to capital - which is

considered as a good capable of being produced; and

whose production can respond to the conditions
prevailing in the market. The relationship here has
been simplified, but it is not as simple as it seems
because of the other macro-economic parameters in

the investment market. For a more thorough analysis
9of this refer to more rigorous sources.

Individual equilibrium takes place when the 
individual ME I function intersects the individual 
supply of capital function as shown in figure 5-3.

The demand for capital in this diagram is the 

individual MEI function described above, and the 

supply curve is the AFC function. In this case the 
individual investor is in equilibrium at capital 

quantities when the rate of return is Iq. Aggregate 

capital market equilibrium is the summation of the 
individual demand curves for capital and the supply
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FIGURE 5-3: Equilibrium in the Capital
Market.
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curves of capital, and the intersection of both 

resultant functions. Figure 5-4 shows the simplified 

market equilibrium for capital investment. Here, 

the ME I function could be assymptotic to the ordinate 

because the whole economy can afford to invest at 

very high interest rates. Compare the aggregate 

MEI function here with that shown in figure 5-1.
A similar analogy can be made in connection with all 

investment, because basically the same factors that 
affect capital formation and capital investment in 
the economy affect all types of investment. This is 

because the holders of investment funds tend to 

respond to the rates of return of all investments 
prevailing in the investment and lending markets when 

analysing each individual investment. It is sufficient 
in this work to indicate that the demand and supply of 

investment in an economy is determined this way, 

without going into more detailed analyses.10

Just like it has been demonstrated that the 
supply curve for investment will shift, so will the 

demand curve for investment, the MEI . The shift 
will occur if the investors expect a rise in the level 

of sales of the goods they are supplying - i.e., if they 

expect that a great demand for the investment of their 
choice is going to take place. Since the demand for 
investment is derived from the demand 'for consumer 
goods, any anticipated increase in aggregate demand 

is likely to shift the MEI function. If it shifts to
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Investment in  an economy

FIGURE 5-4: Aggregate equilibrium in the
Investment Market.
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the right (like it will when the expected demand rise 

is positive) it influences the rates of interest 

upwards in the short run; assuming the supply function 
remains the same. An expected decrease in aggregate 
demand for consumer goods causes a shift to the left 

of the demand curve for investment, with the concomitant 

decrease in the rate of interest.
In the medium to long run, this influx of invest

ment will shift the supply curve to the right; and some 

higher equilibrium position will result; depending on 

the oscillations of aggregate demand and supply within 

these time spans.
The investment expectations are purely psychological 

and could be affected by any of the economic indicators 
that are interpreted by investors to influence their 
respective investment and prospects for cash-flow from 

investment. A government policy that favours investment
and good prospects for cash flow will be interpreted by

investors as good for investment. This will shift the 
demand curve for investment (MEI) to the right - meaning 

that more investment is demanded. If the supply curve 

remains the same, this means that prices for investment - 

rate of return - will rise. This induces suppliers to 

supply more funds or more investment to meet the new 
demand - and a short term movement along supply curve. 

Further supply in the medium and the long run will cause 

a shift in the supply of investment. Political climate, 

change in social tastes and preferences will have similar
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effects on the demand and supply functions for

investment. Technological growth - or growth in

efficiency can cause the shift in demand and supply
12functions for investment.

Investment Market and Real Property

Investment in land and real property is just

investment like other types of investment. Anybody
who commits his money for investment in real property
as an investment is also considering the stream of

investment expected when an investment in real
property is undertaken. Those who are familiar with
real estate appraisal (valuation) will in fact

remember that the contractors' method of valuation
aims at finding the present value, or present cost of
investing money in land and landed property. This is
some kind of an assessment of the amount of money

that can be used to replace the investment if the

investment were "damaged" at the present time. The

investment method of valuation, on the other hand,
considers the cash-flow from the investment and finds
its present value.'1'3 A prudent real estate man will
always compare values obtained by both methods; and

their equivalence indicates accuracy in valuation.
Equivalence or near equivalence of capital values

derived from both valuation methods indicates to the
14valuer that the rate of return or the risk rate

that he has used in the investment method of appraisal
is the appropriate one for the particular investor.
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Failure to equalize the present value of cash flow 

with the contractor's method makes him manipulate the 

risk rate until equivalence or near equivalence is 

obtained. The resulting risk rate is the appropriate 

investment risk rate. This search for an appropriate 

investment rate is parallel to equalizing the internal 
rate of return to the external rate of return in the 
appraisal technique.

Valuers will remember that the residual method 
of valuation also takes into account the expected 
cash-flow from an investment. After deducting the 

costs of buildings, the investor's risk and other 

capital sums from the capitalized value of cash-flow 

the residual value of land is o b t a i n e d . T h e  method 
of valuation involves subjective choice of risk rates 
by the valuer, taking all the circumstances of the 

investment, and the investor's aversion to risk into 

account.^
Although the valuation methods involve rules 

of thumb and heuristic approaches, they amount to 
equalizing internal rates of return to the external 
rate in real property; because they ascertain that 
the investors do not incurr any losses - that investors 

must be able to meet their expenses of borrowing 

investment funds. If the investors own the funds, 
these funds must be capable of earning at least as 
much money as they can fetch in savings banks or other 
alternative investments. The rates of return adapted
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seem higher than the external rates of return as 

determined by the banking system, because each one of 

the investors is also rewarding himself for his risk 
in investment - over and above the most secure cash- 

flow that they can obtain in the open market.

Therefore, the external rate of return for 
investment in real property is - like in any other 
investment - the rate of return obtainable from the 

banking market. The internal rate of return takes 
into account the risk factor of all the firms investing 
in the complex real property market.

Assuming the supply of land is as elastic as that 
of capital goods, th^ MET analysis could be extended 

to investment in land where the demand curve for such 
investment would be the MEI function - when it is plotted 
against the rate of return. In actual terms this 

function would be a mathematical transformation of 

the marginal ̂ revenue productivity function for land - 
which would be plotted in real value terms instead of 

the percentage rates of return.
Later in this work (chapter seven) building and

development activity will be likened to capital 
17creation. The supply function of real property 

(i.e. buildings and land)is therefore the AFC function 
which is actually the cost of borrowing money for real 
estate investment at different rates of interest.

Using this approach, real values are mathematically 

transformed to interest rates. In absence of this
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transformation, a similar function could be obtained 

by means of a similar method, this time using real 

values instead of interest rates.

Consequently, the demand curve for real property 

will shift outwards with increasing expectations; 

when more investment is demanded at the same rates 

of return. Suppose investors expect a new government 
taxation policy will influence the economy in such a 
way as to create a high demand for office spaces and 

residences in Nairobi or any other city. This will 
cause all those who have money to invest it in real 

estate, because of the expected demand for space - 
which alternatively causes demand for land on which 

to build the space; and in the last resort,increasing 
demand for vacant construction land will be realized. 

On the supply side the builders of apartments, flats 

and office comp]exes will not be able to build them 

to meet the rising demand unless they can be financed 
by banks and other financial institutions. This means 

that they will take the market rate of interest,
(which we identified as the average factor cost) as 
their marginal cost of borrowing; and therefore the 

marginal cost of supplying the extra space. In the 
final analysis, it will be found that demand and 
supply of any homogeneous type of land is similar to 

that of any other investment. Those factors that 

influence investment cause increases in demand or 

decreases in demand for space; and therefore increased
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or decreased demand for land on which to provide this 

space. Supply and demand mechanism - shifts and movements 

up and down - will determine the market price; which, when 
mathematically transformed, will yield the market rate of 

.return for real property. Therefore, those factors that 
cause the shift in MEI functions and the AFC functions in 

the general investment market will also operate in real 
property. The limitations in their perfect operations will 
be related to the inelasticity of supply for land - actual 
land - as considered in chapter 2. These influences are 

to be discussed in the following section.

Rent Theory and Investment Theory.

Ricardo and Von Thunen a re-examination.
We have mentioned in chapter four how Alonso, other 

modern urban-regional analysts, and agricultural economists 
have managed to synthesize the theory of rent from the two 

main services to one stream of thought that culminates in 
Alonso's work. In urban regional economics it is now an 
accepted view that the bid-price curves and rent bid 
functions that are a result of these analyses delineate 
the locus of declining rents from city centres to peripheral 
agricultural areas and beyond. This author is not aware of 
an instance where general investment theory has been related 
to spatial differential rent theory; although much of the 

work in economics so much anticipates this idea, that the 

relation seems obvious.
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In chapters three and four we noted that given
the firms' desires to maximize profits, and gi/en
the Von Thunen assumptions on the uni-tropism the
uniformity of land, and definite prices at the market,

land values tend to arrange themselves in homogeneous

zones around a market centre where prices of commodities

are determined. We also saw that this theory can
be extended successfully to include urban land use

through Alonso's substitution analysis and his bid-
price curves. In effect,a land value gradient is

formed, which is actually a locus of those rents charged

to the highest bidders of the land from the city
centre to the periphery as demonstrated by Alonso,

18Richardson and others.
In addition we noted in chapter four that if 

Ricardo were incorporated in Von Thunen he will have 
his theory cast in one of the Von Thunen zones; and 
covering one of the homogeneous zones. Differential 
rent results in this homogeneous zone because of a 
slight relaxation of assumptions - that there is a 
slight difference in fertility between land parcels 
within these homogeneous zones of land uses. For 

example, if a zone was meant or hypothesized to be 
optimally suited to the growth of maize in accordance 
with the Von Thunen rings; then we are assuming that 

slight fertility differentials will make some of this 
land better suited for maize growth than other land 
in the same zone. According to Ricardo, differential
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rent will arise where the highest yielding land within 
this same zone gets the highest rent.

The Ricardian model cannot be stretched to 

the limit in the combined Ricardo-Von Thunen model, 
because the marginal land yielding no rent according 
to Ricardo would be non existent - as the next 
land use zone is taken by the next most profitable 
user available with a flatter rent bid function. 

Therefore a case of zero rent at specific distances 
from the city cannot arise in a Von Thunen situation 
when all land has been taken up, cultivated, and is 
capable of earning rent (chapter 3).

Figure 5-5 shows the usual succession of the 

rent-bid functions in the usual Von-Thunen - Alonso 
arrangement. V7e shall assume in this case that the 
variations in fertility in accordance to Ricardo are 
variations in suitability for land in a specific Von 
Thunen zone for the land use within that zone.
Therefore, the assumptions of the Ricardian differential 
rent will operate in any one of the homogeneous zones, 
such that differential rent will accrue to different 

parts or sections of the homogeneous Von Thunen's 

transportation zone. If one piece of ground in any 
one zone is not suitable for that zone so that its 
tent is lower than the general rent level indicated 

-by the rent.'gradient in the homogeneous zone, it will
remain physically in that zone, as long as it is

f.-
capable of commanding a higher level of rent than all
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the other land users bidding for its location. 
However, if it is of such poor quality that it is 
only capable of commanding near marginal rent as 

proposed by Ricardo, it is then taken over by the 

next highest bidder who finds appropriate use for it. 
In this connection zone a-b in figure 5-5 is of 

such quality that it is unsuitable for neither 
business, nor light industrial users - which would 
have taken it under ordinary Von Thunen conditions. 
Ultimately, the zone is taken over by a high*density 
residential zone. This gives the zone some rent-

as elaborated by Ricardo.

Zone c-d is analogously taken over by Agriculture 
because it is of such quality^¥h1at it is unsu ftjfifii******* 
for low density residential use. This unsuitability

■̂*$&'***»' -"U.”
makes it command such a low rent that it would not 
benefit the developer to put it to high density 

residential use. In that case, it is taken over by 

agriculture. Zone e-f on the agricultural zone can 
earn zero rent for simplicity's sake (assuming no 

differentiation in agricultural rental values) because 

it is of such a quality that it is unsuitable for 

agriculture which is the land use with the flattest 

rent bid function. If, on the other hand, we had 
a succession of agricultural rent bid functions, the 

same analogy would apply to rent bid functions of 

different crops. The analysis, if rigorously
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undertaken - a—la-Alonso-- - could be more difficult 

than this; but it is hoped that this simple conceptual 

model is sufficient for an elementary work of this 

nature. In the same diagram the reverse is true as 

in zone g-h; which is of such a nature that it is 

far much favoured by other factors (except 

transportation) as to be able to command a higher 

rent than that prevailing in its Von Thunen homogeneous 

land use area, g-h is above level K-L; the highest level 
that a high density residential user can afford to bid 

for land at that distance from the city. This makes

one commanded by light industrial users (whose rent

bidding ability is below M-N), although these are 
a substantial distance nearer the city than the 

location of g-h. The most profitable use for g-h 

is therefore light industry. In plan an island of 
light industrial user surrounded by high density 

residential use will result. • -
Ricardo, Von Thunen and Investment Theory.

Earlier in this chapter it was shown how the 

rate of return from an investment is merely a 

mathematical transformation of income from investment. 

Following the same analysis, then, the return from 

investment in land is its periodic rent. This, 
compared with the premium invested in land can be 

reduced to a rate of return, by simply computing a 

percentage of rent to the initial premium
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We have seen how expectations cause an increase 
or a decline in MEI functions for various investments; 
depending on whether they are positive or negative.
We Cqin therefore generalize and say that any positive 

increase in the demand for space influences the rental 

levels because this creates an increased demand for 
land. This has a tendency to shift the rent bid 
functions outwards; and therefore the "rate of return" 

functions. In any one land use a rise in rent bid 
function (or its "shadow" rate of return function) 

is likely to increase its general bidding ability,

usual. A general rise in all the functions will 
maintain the same zonation in land use, but at a 
higher rental - or rate of return level after somfe"'*"*̂  
mathematical transformation.

Thus investment theory is really on the same 
plane as the rent theory. This is why anything 
affecting the level of investment in-the economy 
generally will affect the demand for space; thus 
creating the demand for land, and accelerated 
investment in land and landed property.

t
In the next chapter we consider how investment 

in land is affected by changes in economic policy 
and the aggregate demand level in the economy. This 
will give us the ability to understand why the level 
of investment in land changes after certain 

government policies; and why such changes are being
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remitted to land or property investment. If all the 

rents available over space can be computed as per

centages of capital values rates of return would 

result. A rent-bid function arrangement could then 

be easily converted to a rate of return bid function; 

and diagrams similar to figures 5-5 and 4-2 to 4-9 

could be feasible, with the percentage rates of 
return to investment plotted on the ordinate.
This extends the Ricardian-Von Thunen analysis to 

the investment theory where it can then be possible 

to consider MEI functions instead of rate of 

return. .functions, J.p.,connect ion .w.i t

landed property for investment. In ... .13 malyn: 
wj11 be assumed that a rise in return for any landed 
investment implies the availability^f^greater 

financial surpluses to investors of that particular
investment, making them able to bid higher than 
before for lands all the way from the market to the

periphery.
Assuming then there is a rise in the demand for 

space throughout the economy, prices for land 
(capital values) will be high in the market. This 

implies higher financial rewards in rent, which when 

capitalized at the prevailing rate of interest (that 
is assumed constant) yield higher land values if all 

outgoings remain constant; and if there is a concomitant 
rise in the net income as a result of higher rents.
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CHAPTER SIX

OPERATION OF THE PROPERTY f'ARKET

Financial Markets and Investment in Real Property.

The theory of investment, and its relation to rent 

theory - as summarized in broad schematic forms within 
the last chapter - is a simplified view of what actually 

happens.to the economy, and how the market for land is 

lastly affected by changes in aggregate demand. The 
factors influencing investment operating within the 
economy are numerous, and form a whole body of study - 
macro-economics. Some topics come under the realms of 
micro-economic analysis, capital budgeting, operations 

research, and others. It is therefore difficult to 
imagine that the last chapter presented even a near 
coverage of the relationship between investment and rent 
theories. However for the beginner wishing to grasp the 
broad mechanism of this process the analysis provides an 
overview of what can broadly be expected to happen. This 
chapter is aimed at bringing the novice reader to the 
general conclusions that rent theory is one and the same 
thing as the theory of investment. In fact rent theory is 
one of the many parts of investment theory, because it 

concerns itself with those things that affect returns, and 
the rates of returns (cash-flow) in investment generally. 
In particular it describes returns within investment in 

landed property.
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Before proceeding farther we need to reiterate 

that when the level of investment is high in an 

economy, this means a high level of economic activity; 

and a high level of aggregate demand. Any novice in 
macro-economic theory should be able to understand 

this. According to the Keynesian aggregate income 

function, an increased level of investment yields 

(through the operation of various multipliers) 

increased demand for all kinds of goods and services. 
This in turn yields an increase in the demand for 
space whereon to locate the firms that would manu-

and services. Demand for industrial and business 
activity space is actually demand for land and real
property.

Before the .suppliers of this commodity (space)

undertake to satisfy the resulting demand they view
\

seriously the expected returns from their

committing huge financial outlays on the investments.

It was therefore discussed broadly in the last chapter 
how they examine the cash flow of every investment - 
and in this case investment in land - and how they 

compare it to that accruing from investments 

requiring equal financial outlays.
An ordinary investor may not have the benefit 

of accurate financial analysis or access to an analyst. 

If they had, there would be accurate discounted

cash-flow analysis on investments, and accurate
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comparison between investments. When they do not have 
the benefits of analysts, and they are thinking of 
alternative investments, they are actually 

unconsciously doing cash flow comparisons between the 
subject investment and alternative investments.

These comparisons, however accurate they are, 
often approach the psychology and the expectations 

of the investor as stipulated by Keynes;1 because 
some of them cannot be quantified in monetary terms 
due to their abstract nature. However, real estate 
analysts have considered these investment comparisons
as l^ D tap ort^ h ce W ^ t m e  n

2in real estate is undertaken. This means that:-
(i) Potential investors in real property are

• ------- .
likely to consider security .ofLJjlcoipe before under
taking any investment in real propertyr They will

___________ - *
consider such factors as how secure cash flow from 
the investment is, how regular, and whether there 
are items in the proposed investment, or risks that 
would interfere with the regular flow of cash flow.
In case these things happen to be there, the investors 
would consider how pronounced they are in real 
property investment as compared to other investment.
If conditions are better in other investments, then 
the investors would forgo investing their financial 
outlays in real property in favour of other 
alternative investment, yj*
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(ii) Potential investors would also consider the 

security of capital or the amounts of money they have 

invested (premium). Their concern is whether the 

investment will maintain at least the same present 

value during the duration of the investment. In the 

extreme cases of "Acts of God" some expensively built 

industrial installation buildings may be destroyed by 

a dam breaking upstream - for example - if they are 

located in a flood plain. This would cause great losses 

of all the moneys that had been invested in the 
building construction and the purchase of the industrial

the term that reflects the fear of the risks of 

investment (that may amount to the loss of the entire 
sums invested) by the owners of investable premiums.

(iii) Liquidity of Capital is also another 

consideration. Investors are bound to ask themselves 

whether indeed what they are buying is worth the money 

and how easily they-can be able to dispose o^f-it at 
any time they feel like pulling out of the investment.

An example of a "liquid" asset is a stock that can be 

sold (disposed off} by merely ringing the stockbroker. 

Investment in real estate tends to be generally illiquid 
However, other inherent properties such as the security 
of land (against the increasing population) tend to 
make investment in land attractive; because demand is 

unlikely to decline.
In economic terms this consideration is similar
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to enquiring how easily factors purchased by use of 
liquid capital can be substituted with more efficient 
ones in the ordinary process of production as and when 

the need arises. The investor would, in the extreme 

terms, be happiest if he could convert the whole investment 
into money-when he notices the investment becoming 
inefficient - and switch onto alternative investments.

(iv) In (ii) above we discussed security of capital - 

where an investment would maintain its value during the 
period of investment. An investment would be more 
valuable if the investors understand that its value, apart 
from remaining intact, is likely to appreciate with time. 

This means that cash-flow from investment 
guaranteed over time, and would be likely to remain 

unaffected by inflation. This condition is known as 
possibility of capital appreciation.

(v) An additional criteria of some importance 
especially to the high income brackets is concerned with 
what amount of taxation the high income individuals may 
be liable to pay as a result of purchasing a particular 

investment. Therefore, investments that risk high 
financial outlays from high taxation are not preferred by 
the high income investors.

Demand for any investment among ordinary investors
rJfluxuates according to how far all these five criteria 

have been met. In the extreme cases where none of all 
these qualities is positive the investment will not be 
undertaken. On the other hand, demand for an investment 

will be high if all these
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five conditions have been well met. Real property 

investment is compared to other investment with 

respect to each of these intuitive criteria. As we 
said, their intuitive nature is analogous to the 

concept of expectations in general investment as 
explained by J.M. Keynes.

Investment in Land

The amount of investment in land would vary 
with the prospects of such investment; and would be 

influenced by the relative pleasantness of alternative 

investments. Assuming the availability of money 
for investment - the existence of effective demand

for investment - each investor would look at the 

prospective cash-flow of all alternative investments, 

and the attractiveness each investment as measured by 

the above criteria before committing himself to 

investment in land. In the condition where investment 

in land is not so attractive investors will tend to 
invest in alternative investment; and the converse is 

true, where investment in land increases when 

investment in other types of investment has bleak 

prospects.
One example of recent times worth noting here ist

that these investment criteria in most ventures 
diminished in the expectations of the Kenyan Asian Ccrmunity

(especially of non-citizen allegiance) with the 

aggressive Africanization of business by the Kenya 

Government initiated around 1967. This meant that
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those Asians who were not citizens were not assured 

of continued work permits if Kenyans competent of 
running their business were available. Businesses 

run by non-citizens were made to close, and the non

citizens were made to sell them to citizens. At the 

same time, the tight foreign exchange measures made 

it difficult for them to export large amounts of 

currency from the country. This meant that there 
were very few avenues through which these people could 

channel their financial reserves and savings. The 

political climate prevailing at the time was also not

9i| izen#A s ia ^ , i th e r

- was no longer commercially comfortable in his old 

"duka" - which, to the ordinary people was the symbol 
of the so called "Asian exploitation". Therefore 
there was, (from 1968 - about 1978) a great demand 
among the Asian community for concealed types of 
investment where any premia invested would yield 
their returns without coming under strict social and 

political examination.
Since the non-citizen could not take his money 

out of the country very easily he looked in the 

direction of buying shares in public companies - which 

was in turn blocked by the prevailing wave of 

Africanization of commerce and industry. Some 

investment in shares and stocks took place, but it was 
not as noticeable or as voluminous as investment in 

real property - especially the purchase of the
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residential units and the land formerly owned by the 

expertriate Europeans. Numerous real estate companies 

and holdings came into being - sometimes owned by the 
citizen Asians jointly with the non citizen.

Demand for landed property rocketed from the time of 

the "Asian Exodus" in 19 68; so that a house that was 

formerly costing 120,000/- at the time was costing 

1,200,000/- by December 1978. Matters were accelerated 

when the citizen Asians diverted their money in the 

direction of real property - neglecting the old "duka" 

which was so visible to the politically charged 

indigenous Africans. There was extensive speculation

in land and landed property. Old single residential 

plots in Parklands and on the Hill were sub-divided, 

and multi-storey blocks of flats came up. The 

increase in population in the city, (about 7% p.a. 

during this period).accelerated the increasing demand 

for housing, and therefore increases in the rental 
and capital values of housing. This speculative 

aspect also brought the indigenous Kenyan novices 
in real estate into business. Up to the time of 

writing the price of houses and rental values are 

still on the increase. The author, in 1964 could 

afford to rent accommodation in Jamhuri Estate at a 

cost of 1,200/- per month. The same kind of residential 

unit was renting in 1980 at 3,500 to 4000/- per month.

Theoretically,land should be needed by investing 

firms so that it can be combined with other factors
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within the production system. However, in a capitalist 
economy the firms requiring land as a factor of 
production to combine it with the other factors are 

not necessarily the landowners themselves. A legal 
system has evolved within this type of socio-economic 

system whereby those few people owning land can be able 

to rent the land as discussed theoretically in chapters 
three, four and five. Land is therefore an asset 
which, if owned by itself, (even when not combined by 

other factors) is capable of yielding a stream of

diincome in the >f rent.
outlined above, therefore, investors are likely to 

consider vacant land on its own merit as an investment; 

in view of its cash-flow potential. All legislation 

and socio-economic factors that can potentially affect
this cash flow are considered by prospective investors 

in comparison with similar factors in alternative 

investment. Demand for land will therefore be affected 
by the responses of these investors to these stimuli; 

and will therefore be suceptible to changes in the 

economy that influence expectations of potential 
investors. This is why real estate aces view with 
keen interest any fiscal measures, any monetary 

measures, and any changes in the economy; and weigh 
the impact of these changes on the landed property 

investment. Consequently, they are quick in pointing 
out those economic trends and indicators that can
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affect real property market.

We can therefore conclude that effective demand
for investment in land fluctuates with the

.  .  "*■availability of funds for such investments. The 

external rate of return as set by the banking system 

is also likely to influence this demand. Such demand 

also fluctuates over time with the relative attractive

ness of real property as compared to those of other investment, as 
explained. Despite the fact that real property is 

heterogeneous these broad facts apply; and are likely 
to influence the volume of transactions in the real

Effects of Government Economic 
Policies on the Property market»

Government Control of the Economy,
Money for any investment comes primarily from the 

the commercial banking system. This system is rftieled " 
by the small deposits that come from the "small" savers 
in the economy. These savers - apart from being 
attracted by the nominal rates of interest and the 

prospects of cash-flow from their investment - have 
often no alternative but to resort to commercial bank 

systems so that their money can be guaranteed from other 
risks - loss by theft, fire, etc. Thus while the whole 
business of bank revolves nominally around attracting 
small depositors through the rate of interest, the 

presence of risks in the economic system really works
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to the advantage of the wishes of the bankers. The 
small depositor somehow cannot help saving in the 
banking system.

The nature of the banking business is such that 
the money deposited is capable of being re-invested 

elsewhere so that it can earn the banks some income.

The reinvestment takes place at higher rates of return. 
Alternatively, if the banks re-deposit these funds in 
other commercial banking systems they do so at higher 
rates of interest than the ones they promised to pay 
the small depositors. Once they have paid the small

some profit that could sometimes be as high as two 
times the interest they pay to these small savers.

Therefore, when we talk of the investor in land 
we are talking of this person in the economy that has 

access to parts of the financial resarves of the 
commercial banks at whatever rates of interest they 
charge. He in' turn would"re-invest the "money elsewhere 

at a higher rate of return, so that he can obtain a 
profit higher than the cost of his borrowing the money 

from the banks. Some banks go directly into investment 
in land and real property; but others lend to private 

individuals, real estate firms, local authorities. 
Governments, etc; who in turn go into real estate or 
any other investment of their choice.

As we shall see presently, the Central Bank is 
the Government body that lends the commercial banks
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money when they are in financial difficulties — a lender 
of the last resort. There is therefore considerable 
control of the commercial banks by the Central banks 
on behalf of the government. This in turn determines 
the lending policy of commercial banks; and in the 
other end. how much money is available for any form of 
investment - including real property. Thus, ultimately, 
the lending policies of commercial banks determine 

how much money is available in an economy for investment 
in real property.

The Government control of commercial banks

le eaiWV"'
of the great depression, when bank failures led to the
great Wall Street ’’crush" of 1929, and±he resulting financial• * »r'--

4and economic crisis in the western world. Since that
. 7 $ ■ ,xtime; aind especially after the ̂ universal acceptance of

the doctrine of J.M. Keynes; the amounts of money in 
circulation have always been monitored strictly by the 
government. The whole economy is closely monitored 
by the authorities so as to avert the prospects of 
other depressions. The level of labour employment, 
level of resource employment, investment level, level 

of the interest rates, and other economic indicators 
are monitored and manipulated by governments to 

achieve the desired economic goals.^ A completely 
new economic discipline has emerged out of this - 
macro-economics. A new profession of economists has 
been born since the Great Depression - economic
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planners.

Fiscal and Monetary Policy.

The Government controls the level of effective 
demand in the economy and the level of activity of the 

commercial bank system through two major tools.

(a) Fiscal policy and (b) monetary policy.
(a) Fiscal policy works through the impact of 

the budget and the taxation system. The government 
can decide to tax cash flow from investment to 
discourage investment in a particular sector or all 
sectors of the economy. Taxation reduces the amount

discourages consumption. In connection with 
investment, the disposable income affected is the cash-

'■?••• s’***#'flow available from the investment. Any tax on this 

cash-flow means that the investor does not expect as 
much from investment as prior to the tax. This reduces 

the rate of return from the investment subject to the 

tax; and has a tendency of influencing potential 

investors here to consider investing in other investment, 
since the investment subject to the tax becomes 

relatively unattractive. One example worth quoting 
here is the capital gains tax, when it was introduced in

cKenya in 1975, tended to reduce sales transactions
ii\ land, landed property, or any capital appreciating 
kind of investment. This is because any capital gain 
would be liable to taxation.

On the other hand, governments can decide to
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subsidize some forms of investment, including real

property, by waiving any previously existing taxes

thereon; or by actually chanelling taxpayer's money
towards financing such investment. This cam be done
through the availabj lity of cheap loans or long tenr. loans

to encourage consumption of, say, landed property -

especially housing, as we shall see later. Currently,
7since the Ndegwa Commission of 1971, taxpayers' 

money has been channelled towards giving teachers 
and civil servants owner occupied house allowance; in 
an effort to save the government the money for

it is envisaged that this would encourage them to own 

their own housing, and therefore increase the supply 
of housing in the country generally. This would

alleviate the accute housing shortage in the country. 
Cheap loans are therefore available through the 

Housing Finance Company of Kenya and National Housing 

-Corporation for anybody desirous of purchasing or 
constructing their own housing - This, as we shall 
discuss later in chapter seven is an example of a

\ f
government subsidy.

General government spending itself is an input 
in the main flow of economic activity of the country. 
It has the multiplier effect that indirectly leads to 

the demand for investment by individual firms. This 

leads to demand for space on which to locate these 

investments, and in which to house employees.
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Ultimately it leads to an increase in the demand

for landed property. Therefore, any fiscal measures
increasing government spending are likely to have a
profound effect on the level of employment, level of
income, aggregate effective demand, and thence to lead

8onto increased demand for land and landed property.

Fiscal policies have also a psychological impact 
on investors. They influence their expectations on 
some investments or all investment. Therefore the MEI 
functions for some investment, or the aggregate MEI 

function as discussed above is affected. This leads 
»>>. S trive  *0

way the investors' psychology on the perceived risks 
of investment has been affected. A fiscal policy 

favourable to one investment or all investment leads 

to a greater demand for that investment or for all 
investment. The converse is true.

9Reservations have been voiced by J.K. Galbraith 
on the effectiveness of the monetary policy; in view 

of the so called vested interests in the production 

mega-sector of the economy and the dependence effect. 
While noting his competent arguement against the 
monetary illusion and the supposed effect of the policy, 
it is felt here that since this is an elementary text, 
the rudiments of the operation of the policy ought to 
be understood before going into the criticisms of the 
policy. As elsewhere in this text the reader is treated 
to what Galbraith calls conventional wisdom by the
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involving model criticism and comparative analysis.

Monetary policy operates through the direct 
control by the government over the commercial banking 
system. The government, through the Central Bank, 
controls the level of economic activity by regulating 
the money supply in the economy, and the rates of 
interest. Through this seemingly powerful policy1*̂ 
the government can control the level of effective demand 
in the economy by making it more or less expensive to 
borrow money; or by making available or unavailable

banks to ordinary investors. This way, the government
has an indirect control of the lending policies of the
commercial banks almost automatically by invoking one
of the legal instruments vested in the Central Bank that
affects the monetary policy. ' This is very easily

done in Kenya because the Central Bank of Kenya is a

legal corporation with clearly defined powers.
Before discussing the operation of the policy it

is necessary to explore into wnat t.he Cehtral Bank
does. According to Kenya law,'*''*" the Central Bank is
the only body empowered by the Government to issue
currency'/ It is empowered by the law to be a banker

V,of all the commercial banks, and also acts as a
ygovernments' bank. Through it, the government can 

participate directly in the general investment market 
by sale of Treasury Bonds. It is also a lender of the
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last resort to all the commercial banks in the economy.

The processes or the instruments through which the 

bank controls the activities of the commercial banks are 

(a) open market operations, (b) bank rate, (c) control 
of deposit ratios and (d) direct control of commercial 

lending policies through official circulae and 
directives. The central bank also is responsible for 
controlling foreign currency coming into the country, 
and/or domestic currency being exported to outside 
countries. It regulates the balance of trade through 
controlling the import and export market. This, it does

Through open market operations the central bank 
regulates the amount of money circulating in the 
economy - and therefore the effective demand - by trading 

in Treasury Bonds. These are stocks issued by the 
government having a financial money value accruing to 

the holder at a future date. For example a shs.100/- 
treasury bond can be purchased now at (to give an 

example only) shs.90/-; and it can be made redeemable 
in 5 years; whereupon the individual who pays 90/- now 
for it can reclaim 100/- back - thus earning some return 

from the holding of the bond. The sale of these 
contractual negotiable instruments to the general 
public make the buyers use the money that is already 
in circulation within the economy and pay it to the 
central bank in return for the treasury bond certificates. 
If many of these bonds are sold, money is taken from



circulation and paid to the central bank. A lot of 

money can be "sucked up" from circulation this way# 

and be stored by the bank at its vaults - thus reducing 

the effective demand (purchasing power) of economy.
On the other hand, when the central bank 

purchases the treasury bonds already held by business 

corporations and private individuals it does so using 
the moneys stored under its vaults. It can even print 

new money, and use it to purchase these stocks; thus 
releasing a lot of money in the mainstream of financial 
circulation within the economy. The bank can involve 
itself in the purchase of ordinary (and other) shares 

from the ordinary stock market, and payment for these 

negotiable instruments would be made using the central 
bank moneys - either printed or otherwise. This release 
money into circulation and increases the effective 

demand of the economy. This stimulates trade and 
results in additional investments that go to supply the 

goods that would meet the additional effective demand 
or the additional purchasing power. This generates the 
increase in economic activity. consequently, the 
demand for space whereon to locate them increases - 

hence the increase in demand for land and landed 
property. New productive ventures would come into 

existence, and old ones would be expanded. This would 
create a demand for office space, land for office space, 
housing for the executives and employees in the new 
or expanded enterprises, and land on which to locate 
such housing; etc. A contraction of effective demand
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would decrease investment and demand for space and 

land to locate economic activities.

Thus the supply of money - hence the effective 

demand for everything including land and landed 
property, can be regulated at the whim of the central 

bank through open market operations: depending on the 
state of the economy.

If the central bank is a lender of the last 
resort to all commercial banks according to the law, 
the bank is empowered to fix an interest rate below 

which no commercial bank can . . lend any money, and 

at which it can lend all these banks the money they 
require. This rate of interest is called the Bank rate. 
It becomes obvious that if commercial banks can borrow 

only at a specified minimum rate from the central 
bank they do not want to place themselves in a situation 

where they incur losses as a result of they themselves 

lending moneys to their customers at lower rate than 
the bank rate. The bank rate then becomes the minimum 
rate of interest at any one time. Often the commercial 
banks will lend money at even more than 2% above the 
bank rate. Sometimes the lending rates of these banks 
could be even as high as 5% above the bank rate of the 
central bank depending on the risk rating of the 
loanee.

If therefore, by virtue of the legal powers vested 

in the central bank, the central bank were to reduce 

the bank rate; theoretically this would make it cheaper
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for commercial banks to borrow from the central bank. 
This would increase the demand for borrowed money 
from the central bank by the commercial banks. This 
way the commercial banks would in turn have extra 

money available for reinvestment elsewhere. This 
increases the effective demand in the economy, and a 
multiplier effect may operate in such a way as to 
increase effective demand for goods and services.
This increase in effective demand triggers the derived 
demand for space on which to locate all the goods 
making activities and other multi-dimensionally linked

.e's - hence demand for real property and land.

Because of the availability of easy money to the 
commercial banks they may find it difficult to stick
on the previous rate of interest, and they may therefore

*5 ^lower their lending rates in order to be able to 
compeat with other banks for customers, and with and 
alternative investment. This makes it cheaper for 
everybody to borrow loans from commercial banks for 
investment and consumption activity. The effective 
demand so created triggers demand for space, and 
therefore, demand for land and landed property. An 
increase in the bank rate has the converse effect of 
reducing the effective demand through raising the 
lending rates of commercial banks, and through making 
it expensive for everybody to obtain credit. This 

theoretically can ultimately reduce the derived 

demand for space on which to locate new activities, and
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therefore cause the reduction of demand for land and 
landed property.

The amount of money that is required by law to 
be deposited in the central bank by each commercial 
bank is called cash reserve. Cash reserve is calculated 

so that it is a specified proportion of the money from 
each commercial bank that has can be lent out as loans. 
This proportion can either be raised or lowered by the 

central bank by virtue of the powers vested in it. If 

it is raised it has the effect of swamping money from 
ordinary circulation by "imprisoning" more of commercial

reduces the effective demand in the manner described 
above, and causes a contraction in economic activity - 

ultimately affecting the demand for land and landed 
property. Aj! decrease in this proportion expands 
effective demand, ultimately up to that of land and 

landed property.
The central bank may influence the amount of 

credit by instructing or directing the commercial 

banks on whether to be easy in their lending terms - 

whether or not to lend any money to private individuals 

and investors. Credit Squeeze - as the negative aspect 

of this process is called - then decreases effective 
demand in the economy; and in times of such a squeeze 

demand for landed property is likely to be low due to 
lack of credit facilities with which to finance 

investment generally, and land purchases in particular.
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When the squeeze is lifted the reverse process 

takes place .... theoretically.

The central bank has powers of controlling 

foreign exchange transactions. More foreign exchange 

allowed in the country means an increase in the 
ability to purchase goods of the countries whose 
currency has been allowed easy influx. This tends to 
reduce the demand for domestically produced goods; 
and to generate multipliers with negative effect to 
domestic investment, in favour of the economies from 
where the goods are imported. It ultimately
redtf&B the desire<$$lemand f t  and

and landed property. A decrease in foreign exchange 
flow would have the opposite effect, where demand for~z.

domestic products is increased; multiplier effects take 
place in the economy, investment activity rises through 
the operation investment multipliers etc. Ultimately 

demand for space and land is increased. Control of 
imported goods works in the same way. More imports mean 
a consequent decrease in local investment, and ultimate 
decrease in demand for land - while less exports 
theoretically usher in ultimate increases in demand for 
space, land and landed property.

There is also a psychological side on each act 
of the central bank that affects the economy. Acts 
favouring increased investment generate positive 

expectations on investors and private individuals 
and cause positive shifts in the MEI or the demand



curve for investment; while the ones favouring reduced 

investment decrease the demand for investment through 

negative shifts of the MEI. (See above chapter five) .

Investment in Real Property and Alternative Investment.

A Simole Investment Model,

The amount of money available for investment in 
land is also affected by the availability of alternative 
investment offering comparable rates of return and 

similar investment securities to those of land.
Generally the investors need not invest in land if 
they could get better returns elsewhere. On the other 

hand the same investors can hold investments in real 
property, while at the same time they have other 

investments in land.
We have seen in chapter two that in general 

economic terms the process of production involves a 

combination of land and other factors of production 
with a view of producing consumer goods for the market. 
In combining these factors the investor, entrepreneur, 

or producer would aim at maximising profits through 

obtaining maximum product. So the investment in land 
and investment in other asset portfolios used in the 

profit maximization process can be deduced through a 
simple substitution model. It must be noted here that 
the process is much more complex.
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In figure 6-1 we can imagine an investor aiming 
at maximizing profit which to him is qualified in 
terms of isoquants and the equation

IT = f (U , R )1 1

where profit t is seen to be a function of utility

levels and rate of return levels. At the Isoquant
fCUi, R-̂) it is assumed that different amounts of

land and other investment can he combined to yield the

same level of utility and returns at any one time.

In this case the investor is supposed to be indifferent
to the different combinations of both land and other
factors, as long as he can obtain the same utility level,

13and the same level of profit.

Under these Circumstances, and given his level 
of income Y-Y, as defined by the total amount of money 

available to him for investment, he can spend all his 

money on other investment, or on land, or on a series 

of alternative combinations between other investment 
and land - hence the budget line. The point of 
tangency between the budget line and the highest profit 

isoquant f(U , R̂ ) at P, would define his equilibrium.

In this case, the investor uses 1̂  of other investment, 
and L of land to maximize profit. The slope of the 

budget constraint Y-Y assumes that other investment 
is cheaper than land, and therefore more money is spent 
on it than on land. In case land is cheaper, and more 

money is spent on land than on other investment, his
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FIGURE 6-1; A profit maximizing model 
for an investor with two alternative kinds of 
investment.
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budget line becomes Yj-Y^ In this case Q becomes his 
equilibrium point, of other investment is purchased

and L2 of land is purchased to attain this f(U1# )
level of satisfaction and profit.

A series of equilibria up the isoquant surface (Fig.6-2) 

K, B, C, D, when other investments are consistently 
cheaper to land (but the same relative cost is 
maintained), define a scale line as'production outlays 

or investment funds are consistently increased for this 

producer - entrepreneur - investor. This scale line 

defines the production process or technology that is 
other factor intensive, qateris paribus, given 
increasing availability of funds for investment to this 

investor. If ]and is consistently cheaper M-L is the 
'resulting scale line which shows a land-intensive 
production (profit maximizing) technology or investment 

process.
We can therefore conclude from this simplified 

model that the investor allocates his funds for 

investment depending on which type of investment is 
cheaper. By this is meant that attractiveness of 

investment reflects cheapness, since little financial 
outlay is going to be needed for the investment to 

yield good rates of return and investment good prospects.
In a situation where relatively better return and 

investment prospects prevail in other alternative 

investments than land little of land will be combined 
by other factors for production purposes. In other
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FIGURE 6-2: A profit maximizing model for 
an investor with two alternative kinds of 
investment. This version shows two 
"technologies" - a land intensive and other 
investment intensive technology available to 
this profit maximizer.
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words, other types of investment will take place at the 

"detriment" of investment in land. On the other hand, 

if investment in land is more prospective, and therefore 

"cheaper" in terms of good returns and attractiveness 

the process of production (and therefore investment) 

will be land intensive. Demand for land will increase. 
This is a graphical illustration of what actually 

happened to investment into land and real property by 
the Asian community in the 1970s when other investment 

became mere "expensive" than land in terms of risk 

(negative prospects), the emotional and financial 
strains of avoding the risk.

Alternative Investment

What are these other investments that are so much
i  * .if. T V

in competition with land in the investment market? In 

a "market" economy a person can choose to invest or 

spend his money on consumer goods, (including rental 

accommodation), and no money at all on property 

investment. Ke can decide to invest a little in land 

and the rest of his outlay on consumer goods.

Similarly, he can decide to open a small factory, start 

a small business, purchase shares in a public company - 

etc*,and invest very little in land and real property. 

Any alternative that he chooses procures a definite 
rate of return (or utility in the case of consumer 

goods); and he can opt for one of the many countless 

combinations between land and any or all 
of these alternatives - hence his budget
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constraints in figures 6-1 and 6-2.

Generally, in the "market" economies, one cf
the greatest "rivals" against land for investment

funds is financial claims. This is because they are
1 4always available through the stock market,, and 

could be easily purchased by any prospective investor

who also may be in a position to purchase real 
property. Purchasers of financial claims offered by 

public companies in effect become part owners of 

these companies, and actually benefit from profits 
made by these firms from the sale of goods and services 

manufactured by them. Stock-owners are entitled to 
dividends of some kind, depending on the type of

15financial claim they own against any of the firms.

Types of Financial claims»
1. Ordinary Shares,

These are bought from incorporated public 

companies from the stock market. They carry no 

guaranteed rate of interest or income. Their return 
depends on whether or not the company they belong to 

make a profit or not. In this case a profit will 

be taken to be any money remaining from the payment 

of all production costs, including the management and 

directors, and after the company had undertaken some 

reinvestment. If any moneys are remaining a dividend 

may be declared, and the shareholders may split the 

dividend in a ratio that depends on how much shares 

each one has. Otherwise there may be no dividend
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at all, especially when the company is experiencing 

difficulties in marketing its product. It also follows 

that the amount of dividend may not represent the trend of anounts 
payable in future, either in percentage* or in 

absolute terms. Dividends are therefore not sure 
indicators of the rate of return for investment in 
that firm.

Then why should one own shares at all? This 

is often because of their speculative value. The 
price of the shares in the stock market seems to be 

fluxuating with the perceived expectations of business 
prospects in the firm by all investors in the economy. 
Because of the shares' almost perfect liquidity, any
economic indicators that seems to affect the investment

\ _ .
prospects is welcomed with either purchase or sale 
of shares. In a well organised stock market like in 

London or the Wall Street, New York;some people 

specialize in speculating in shares at the stock 

market. They purchase any type of shares when they 
anticipate that the prices of these shares may rise, 
depending on perceived expectations of investment 

prospects. Later, or even in the same day, they sell 

the shares when their prices have risen enough to earn 
them some sizeable profit.

The stock market is one of the ways of raising 

production capital from ordinary people who may not 

have multi-million amounts of funds to invest in their 

own companies. Thus the companies benefit from extra
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sources of funds that are not from the main holders 

of equity in the investment. This could be thousands 

of shillings. On the other hand ordinary low and 

medium income people are supposed to benefit from 

participation in the enterprise of big corporations 
without having to raise big sums of money to start 
their own investment.

2. Preference Shares.
These have a fixed rate of return, because 

their owners are supposed to have contributed more 

liquid capital to the process of investment. The 
owners of this type of shares are paid their dividend 

in full before the holders of ordinary shares. They
t *have the benefit of a higher rate of interest or return 

than the holders of ordinary shares. This is a 
deliberate device of including greater commitment 

from the holders of preference shares.
#

3. Debentures.
These are issued to large financiers, public 

corporations, super rich people and institutions who 
give financial credit to the "public" companies for 

production expansion. The holders of debentures 
are, in effect, creditors to these corporations and 

manufacturing concerns. Whether or not the company 
makes a profit the holders of debentures are entitled 
to the interest or the rate of return they have been 

promised in accordance with the debenture contracts 

between them and the borrowers of their funds.
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4. Stocks#

Stocks are issued by governments and public 
corporations, (like local authorities, etc4 as devices 
for borrowing money from the public generally for 

development of public services, or for repayment of 
old loans. They are very secure financial claims, 
and are often used in real estate and financial 
circles as norms for assessing the relative degree 
of risks among investment. Their almost risk-free 

status originates from the fact that local authorities, 
governments and similar corporations hardly go bankrupt 
because of their ability to levy taxes from the public. 

Governments, whether local or central are supposed to 
honour their obligations without any failure - hence 
the security and the guaranteed risk rate of their 
financial promises.

5. Government Securities or Treasury Bonds.
These are stocks that are issued by the s/

government through the central bank mainly for %
controlling the level of economic activity and 
effective demand in the economy. They may also be 

issued to help the government to raise funds for 

large public investment and development profits. They 

are also very secure investments (or financial assets) 

because the government will always honour its 

obligations.

To conclude this section it is worth reiterating 
that the level of effective demand for land would
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depend on the relative attractiveness of land as an 

investment in comparison with all the available avenues 

for investment in an economy. Real estate investment 

demand is greatest when these alternative investments 

are not as attractive as real property in both the 
security of capital investment aspect, and the security 
of cash-flow.^ The security of cash flow, both actual or 

psychologically perceived^-is what is alternatively called 

prospects for investment. When these prospects are 

viewed in aggregate for the whole economy, encompassing 

the sum total of investors, they are equivalent to the 
Keynesian term: Expectations,

Availability of Land for Investment #

It has been mentioned in chapter two that the 
physical amount of land is the same and cannot be 
altered. No new land is capable of being physically 
created. Some land has been reclaimed from natural 
swamps and shallow sea beds, but this is a negligible 

amount in comparison with the rising demand for land.

In the countryside there may be some fallow land 

that can be utilized for growing of more crops.\

However, the general situation in most fertile areas 
is that land tends to be under some use or another.
In order that this land can be utilized for some new 

more profitable projects, people or landowers usually 

abandon the systems of production or the land use to 

which the land is devoted at the material time, and 
switch onto a new land use pattern that gives greater
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return in view of the changed economic circumstances. 

Land in old and sub-optimal use is adapted to fit a 
new use, depending on the economic conditions pre

vailing. Under such circumstances it can be 

concluded that man keeps on shifting land use, so that 

over time it can be put to the highest and best use.
In a money economy situation, the landowners keep on 

changing land use in agricultural areas and in urban 
areas (but more so in the latter) so that it can 
earn them the highest rent.

There are, however, various factors that stop

land from being adapted to the highest and best use
immediately an opportunity for earning a better

return is available. Throughout history, man has

* evolved^j^eries ... of laws and regulations regarding

property rights and ownership, where one can separate

various legal interests prevailing over one piece of
land.. For example, land can be owned as a freehold.
In turn,the owner can rent the land to other individuals

for a period of time through a legal covenant or an

agreement. This is what is called to 'lease' the

land. in most cases, land leases give the leaseholders
exclusive use of the land on which the lease applies

to the exclusion of even the initial landholder, or
the freeholder, who has absolute possession in 

16perpetuity. This means that as a result of this 
type of covenant, and while the covenant exists, the 

freeholder cannot rent his land at a higher rent, no

vj
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matter what the conditions of the market are; because 

both parties to the leasehold contract are bound by 

its provision. A lease has to expire, so that the 

freeholder can be able to put his land to what would 
then be the highest and best use in the interest of 
profit maximization. This may have to be an entirely 

different situation from when such opportunity profit 

maximization in the highest and best use presented 

itself, at the time when the lease had not expired.

Similarly one can borrow a loan and tie his land 

as a collateral (i.e. mortgage his land). This gives 
the money-lender a financial interest in the land 

owned by the loanee; and in most contracts of this 

kind the existing land use and ownership cannot be 
interfered ..with bŷ tbê lpai>ee#̂ vi.ntil the loan .has .been 

paid in full - i.e. until the mortgage or the charge 

on the land has been discharged.1  ̂ This has similar 

effect to a lease - namely that land cannot be trans- 
fered to its highest and best use as long as it is 
the subject of a charge that has not been fully 

discharged - i.e. until the loan is paid in full. By 

the time such a loan is paid the economic conditions 
may be such that the subject land can be put to a 

higher user; or such that due to external diseconomies 

in the surrounding plots that have arisen over time 

the land can no longer even be put to its original 

use. in other words its rental value may have fallen.
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Various statutes limit the mobility of land 

The rent Restriction Act,"*-̂  for example, as

we shall see in the next chapter may limit the

ceiling of rental values for a particular piece of
land such that no matter what economic conditions

may prevail in the country, nc matter what the level

of effective demand, the rent leve] is kept at the

statutory level - never to rise; it may, however fall,
but it does not rise to exceed the statutory level.

Planning statutes, zoning laws, etc., may limit the

type of use that land may put to, so that any other

use, however lucrative in economic terms, is
1 9prohibited on the piece of land.x

Legal restrictions of wnatever nature, 

therefore, have to expire, be waived or be obeyed in

order that land can be available for optimal use 
under the prevailing economic conditions. Otherwise, 
these restrictions tend to limit the mooility of 

land as a factor of production, in the sense that 

land can never be combined optimally with other 

factors of production as and when the profit maxi
mizing opportunity arises. In most cases, land is 

available for a certain optimal use or function, but 
sub-) ect to certain legal restrictions. These legal 

sanctions, when their effect is translated into 

monetary value, influence the cash-flow, and 

generally have a considerable effect on the rental; 
hence the capital value of land.
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Due to certain tastes and preferences of society,
certain land uses are not complementary. Plenty of

land may be available, for example, near existing

noxious industries but such land cannot be used for

office purposes because the office workers may not

like the smells coming from the noxious industries.
Such noxious land use is said to generate a negative

environmental externality on the neighbouring land.

An externality can be defined as any comfort or

discomfort (whether valued in monetary terms or not)

felt on the piece of land which is not the result of

the use to which that piece of land is put, but

results from the land use of the neighbouring piece

of land. In neo-classical economic terms externalities

can be defined in terms of external economies or

diseconomies of scale. However, the word externality
is wider in meaning, because it includes such things

as noise, visual perceptions, odours and other things

that cannot be easily quantifiable in monetary terms.
Positive externalities experienced by any piece of

land complement the use to which that land is put in

economic, aesthetic and environmental terms; while

negative externalities are unpleasant experiences on

the land, showing that the land use of that plot and
20the neignbouring land are not complementary.

In this context, therefore, land may be 
available for various uses which in terms of returns
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may ~ other things being equal - promise profit 

maximization. However, such potentially profitable 

uses may not be able to occupy the land because of 

the fact that the land may be subject to some 
negative externality. In some cases, the occupant 

may have to overcome these externalities by taking 

special precautions such as reinstalling special 
equipment, growing a hedge, or constructing a fence, 
drains, fans etc.; to allow some economic land use 

to take place. In this case we say that he is 

internalizing the externalities - i.e. making the 
combating of nuisance a part of his production costs. 

This, when it is done, and translated in monetary 
terms it has a substantial effect cn the rental, and 

therefore the cap ita l value of the land in question. 

With respect to the discussion in chapter five, 

externalities may affect rates of return and 
individual MEI functions of investment in land.

Thus land may be prevented from acquiring the 
highest and best use by these externalities; and 
may be partially or wholly immobilized. In some 

cases, where serious failure of the market causes the 

danger of such externalities on some community it 

becomes necessary for local authorities or central 

governments, through taxation, to force the noxious 

neighbouring land uses to internalize these 

externalities. Taxes are then used to provide some 
environmental protection to those citizens who are
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being affected by adverse external effects of this 

noxious neighbouring land use. In fact, the rationale 

of zoning is to - as much as possible - bring together 

complementary land uses, to minimize adverse 

externalities, and to maximize complementarity among 
land uses.

Even without externalities social preferences 

may restrict land from changing use to the highest 
and best use. The society may be deriving certain 
utility out of the use of land for in-optimal purposes; 
and no matter how much such land can potentially 
fetch in the open market, its use may be restricted 

to the preferences of society. Examples of this are 

playing fields, golf courses, common lands of all 

kinds,.,parks, etc. .^In^this case social utility exceeds I
private profit maximum goals, and the society feels 

that such land must remain under this social benefit 

maximizing use. So, land that may appear fallow or 
under-utilized cannot be employed to increase the 

supply of economically productive land; (or monetarily 

productive land) despite the increase in demand for 

that land for commercial use. Social preferences 

restrict,therefore,land mobility. In some African 

cultures, such as those of the Meru of Eastern Mount 

Kenya, certain lands are reserved by the community as 

common land. In ages past, there used to be taboo- 
land where agriculture was not permitted by tribal
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elders, neither were any other kind of pleasure or eocr.cric 
activity. It was believed that ancestors and other

deities would be displeased by such human activities.
21These are taboo lands. So, even in the pre-money 

economy times, mobility of some types of land to the 

most utility maximizing (or product maximizing) use 

was under considerable social restriction.

As mentioned in chapter 2 the market for land 
is imperfect because of the secretiveness inherent in 

market or capitalist economic systems of the land 

transactions. Owners of the land under suboptimal 

use are less prone to respond to economic situations 
and to put their land to optimal use when they have 

no perfect knowledge of the most optimal use. In 

addition, land is not a homogenous commodity, and so 
not all land is suitable for any specifiCvuse that 
one may consider. Its lack of physical mobility

complicates the situation, because a plentiful 

supply of land in one location cannot be moved to 

another location where land is in short supply to 

"balance supply and demand'- in the location of 

shortage. In this case locational factors assume a 

paramount role in influencing land use, the "market1 

for such land, and the price that could be paid for 

such land. People in the best locations tend to 

derive the full economic benefit of the land in that 
location; and to assume some kind of locational or
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spatial monopoly - while people farther away ray 
have to pay transportation costs in addition to their 
other production inputs in order to counterbalance 

the effect of their inferior location. As seen in 

chapter four these transportation costs have a 
profound effect on land values, so that land value 

gradients result, values being highest at the 
positions of the best locations and lowest in 
positions that are farthest from these best locations- 

This is one of the cardinal observations of Von 
Thunen.

In view of these imperfections, some kind of
information system is required for informing potential

investors in land which land offers the best

investment alternative that could maximize their

returns once they choose to invest their financial

outlays on land and landed property, real estate agents,
auctioneers, valuers and other people in this field

are expected, (and in fact do to a certain extent) to

"grease" the process of market perfection by providing
advise on these factors that determine the best
investment on land. They do this through advertising

in local newspapers and other media, and cause land
22purchase transactions to be consumated. Whether or 

not the resulting price is the equilibrium is debatable; 

and will be examined shortly.

Physical factors render adaptability of land 
to certain uses difficult. In fact, -he suitability
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of land for any particular purpose very much depends 

upon its topography and geology. In some cases, like 
on steep hillsides, or in black cotton soil 

conditions, on rocky ground; etc., land is completely 

unsuitable for all (or most) land uses. In these 

cases money has to be spent to adapt land to the 

required uses. Sometimes that money is so much as 

compared to the proposed return, that it is not 

worthwhile undertaking the improvements. In this case, 

no matter how close land is to the best location,it 

may still be unsuitable for those uses that 
the neighbouring land has been put. An example of 

this is the Nairobi river swamp that occupies the 

space between Kirinyaga road and Ngara road near 

Nairobi's city centre. Despite the closeness of this 
land to the city centre no urban development can take 

place there - the river flows through, and the land 

is marshy along the Nairobi river flood plain.

In the hilly residential areas of Nairobi it 

takes a lot of money to blast the rocks, excavate a 

site and to construct access roads before a house is 

constructed. In this case the proposed residential 
use must be such that the expected present value of 

the cash-flow of rent will be sufficient to offset

/ / ,  

4

the costs of blasting the hillside, and at the same

me to give the proposed house-owner a good profit. 
Th is means that if the present value of the expected
cash f ] • *-l-low is enough to offset the land improvement
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works it pays to use the land, despite its difficult 

terrain. Houses in Muthaiga, Kileleshwa, Parkland*, 

etc., facing river valleys are evidence* of this feet •

In a situation like this, when money has to be 
invested to remove a physical barrier to land 
development, we talk of removing physical thresholds, 3 
A physical threshold will remain in place until such 
a time as it is worthwhile to remove it - then, aftsr 
assessing the benefits and costs of removing it, 
making sure that the former are greater than t ? <• 

latter, the threshold is removed. Physical thresholds 
need not be confined to individual riots only. .: «•
towns or communities could be subject to them. for 
example, if a community is enclosed by a medium sited 
ri,ye.r it  w i l l  remain without bridges until the 

demand for goods and services in it from thr- 

surrounding countryside, and the volume of t: r •-
such that the community will derive more social and 
economic benefits from the construction of bridges to 
connect this river island with the outside than the 
costs of constructing this infrastructure.

Looking at this issue from the availability 
of land viewpoint, v/e observe that the supply of 
land, in addition to its being restricted by physical 
mobility is also constrained by non* homogeneity 
its surface - irregularity. It was observed in 
Chapter four that Von Thunen assumed equivalence 
the quality of land when he was casting his model.
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Physical factors are therefore a complication of the 

model. They obtain when the uniformity and unitropic 

assumptions are relaxed. In terms of transportation 

costs they increase distance friction between the 

handicapped piece of land and its service centres.

So, any land that is handicapped by the physical 

factors would not be in such great demand as that 

which is not handicapped, because people tend t< av i .1 

extra expense in development; if it is assumed that 

they are rational and profit maximizers. This way, 

development tends to take place first on the ear lent 

land, before the handicapped land is touched. This, 

it will be observed, is quite in keeping with the 

Ricardian model as explained in chapter three.

Urban Redevelopment,
Existing development, especially in urban areas# 

can also constrain land from being changed quickly to 

take advantage of the economic situation that coisee 
and promises higher returns than the ones receivable 

from the existing land use. Thus, when ŝ c.. a c* 
use comes about, the existing buildings are first 

converted to this use by internal alterations, 

takes place when the expected return from tr.o rev 

use reouires a building of equivalent value to 

one occupying the site. In the cases where large 
and a more complex buildings are required, it pay® 

demolish the existing building and put up new one



This is what is called urban re-development.

E s s e n t ia l ly ,  it is a change of use in which old 

buildings long past their economic life are 

demolished and replaced with new buildings.

This comes about because buildings are subject

to depreciation and obsolescence during their -life"

time. If we assume the value of the site remain* the

same, a building's economic life (or the economic

life of the structure) ends when obsolescence over

time causes the value of the structure to drop below 
24the site value. Figure 6-3 is an attempt to demo

nstrate this phenomenon.

In accordance with our assumption the site v.i I u© 

is kept constant at C-S. D-D^ is the obsolescence trend 
the effect of obsolescence on the value of the

Vt -V. ■ '

building - or a depreciation curve. The curve is 

made concave to the origin because at no time d «* • 

the cost of improvement (which equals the building • 
value) reach zero. A building structure, no matter 
how obsolete, is capable of performing some econc. ic 

function. Its space is likely to remain useful; but 
as compared to the surrounding newer buildings, the 

space will be obsolete. In the diagram the economic 

fife of a building terminates at time Lj vhcr. the 

depreciated value of the structure is less than the 

site value.
On the other hand, if optimum use to which the



FIGURE 6-3: A model of economic life
of buildings and capital infrastructure.



site can be put changes over time, and the potential 

value of the re—developed site changes — usually 

increases in fast growing towns; then, given the 

depreciation trend of improvements, the economic life 

of a building will come sooner than when it is 

assumed the site value remains constant. In figure 

6-3 a hypothetical situation is assumed where there 

is a sudden rise in the site value. The land price* 

in a town may go up suddenly - perhaps as a result ol 

a gold-rush or some other economic phenomenon.

Economic life of this hypothetical building will 

therefore end sooner, at L2 than at Lj. A gradual 

increase in site value as is natural in most towns 

w il l  take a similar trend to S-S^; and also will have 

the effect of ending the economic life of a building 

sooner than at The steeper the trend of site
value with time and the better the eccncric opnortuni t ies 

available in  the town, the sooner the end of economic 

lives of buildings. Therefore, theoretically could 

be on any side of L2 in the diagram. S-Sj ranges in 

steepness from perfect flatness assumed above, tc 

sudden rise, S -S ^  could be vertical. Theoretically# 

the rise in  site value could be so succor. that 

b u ild in gs  become obsolete immediately t..e; are 

constructed, and their economic life ends a* ‘.ire rero. 

if the S-S3 is perfectly vertical. In any case 
after the economic life of a building ha# endad. it pay#
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renovate the building, or to construct, an 
entirely new structure in order to put the land to 
.v.e highest and best use.

T h e o r e t i c a l l y ,  opposite processes can take 

:lace, e s p e c ia l ly  i n  a situation where land zoning 

vields n e g a tiv e  externalities to neighbouring use.

The effect of these is so depressing on the site 

value that there could be some sudden depression 

from downwards to S-S. (Zoning laws, inducing

positive externalities, can cause sudden increases 

in site values) .

This phenomenon is not restricted to buildin;:- 

alone. It occurs in all items of infrastructure.

The developer in this case could be a public 

authority in charge of a road network, an electricity
* 40*** ♦ H** '•**'*•

service, a school, etc., or all of them pur

together. The relationship between these and site

values is more complex - involving the theory of

public goods and welfare economics, but is analogous
\

-o the above process. In fact, entire areas in cities 

can be obsolete or blighted, like slum areas, etc. 

therefore, they could require attempts to appraise 

-.eir economic worth, so that accessibility and 

-‘Canization economies can be reaped mere read]
25*r* the classical fashion of urban re-development.

In the latter case, the term "building is 

generalized to include infrastructure, a. .

; m°de of production over land - i.e./ the capital



V ^Tnaical aspect of land development. Injnd technoicy

reas an increase in land values can be 

•nt about by perhaps greater accessibility of such 

from market areas. This will then mean that the

production technology over land - especially the

capital investment - will require to be changed to 

llow land to be put to the highest and best use.

Farm buildings, irrigation systems, roads, implements, 

et can reach the end of their economic life in a 

similar way - besides their actual physical aging.

Urban Sprawl.

Agricultural land in the neighbourhod of urban 

areas may experience urban encroachment due to the 

expansion of urban areas; and the effect that this has . 
on accessibility and the site values is called "urban sprawl." Economic

factors in the periphery, coupled with speculation, 

maY cause land values in the peripheral areas to 

-ncrease; because many buyers would be offering high 

.“-ices for such land. This tends to decrease the 

ec°nomic life of agricultural "investment" and 

technology", 0r the agricultural process of 

Auction. Land then changes use to residential or 

ther urban and suburban activities. The 

fcing discontinuous pattern of development is
:aused bv cy he fact that legal interests "lock up"
8ome land

Parcels under agricultural use for some
time whila the neighbouring unencumbered land changes
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use

is

suburban or urban activities. Urban sprawl 

taking place around many cities in capitalist
26economies.

Equilibrium in Property Market*

Fact or Fiction?

Equilibrium nas been defined as ".....  a state

in which forces making fcr change in opposing 

directions are perfectly in balance." It is a 

concept borrowed from physical sciences to act as a 

model for describing stationary economic situations.

In economics, a market will be in equilibrium if the 

quantities of the product which the buyers want to 

buy at the prevailing price is exactly matched by the 

quantity which the sellers wish to sellf^

In the context of the real property market a 

question arises as to whether there Is equilibrium in 

real property. This is because, as has been explained 

in earlier chapters, this commodity is heterogeneous 

with respect to location, legal differences, physical 

and even in economic characteristics. This is true 

because the factors that determine the supply and 

demand of land are numerous. Generally speaking, a

situation can be conceptualized in theoretical terms 

b^re the effective demand for land is matched by the 

m°unt of land available. But because of the 

perfection of the market and the heterogeneity of 

Property this is not so simple and straight-

/
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m  fact, it becomes easier to think in 

rms of different kinds of iand in different 

X cations, and with different physical characteristics 

aS really different commodities. Each type of land 

nas its kind of demand schedules, supply schedules 

and individual equilibrium position. Different kinds 

of development like bungalows, maisonettes, flats, 

office blocks, etc. have their own kinds of market, 

which are in turn complexity differentiated in terms 

of a c c e s s ib i l i t y, obsolescence, facilities and 

ammenities surrounding them, etc.

In other words, all real property cannot 

possibly be in equilibrium at the same time. Some 

kinds of iand could have a specific market which could 

be in equilibrium; when the demand and supply 

conditions are changing in some other kinds of land; 

and therefore while the markets in some other kinds 

of iand are in a state of disequilibrium.

In general economics, the concept of 

equilibrium is anchored on a static condition on the 

time dimension - one particular moment in time. In 

real life, ana especially in land and landed 

property economic variables are changing every day; 

and t*le situation is dynamic, always changing. This 

ls different even from the general equilibrium

alysis in economics where some variables may be 
he

constant while other variables are changing.
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-hanaing at the seine time, end jjiaole is -hangi y
different rate from any other 

even interact ion between
«; at a
|# Tftere is

ariatles so that the economic situation 

extremely complex. A state of equilibrium 

t 0f any commodity is therefore very

to define.
real property analysis most estate agents 

::ude surrogates, like auction marKet 

to indicate the so called equilibrium price. 

-est bid in an auction is often characterized 

..ibrium price. At times, advertized rental 

::tal values by estate agents are usualy 

Was "market values". Any land or building 

t occurs at some price is refered to as 

•r? a "market value." Using these crude 

!‘es -"e real estate man "analyses" the market, and 

•-Aith mean prices, which he in turn applies 

Urin9 or identical properties for appraisal
An i

Purposes. IThen challenged in the courts 

arrived at his valuation he wins by 
*S r,any examples of
inces the
»dr «

rent and sales as possible; 

court that his valuation

^ lm s

^'iliorium market price."

anV better method this process of*bsence 0f

has keen ac
v̂ t C.M.

accepted by the legal system •
Kiamba calls a "deterministic"
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method
0f valuation 28 He advocates a more rigorous

thod using operation research techniques which are 

gned to reduce the amount ot human error and 

prejudice in the assessment of property values. In 

the deterministic method therefore there is no reason to 

believe that the values reached are necessarily 

"equilibrium prices". After extensive rigour in 

o p e r a t i o n s  research methods human error could he 

minimized, and near ’equilibrium" prices may he 

caulculated. However in view of the complex nature 

of the property market and that of the variables 

influencing the market, equilihirum still becomes 

difficult to identify - so do equilibrium price, the 

equilibrium quantity of land supplied, and that 

quantity in demand at this price.

To insist that values determined this way are 

equilibrium prices pre-supposes the accurate knowledge 

°f all the variables interacting with one another 

end affecting the real property market at all 

locations. This assumes that the nature of the 

demand and supply functions of the subject kind of 

Property, their slopes, and their exact positions of 

ersection are known; i.e., the exact quantity
demanded i r> +-v.in tne economy is known, and can be seen to 
de equal .° exact quantity supplied; (which is

n°wn) at a particular point in time; and that 
these ind'icate the exact price. But this is rarely
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29

Tn fact the difficulties involved in thethe case,
surement of tnese functions are such that there 

hardly an instance where any has been identified 

^operiy. Economists have set out to measure them, 
tney find out that some of the variables are hard 

-o identify. Others, although identifiable, change 

their very nature during the process of observations.\ 
The accurate phrase to describe the values 

arrived by market analysis should be something like 
"the going price", rather than the "market" or the 

"equilibrium" price; because these empirical market 

investigations reveal only recent selling prices; or 

lelTCng values of identical or similar properties in 

similar neighbourhoods. So, when Lean or Gcodall 

imply that estate agents help in thebringing^about 

perfect knowledge in real property through advertising^
30thevkindof overstate the c a s e . R a t h e r ,  the going 

E£i£es are revealed by advertising.

The nature of real estate business is such that

6re coulh be an oligopolistic situation created by

finite numbers of estate agencies in each city or

gh&ourhoods. They could, through their professional

9 nizations, collude to affect the market in the 
interest n for earning higher commissions that are based

ncl VaJ-ues - thus maximizing their profits this
way. p

eal estate men, although they may claim to the 
contrary

' Could be in a position to manipulate the



264

market in their interest oligopolistically

firm if ii: is a sole mana9er °f property in a
real property 

One
. rge neighbourhood like say westlands, (Nairobi) could
ent one property at a certain high price. When the

next cUStomer comes they then tell him that property

50 and so has just gone at such and such price; and

-Quid manage to convince him that the price at which

tnis ptoperty has been sold is the "market price. "

Tne chain is endless, until the whole area is

influenced over time and the mean rental value rises
%

to the freak high price which the agency began with 

in the first place.

To conclude we could say that equilibrium is a

theoretical Marshallian concept of static demand and

static supply functions, that exists as a simplifying

model of what happens in the market; and a convenient

explanatory tool of the economist. Whereas the

concept is easy to conceive theoretically, it is

difficult to identify in practice; and all that can

obtained as far as real property is concerned is 
the going price'. The exact quantities demanded
the quantities supplied, el asticities of demand and

and the multi-variate influence of parameters 
°utside the
to

property market remain an elusive mystery;
aU  of us.
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CHAPTER SEVEN

THE HOUSING MARKET

Introduction

The housing industry is one of the most 

important sectors in the construction industry 

generally; and the real estate market in particular. 

The-main reason for treating it separately in this 

chapter is not because it forms a different branch of 

land economics - on the contrary; it is because the 

parameters that affect demand and supply of real 

property^generally are the same; or nearly the saiflfe 

as those affecting the market for housing. Moreover, 

the same economic analysis that has been done in f 

.ef^napters also applies to the housing market.

The main reason why the housing market merits separate 

treatment is its prominent position in urban economic 

policy making by both central and local governments.
Housing consumes a large proportion of central and

°cal government budgets as they attempt to improve

living standards of urban dwellers. Housing 
forms
addit;

a part of general social welfare policy. In

lon' housing is one of the greatest urban land 
users nVer h of the area of all built up land in 
Nairobi ic used for residential purposes, and
residenti i^ a anunenities. In'most cities over 35%

bdn lan^ area is residential land.
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The use of large government funds in housing 
illustrated by the fact that in the 1979-1983C 3H

elopment Plan period the Kenya Government intended
0 spend an average of Kenya Pounds fifteen million

•••£15,000,000) per year on housing, and a total of

approximately K£75 million during the plan period.

This is approximately 4 to 5% of the total government

expenditure over the entire period - a substantial

anount of money, given that other items like education,

defence, public health, etc. have to be catered for as

well. Housing is also a large expenditure item in

individual consumer budgets. In western countries it

has been estimated that housing expenditure takes about
234% of the annual income of an individual household.

M u M H f c

the University of Nairobi estimates that an individual 

household's housing expenditure amounts to roughly 

25-30% of that individual household's income per year.^ 

•ousing expenditure decision is of strategic significance 

l0r the urban household; in both the high and medium 

become brackets of the community. A decision to

rchase a house or not to purchase one is often made 

in a life-time. If any family decides to purchase 

Se they find that they are committing large fractions
° f  th e ir  •income for long periods of time to a single
C°nSuirier rt j.good - the house. The family may tie itself
onto

tvent
^ank mortgage for periods ranging from ten to

y years.



270

In cases where families do not have such 

^stantial incomes that could be committed every 

to a housing mortgage, they resort to rentingmonth
ommodation. The affordable rent has been found

4be 25-30% of the monthly income. For very low incane 

r̂ ople this competes considerably with the expenditure 
for other necessities. Matters are made worse in 

situations like the one prevailing in Nairobi where a 
high rate of rural-urban migration, coupled with 

the natural rate of population increase and a high 

inflation rate, have complicated the housing demand 

and supply situation to make the rent of low-cost 

housing so hTgh that the^Low income families cannot 

afford the so called "decent houses".^ In this case,

live in sub-standand shanty-slum areas like Kawangware, 

Mathare, Kibera, etc.^ Even then, the average rent 

for the shanty is also rising due to inflation and 

high demand, despite the sub-standard neighbourhoods 

and environments wherein such average shanties are 

located. The shortage of housing in Nairobi has been 

so acute that the public bodies like local authorities
have come to realize the implications of the failure of

ee niarket to supply housing cheaply and efficiently -

nCe high government and local authority expenditure

using construction; and housing subsidies of 
Various forms/
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rrrnomir Considerations in Housing Production

A house is more than a mere shelter; it provides 

art 0f a larger social environment; it is a part 

cf the general neighbourhood, although the internal 

ife - style of the occupants of every housing unit 

-ay d i f f e r  considerably. The neighbourhood has 

certain external impacts on the household's economic 

behaviour, especially in the allocation ̂ of individual

consumer budgets ........ "to keep up with the Kamaus."

The environment of the neighbourhood has some 

influence on the physical and mental health of 

individual members of each household in the neighbourhoods 

Neighbourhood externalities therefore, constitute a 

large part of the housing good that is consumed, and

fotising fflgni ficani^^oB^Iement’itare sneitrer^ attriD ui

To provide good ammenities in the neighbourhood, and 

to locate each housing unit, land is required. To a 

certain extent, the ammenities available in the 

neighbourhood are a function of the land availability 

si-nce each ammenity has to be located on land. Therefore, 

casing consists of the structure, land, and the 

Unities available in the adjoining land, or on the 

6̂Ct whereon housing is located.

A simple economic model in which land and structure

allowed to enter into housing production can 
be envisaaia -•yeQ* ln this model, structure consists of
bri^s

masonry, blocks, mortar, concrete, plumbing, 
wiring and f •ixtures. it also incorporates professional
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8 the latter is viewed in ordinarybut

the entrepreneur element of the factors

, the production of the building space. Land 

ical space, the "terra firma" on which

constructed in an urban area. This includes
«

.a 0n which peripheral amenities of housing 

:r.ildren play space, car parking, resting► w
i J, etc. ■■■:.?
•:gure 7-1 illustrates an Isoquant - Isocost 

.•here equal outputs of housing are produced
a  -.

.xland and structure are combined in varying 

;.-.leŝ ê̂ shape of isocosts depends on tfee 

« costs of land and structure, 

u-ple where structure is relatively cheaper

1 ’ isocost A - A; (and vise - versa, on isocostt
*r‘ the former case S , of structure is used,

-and to achieve a level of housing Q^; whereas

“'"er case S, of structure and L * of land is 1 2
" â rive at the same quantity in the case where

âer* the usual neo-classical fashion, 
of

^  is
scale line in the case where the cost of the

f .cheaper would be nearer the structure axis; 

°°st of land is cheaper it is nearer 

- would demonstrate structure or land 

Ruction technology respectively;
lty Of the v-.,mousing produced is increased
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FIGURE:7-:i. A simplified Isoquant-Isocost 
surface for the housing commodity, with two fac o 
combination; Land and structure.
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economy. These "technologies" are shown on 

dotted scale lines 0-P and 0-Z, respectively.

In most urban areas the building costs are

constant in every location (disregarding the
9transportation costs for simplicity's sake) . However, 

as we have seen in the foregoing chapters, the land 

prices (rents) vary from place to place; especially 

from city centres to peripheral areas. As land rent 

declines towards the urban peripheries more and more 

land tends to be used per unit structure in the provision 

of the housing good. Thus, houses in peripheral areas 

tend to have more land'for amenities than those' in 

urban cores, and vice-versa. Also, house values or 

StsJjLurfesA_ a i e a a . . t e n d ^ ^ f l e c t i th

combinations of land and structure in different parts 

of urban areas, in accordance with the following 
equation:

(1 ). V — V ps + H ‘pi ...........
Where V = Amount of housing (house value)

As = Amount of structure

ps = Price of structure

Ai = *Amount of land

pi s Price of land.
Since v ils -̂he "going price" or what could theoretically 
be Call „ t

e equilibrium price", A and A* are the market 
^ntitip s of structure and land, respectively; and their
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ices are P and P^. Figure 7-2 shows the price 

consumption curve for land when the structure price 

remains constant, and the land becomes cheaper towards 

the periphery. Assuming equal scale for both axes, 

and equal spacing of isoquants, more land each time 

is applied to produce any quantity along scale-line OP. 

Increaments in land use I-J, J-K, K-L, are bigger than 

their structure increase counterparts N-Q, Q-R, R-S, 

respectively. As we shall see later, this should drive 

the low income people to living in the periphery.

However, because land is not sold in small units, but 

in large quantities, and because of increasing 

transportation costs, the rich who can afford these 

large plots of land and the costs of transport tend 

occupy land in the periphery, while the poor
__ m  r  r •'
concentrate themselves in urban cores.

It must be mentioned that this is only a simplified 

model. Like all other property, the housing market is 

extraordinarily complex and widely differentiated. It 

adjusts more slowly to changes in equilibrium than 

markets for ordinary consumer goods. The forces 

governing the housing market in any city are 

intertwined with those governing the respective 

°mponents involved in housing production. Earlier,

We mentioned the fact that the structure includes the
expertise employed in housing construction. Its cost

therefore be influenced by labour market, materials
market +- j' ransportation market, professional and trades
market and the land market. The market for all these



FIGURE:7-2.A simplified Isoquant-Isocost 
surface for the housing commodity showing the scale 
lne resulting from increasingly cheaper land.
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c0mponents
is organized in what is termed as the 

Industry" .

of the Building Industry.

The demand for space rises out of the usual 

demographic and economic factors in a country. Changes 

in p o p u l a t i o n ,  production technology, real incomes 

(and effective demand) , transportation technologies 

and vo lu m e s  of interregional migrations affect the 

market for housing and all the factors components 

in v o lv e d  in housing construction. Increases in all 

these v a r i a b l e s  i n  any one area, causing an overall 

increase in demand for space, creates an increased 

demand for construction activity and the experts 

involved in the construction.

To begin with, these experts, materials etc.,

**are employed in renovations of existing structure and 

their maintenance, to meet the change in demand in a 

short-term basis. Therefore, any increase in the 

economic activity of any region, especially building 

maintenance, alterations and renovations.

As demand for space rises, the need for new 

Gilding is felt - hence the need for technicians, 

Professionals, labour, materials, and ultimately, 

and for constructing buildings. The scarcity of each 

^Gse commodities" influences their prices; and 

efore the costs of new buildings. If labour



278

t-echnicians, professionals, etc. are scarce,
e xperts,

- w that there are are very highly paid, the tew
retically, this should induce new trainees into 

rious cadres of the building professions; andthe v
their individual markets adjust accordingly.

Each time the economy responds to the demand for 

spa„e, demand for materials for construction of building 

structures increases. This shoots up their prices, and 

induces suppliers to bring more of them into the market. 

The individual markets for materials have also to be 

taken into account; and their equilibria analyzed in 

order to find out as much as possible the nature of 

the factors influencing house prices. The market for 

land also changes, and the land values change with the 

changing economic circumstances. Materials have to be 

transported to the construction sites. So the 

knowledge of the transportation market in the subject 

locality is required in order to have a fuller 

e*planation of what is influencing the cost of housing.

In effect the original economic model becomes 

extremely complicated and can only be stated explicitly 

by a series of equations as follows

V = V Ps - V PZ •«'.....  (1)
As = M + E ......................  ( 2 )

‘ Vs = M.P + E.P .......m e

This makes

M.P + E P  + A  P .......  (4)m e Z* Z
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where
a = Amount of structure 
As
M = Materials
E _ professional experience 

p = price of materials

p — price of expertise
e
a = Amount of land

p = Price of land.

The resulting demand curve is complex and can only be 

stated implicitly*
* .....  (5)

q = f P(M,E, L)

and the same applies to the supply curve
( 6 )Qs = f* P(M, E, L) ....

.. The market price of a house in any locality is

determined by the equivalence of demand and supply 

where QD = Qg
and the equilibrium price takes the simplifie<̂  for 

equation (4) above. Figure 7-3 illustrates this 

equilibrium diagrammatically.

In summary, we can therefore say that any housi g 

^it is a multi-dimensional good representing a 

number of attributes like space, quality of space, 

eternal environment. In colloquial terms these 

Include the number of rooms in a house, interior si 

architectural and aesthetic qualities, condition of 

structure, and external environmental attributes 

can be called neighbourhood externaliti®s•
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0 Q Q = f  {  M, E ,  L }

Amount o f  Commodity 
House

FIGURE:7-3.An implicit demand and supply 
rn°<̂e\ ^ or the housing commodity. The complexity of 
ec?uilibrium relationships makes it senseless to 
ssume that explicit demand and supply schedules are 
Possible. The implicit form of the model approaches 
e ^ulti-dimensiona]_ nature of the housing market.

V  *



efiect the amount of labour professional expertise, 

materials, and land expended in the provision of 

housing; the neighbourhood of such housing; and 

d is t a n c e  from the central business district of a 

city. Because of this complex nature of the building 

industry the provision of a single housing unit 

anywhere is expensive, and involves large proportions 

of individual and national budgets.

One important question that comes in mind in 

view of the above conclusion is whether the construction
- i t  ’ - .

industry can be streamlined, mechanized, etc. , to 

ensure efficient functioning and therefore increased 

supply of housing. This is, in a way, difficult; 

because, while there have been important technological 

» 1 changes in other industries, and in the manufacture of 

some housing components, very few changes have taken 

place with respect to Cal the professional - bureaucratic 

methods of land acquisition; Cb) the mechanization of all 

the tasks involved in the assembly of a single housing 

un̂ 1, The supply of housing is therefore a slow 

mechanism, and takes a long time to respondAthe 

constantly increasing demand for housing in the economy.

Housing is also a durable good. Some houses in 

Europe have stood for up to 600-700 years and are still 

ing UsecL In Kenya, the life of a building is

Umed to be 99 years - hence the 99 year long 
kui-ldin9 lease granted by the government to potential

- 281 -
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velopers on building land. Some houses in Nairobi 

have stood up for more than fifty years and are still 

functional. Therefore, the economic activity related 

to housing production is marginal in the sense that 

only relatively few units seem to be required every 

year, in view of the fact that there is an already 

existing building stock. Therefore, before the private 

industry can decide to invest any money in housing the
Up %.jtph'
existing stock has to be taken into account, and its 

effect on the financial returns of new housing be 

appraised by potential investors. In this case the 

supply of housing really takesoff when great demand 

for housing has forced the prices of houses to such 

high levels that potential investors in housing are 

teed of attractive returns. This explains 

why the private market fails in keeping the supply of 

new housing at parity with the increased demand for 

housing as the sector supplies housing only when good 

returns are eminent; and attractive to potential investors

■m.

^51EPrul trends in Building Activity

It then follows that the supply o f housing follows 

the trend of the demand for housing in the economy. The 

demand for housing in turn is  influenced by general 

economic and demographic va riab le s  such as increases in 

P Pulation, increases in national income, employment, 

eduction etc. i t  can be concluded that building  

vity i s la rge ly  a function o f general fluctuation 

trend of the economy.
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The cyclic nature of economic activity has been 

given great attraction by economists, and it is

,enerally agreed that economi s experience periods of

liahtened economic activity (or boom) , followed by 

recessions. Great depressions similar to the one of

1929 - 19 39 are presumed rare nowadays; and economies tend
,10to have a general upword growth trend . Within this 

trend,however, there are times when the rate of growth 

is not as fast as in boom times, and these are the so 

called recession times; when the level of most economic

indicators is relatively lower than the preceeding times. 

These indicate that the rate of economic growth, and - ■
therefore investment is lower than previously.;

Fluxuations in housing investment are mainly
*A

caused by the fact that most investment is durable. 

Investment is produced or created when there is

pressing demand for such investment. An increase in 

general economic activity creates "bottlenecks" 

in the existing investment - generally - and housing 

investment in particular. Then there is some increased 

investment to meet the great demand that results; which 

C°ntinues unhampered until all demand for investment 

has keen satisfied; and until a new equilibrium in 

°using investment has been attained.

Because of the imperfect nature of the market 
when 4-1-1 ■ls equilibrium has been reached the investors
Will Ke unaware of the occasion. Consequently, there is
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between the time when economic boom is noticeda lag u
and when the building activity goes on at full blast.

Even when the decline in demand is noticed, there is 

a lag that occurs between this time and the time 

building activity comes to a halt, because the 

existing building contracts have to be finalized, 

and because not every sector in the industry responds 

spontaneously with the changed demand. The result is 

accumulated space inventories or "voids" in the then recently 

completed buildings, which cause investors to stop 

investing in building structures altogether.

Because the demand for housing space is derived

from the demand for economic activities generally, it
,11follows the general economic trend , rising after the 

growth trend has risen for a while, and falling after

it has fallen. The housing prices and the construction 

prices therefore follow the trend; and immitate the cyclic 

activity of the economy. After all, housing is a 

stock good, just like capital; and the housing industry 

is some form of capital formation. We can conclude, 

therefore, that the peak in construction activity is 

Cached sometimes after the peak in economic activity 

has been reached; and the recession in construction

tivity follows the economic recession12
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Subsidized Housing

„he adaptive Model of Housing Market

The fo rego ing economic model and description

ttempts to capture a complex market mechanism where

the demand for housing takes the nature similar to that

f a g00d differentiated on a qualitative basis and on

other complex criteria like location. The supply is

assumed to take place not only through new construction,

but through a series of intricate changes in the markets

for the components making housing on which the quality

of the existing units and new ones depends. Therefore,

the rent level in this model is adapted to the complex

pattern of demand expressed in this theoretical market

for housing services. The economic model and the fore
go *mm*«m* -****
going description assumes non interference by the

government with the housing market; and normal

interaction of all parameters in the economy; so that

even if the housing market is not perfectly competitive

is assumed unregulated by public authorities.

If we assume these circumstances and elaborate

further on the model, new housing would be seen to

nter the market at the upper level of the socio-economic

asses of society, because this income group happens to 
be the
Once

socio-economic class who can afford new housing, 

this class has moved to their new and fashionable
units th •ey abandon the ones that they have been occupying
for

them
the Use the economic bracket that immediately follows

the income ladder. This lower income bracket in
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turn abandons the units they were occupying to be used 

by the following economic class, and so on, until the 

lo w e s t  income bracket is reached. This lowest 

socio-economic class would tend to occupy the poorest 

c la s s  of housing that no one in the upper income bracket 

may want. Thus, housing is said to be filtering down 

to the lower income brackets from the rich, in the 

same way that automobiles and other consumer durables 

filter. In some instances the rich emmigrate .from 

some localities altogether, leaving the middle class 

in their former impressive residences. The middle 

class may also abandon an area for the low income.

This process has been termed the adaptive model 

of housing market by Heilbrun . It assumes an <: 

^entirely rental market, because a large part of urban

housing is rented. Rental housingmarket is assumed to 

he dominated by a large number of housing suppliers; such 

that there is monopolistic competition among sellers. 

Competition, in this case can never be described as 

pure, owing to the great differentiation of housing 

mits size, quality and location. In other works 

this model assumes the process has been called the 

filtering down mechanism^.

The mechanism takes place when the character of

filing unit changes, so that its rental value changes. 
Ch.3 f' is one of these attributes that are difficult

qUantify< We can talk Qf „good„ „badn Mstandard"

standard" "crowded", or "uncrowded" housing. In order
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^  determine the actual character, one is faced with the 

m 0f measuring those attributes that invoke each 

0f the above adjectives as classification qualities.

MoSt of these attributes are not easily quantifiable 

as indicated above. The physical condition of the 

structure is often described as "sound" or "unsound" 

well maintained or dilapidated. Adequacy or inadequacies 

of ammenities, equipment and utilities also requires 

subjective judgement. Adequacy of space, how many rooms, 

area of floor area, how much of the unit area is 

available to the occupant may be measured, but this is 

not enough to counteract other subjective qualities. 

Internal and external design is also subjective, but 

things like adequacy of windows, light, dampness, 

etc can be easily detected, though not
> iron

Nevertheless, these subjective attributes do change and 

lead the rich to look for, or build themselves new 

housing. Any unit left behind by an economic class 

to the use of the lower character is said to have 

been filtered.

A government or a local authority can decide not 

n°t interfere with the market mechanism in the process 

°f housing supply by regulation, but to act only in 

Uch a way as to accelerate the filtering down process, 

is downward filtering strategy would tend to increase 

USing available to low income groups only if the rate 

new construction exceeds the rate at which the rate 

^ich new family units are formed in the area.
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this aPP
roach to solving the problem of housing shortage with

um government intervention tends to have political 

ai especially among the high income, because most 

eS of construction are too expensive for low income 

families? and because it favours giving loans and other 

incentives to the high income for them to improve their 

housing and to acquire new housing, so that they can 

‘eave their old units to be occupies by the lower income 

rackets. The system has been popular in the U.S.A., 

since the end of Second World War; where new construction

J

J

has been encouraged by government programmes that make
16credit more readily available at lower cost to the high income

Left to work without this government intervention 

the model works very slowly in practice because of the 

"omplex market operating in the construction industry, 

iome sections of the community, especially the poor are 

“kely to be underhoused; especially when the rate of 

new construction of the high income housing is minimal as 

Spared to the rate of new family unit creation at all 

°me -*-evels. The shortages result in increases of the 

6S fusing; and the poor are often priced out of
Uvi 9 space because the rent of the filtered down units

be m°re than they can afford. This may lead to the
iVaUabl

Poor
houses on the lower echelon meant for the

vith0ut
going +-n

' or remaining at medium income levels,
filte

Hieold
ring down as expected by policy makers

“'Ution
house owners then take advantage and
these filtered down units into
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ery many small sub-standard housing units with very 
ammenities, which are then occupied by the poorpoo J-

at exorbitant rents. This way, the neighbourhood

Generates into a slum without solving the problem 
9of housing adequacy on without reducing house rentals to 

affordable levels.

When the government intervenes to subsidize
- G>the output of new units by giving loans to the high 

income so that new housing can begin "filtering down", 

the strategy becomes regressive because it subsidizes 

the relatively wealthy in order to improve the well-being 

of low income families. While there is nothing very wrong 

with governments improving the well-being of rich and 

middle income groups, this becomes unfair if it is done 

^  under the guise of helping' the poor and with tax money 

from the poor, unless this policy helps the poor 

directly and more effectively than any other groups 

which it is unlikely to do.

Rationale for other methods of subsidy

The market process and the filtering down process, 

even when the latter is subsidized, are slow and 

ficient methods of increasing the housing stock
i n a COmmunity; and slow in providing shelter for all 

the inc°rae groups in a country. This is because no 

^er k°w good the economy is, the process will not 

fficient enough to offer a decent house for each
rn̂TnVs

Gr of the community. So Governments have designed
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ther methods of interfering with the market, and

its functioning in various ways such as
Q)

accelerating
through direct subsidies to the poor, rent "controls 

jnus types of zoning, urban renewal, slum clearance
var j& d)
etc.

In addition to the market imperfection, housing 

tends to take a low priority in consumer budget allocation. 

If ordinary town-dwelling people in the street are interviewed, and 

requested to list the order of priority of their 

economic wants, housing tends to take a place after 

job, food, clothing, and other consumer goods. People 

imagine that once they have a job they can earn enough 

money to rent accommodation while they save the money 

to purchase nousino later in their lifetimes. Very 

few think of building a house first or as a second 

priority after getting a job. This is due to the 

large financial outlays involved in housing construction. 

Consequently, less housing is constructed than should 

be in an economy, thus creating shortages and other 

adverse socio economic conditions resulting from these
shortages.

Therefore, housing falls into the category of a

Merit good" which people should be consuming more of,

very little of which is in fact consumed. This is

Cau"’e consumption of more housing increases the welfare 
the

but

hind
the

society, but the society tends to defer this 

consumption in favour of other goods. (Compare 

°ncept of a "merit good" with that of "de-merit good
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like cigarettes, excessive alcohol etc, which are 

harmful for health, but which people consume in large

quantities) .

Consequently, most governments encourage housing 

consumption so that citizens can benefit from more 

of the commodity that they consume less of in absence 

of government interference. This is the rationale for 

most housing subsidies; where in order to induce people 

to spend on housing the government subsidizes 

individual efforts with material and financial help, 

to make it less straneous for individuals to 

construct, finance or acquire housing for their personal 

use than it is in absence of government subsidy. In the 

case of the de-merit goods, taxation is employed to

discourage people from their consumption. Sometimes

it is a criminal offence to consume some de-merit goods 

like addictive drugs, etc. It must be recalled that 

taxation and penal measures are direct opposites of

subsidies.

§ome Economic Models for Housing Subsidy

Given a set of preferences between any two 

natural commodities that are substitutes, a reduction 

the price of one will result to the approximate 

thstitute whose price remains unchanged. In the 

Howing housing subsidy model we are assuming the 

sence of two normal goods^ which are rented 

^odation and purchased or newly constructed
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■ ■ ■
B Quantity of

R e n ta l  H o using

FIGURE:7-4. An Isoquant-Isocost model 
showing the amounts of housing produced as 
owned housing becomes cheaper or more easily 
available than rental housing.
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accommodation. When the price of home ownership is 

lowered relative to that of a rental unit, the consumption 

of the former increases, and that of the latter is 

reduced. Figure 7-4 assumes that the society is 

indifferent between various combinations of quantities 

of rented and owned housing as shown by curve (i). If 

all persons spent their housing budgets on rental units, 

they could purchase 0-B units. Similarly, if all 

housing expenditures were devoted to owned units 0 - B ' 

units could be purchased. The relative prices of the 

two kinds of housing determine the slope of the budget 

constraint BB', which shows all the possible combinations 

of rental and owned housing that can be purchased by the 
society. The combination r^ units of rental housing 

and Oh^ owned units maximises the welfare of the 

society, because no other combination of housing 

could move the society to a higher indifference curve.

If the price of owned dwellings is subsidized, the slope\y
of the budget constraint will change to, for example, A B . 

Under the new sytem of relative prices society will 

consume more owned units and fewer rental units

r̂l“r2  ̂• The population is better off with respect 

to housing because the subsidy permits society to move 

to a higher indifference curve(ii). It must, however 

to noted that this is a generalized conclusion. Society 

not be made better off by this particular improvement 

housing, because the welfare of a society must be 

judged in a broader context"^.
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One can view subsidies as operating on the supply 

side of the housing market, eliminating bottlenecks in 

the supply of land, building materials, infrastructure, 

and eventually the housing space. By providing more 

and better housing through subsidies, people are made to 

consume more of the housing commodity than they should 

have under ordinary market conditions as illustrated 

by change in slope of the budget constraint in figure 

7.4. The supply of housing is increased by inducing the 

production of housing through the provision of bheaper 

materials, technology and land. Sometimes, the process 

of supplying housing to meet the often pressing demands
*

as prevail in urban areas is made faster. Under 

ordinary circumstances, an investor may not invest in 

housing if he feels that the returns would not be 

attractive enough as compared to other investments.

As we said earlier, investors in rental housing tend 

to wait until the excessive demand forces the rents to 

high enough levels to guarantee good returns.

In subsidized housing the governments and local 

authorities do not care about the profits that they will 

9et from the housing schemes very much - as long as they 

Can k®-~able-to amortize external loans, if they have 

borrowed any to finance the scheme. If no such loans 

x^st then whatever profits are earned are usually used 

r the maintenance of the housing units and the 

inistration of the housing estates.
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The supply curve for subsidized housing lies 
to the right of the actual market supply curve as 
shown in figure 7-5. This reflects the fact that more 

Y /USing is being produced by the community at lower 
prices than could have been produced under normal market
conditions.

In this diagram the market supply curve is 

and that of subsidized housing is S . Assuming the demand 

remains the unchanged, and the elasticity of demand 

remains the same, any subsidy that makes housing supply 

more efficient shifts the supply curve to the right,

^  ^whereupon the increased quantity causes a movement along
the demand curve in the short run causing the new prices 

to fall to P* and the amount of housing to rise from 

Q0 to Q. More of the housing is consumed, and at a 

lower price, causing the community to have extra 

disposable income to be spent on other consumer

commodities.

The shifted supply curve in the short run 

illustrates less prices for each housing unit by

aS V  Alternatively it illustrates that more
Can produced at the same price - like Q - Q-̂ at 
Price p*.

In the medium and long run, the favourable terms 

subsidized house ownership may attract more people 

0/ming subsidized houses. Demand curve may shift 
1 l* Prices of houses may rise in response to increased
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FIGURE:7-5. A supply and demand model showing 
the expected market conditions, and those na
conditions that prevail under subsidize
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demand, 

prices ? 

would be 

better o

but may take time before they reach the original

Even if they do, a large amount of houses 
o'
available in the economy and society would be 
ft with more quantities available at less prices.

âfhnris of Subsidizing Housing

A subsidy can be defined as any method of production 

or distribution in which the government participates 

giving material or financial aid to individuals in order 

to ensure that consumers receive the product at a price 

they can afford. This price is usually much lower than 

the actual market price of the product. The effecting a 

subsidy on the good housing the following methods or a 

combination of the methods may be used:-

(a) Tenant purchase:

This is a process whereby purchasers of new housing

are guaranteed easy credit facilities and/or prolonged 

periods of credit repayment; coupled with smaller 

repayment instalments, periods of grace, etc. This makes 

easier for prospective house purchasers to buy or,

acquire houses than in actual market situations where 

“° government or public authority aid is present.

(b) Subsidized rental housing:

Governments and local authorities build houses 

oharge less rent than the prevailing rent
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("market rent") in the neighbourhood where a subsidy is 

supp0Sed to take effect. The objective of the local 

c e n t r a l  government is not to maximize profits but to 

recoup the cost of housing construction; and to provide 

a small running profit which helps to meet the 

management expenses, the costs of repair, and the costs 

of maintenance of individual housing units.

(c) Site and Service Schemes:

By this method the value of the land may be 

subsidized. In countries where land banking is 

practiced by the government like in Kenya there are 

considerable fractions of urban areas owned by the 

government for future use of the community. In this 

case the central or local authority may arrange to set 

aside some of this land for subsidized housing schemes 

at lower rentals than the market rent; or at minimal 

sale values - whatever may be the case. In addition, 

the tenants may obtain their plots with infrastructural 

services already installed free of charge/ or at very 

low costs to them. Toilet facilities, drains, 

water, common washing places, playgrounds etc., 

are then provided before any dwelling is constructed.

n̂ce ttese are ready, the tenant is then requested to

his own house within a specific period, and he is 

lowed to use any building materials that his financial 

°urces can allow him to purchase. The main advantage 

his Is "to create conditions where large population 

l-ties can live together in modest (poor) housing
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without risking any outbreaks of disease, or and without 

denying them the basic infrastructural facilities 

available to the more well-to-do classes in society.

Such schemes have been found to be practical 

in Kenya for the very low income; especially in Nairobi; 

because of the rapid annual increase in the populationy 
of the city caused by both natural growth and rural- 

urban migration. It h ^  been estimated that whereas 

the average rate of overall population increase in Kenya 

is about 4% per annum (one of the highest in the world) 

the urban population increase in Nairobi is about 7% 

per ̂ annum. |J|j| means that the ierket^ progess ̂ pf | . ^  ,

providing new housing is likely to be seriously strained; 

because the rate of new family creation in this city is 

going to be way beyond the rate of the construction of

new housing units .......  especially when the filtering

process is considered. This has partly contributed to 

the sharp increases in house rents within the city since 

196 3; causing the poor to be priced out of any decent 

accommodation. it has led to the formation of slums 

that are eyesores aesthetically and a danger to community/ 

health . This is translated as negative externality 

on the well-to. do classes of the city. It has created 

a Political response, and a strong will to solve the 

situation. Kariobangi, built in 1964 , Huruma Estate,

975 1976 and Umoja have these elements of site and 

rvice scheme. The idea has been spread to other 

P country towns where housing shortage is accute; such
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aS Thika, Kisumu, Karatina, Nyeri, etc.

(d) Subsidized Technical Services:

In response to similar socio-economic forces 

as those causing the design of site and service 

schemes, the central and local governments may subsidize 

the construction process by offering to the prospective 

poor tenants specialized technical services available 

among their civil servant cadres. These technical 

government servants may help in the design of housing 

units, the laying of drains, brick-making, actual building 

construction, etc.; free of charge, while they are doing

* eir payroll

is to cheapen the overall costs of housing - if the 

prospective house owners are not going to be liable to 

pay for these professional services.

(e) Concealed Subsidies:

These take the less obvious forms like less 

taxation on housing, easy loans to certain sections of

the community for housing construction, owner occupier 

house allowance for government and local authority 

workers who own their own houses, etc.

Each of the methods (a) to (e) can be applied 

either individually or may be used simultaneously with 

number of other methods; depending on the financial 

sources and the choice of the subsidizing authority. 

Kenya, especially within Nairobi, all these methods 

used in varying doses for subsiding houses at various
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income levels - from the low income, through the medium
19income and upper income levels . In a case like Umoja 

Estate in Eastern Nairobi more than one of these 
methods has been applied. Land was alienated at cheap 

rates by the government to the tenants. Infrastructure 

was provided by the City Council using a cheap loan 
financed by the United States Agency for International 

Development. Then houses were partially constructed, 

and tenants were required to occupy the finished parts 

while completing the unfinished parts. In most cases 

the basic accommodation requirements like one or two 

bed-rooms, a living room, kitchen and a toilet were

additional bed-rooms, outside fencing, etc. in accordance 

with plans provided by the City Council. In this estate 

are evidences of a land subsidy, infrastructural subsidy, 

building structure subsidy, some form of a site and 

service schemes, and a cheap loan-all used simultaneously.

M i n t a ges of Subsidized Housing;

(a) Social welfare improvement:

Since housing is a merit good, the government 

0r a local authority would like the communities under 

them to consume more of the good than they usually do.

BY Suksidizing housing they influence the supply side 

housing, causing shifts in the supply curve. Given 

e same unchanged demand this supply curve shift may 

n9 ^own the cost of the buildings than at ordinary
prices. The reduced costs of housing acquisition



may cause the housing units to be more easily affordable, 

and may ultimately result in a shift in the subsidized 
housing demand curve. This means that in effect more 

housing is consumed after a subsidy than may acutally 

be consumed before a subsidy. More of the housing 

good is consumed by the citizens, and the standard of 

living may be affected - made better. Occupation of good 

housing may prevent overcrowding that is likely to occur 

in urban areas if high population increases in absence 

of subsidies - as under normal market conditions when 

housing is allowed to filter 'down.
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(b) Activation of the economy:

As a result of available cheap housing, money 

that would be used in the purchase, construction, or 

renting of expensive housing in absence of a subsidy 

is available as additional disposable income that could 

be spent on other consumer goods than housing. This 

tends to stimulate effective demand for other goods* and may 

result in increased investment within the sectors of 

'-he economy that are involved in the production of consumer 

goods. Such investment may have a multiplier effect 

tha«_ can operate throughout the economy ~ causing some 

more ^ployment through investment, and a general 

growth in the national income.

(c) Wealth Distribution:

If specifically so designed, and efficiently 

Carried out, housing subsidy can be used by governments
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wealth from the high income and the medium income brackets
to the poor. This is especially so, if the country's 

taxation system is progressive, and the money obtained 

from the rich through taxation is used to provide 

cheap and good housing to the low income families. The 

money saved by the poor from renting or constructing 

expensive structures may be used to purchase other 

essential necessities. This has the effect of making 

the poor afford easily the basic necessities of life 

that may be difficult if they were faced with high rents 

for their accommodation.

) Checking the "sky-rocketing" of rents:

If subsidized housing projects are extensive 

and well managed the increased housing supply may cure 

excessive demand that arises in large urban areas under 

normal market conditions. This excessive demand, if 

unmatched by supply, is responsible for the sky-rocketing

°f rents - in absence of government intervention. . 

Availability of cheap shelter may cause a fall in 

rental levels, even in the private sector of the 
housing market.

Disadvantages of Housing Subsidy:

For subsidized housing to work, the subsidizing 

uthority has to have easy access of cheap funds, like 

S;'-ly raised taxation or loans, available locally and 

hernationally at favourable terms; with low interest 

tes anĉ  longer repayment periods, etc. This makes it



fnr the authority to purchase land, materials, etc., easy / „•
and to subsidize individual borrowing. If the government 

,s not rich - like most in underdeveloped countries - 

such subsidies can then become heavy financial burdens 

that may commit the country in question to heavy external 

and internal debts. If the houses are financed from 

taxation the tax burden can be excessive on the already 

heavily taxed low-outpart economics. If this is 

overdone, it may even affect output, by reducing the 

disposable income; and therefore the level of 

employment; and ultimately reducing national income 

through the operation of investment and taxation

for rich countries like some members of the Organisation 

of Petroleum Exporting Counctries (O.P.E.C.), lar<|e 

mineral and cash-crop exporters, and industrialized 

countries. v-

Subsidized housing involves a considerable amount 

°* - -ministration. Any government commitment in

anY or a combination of the scheme means that staff, 

office space, stationery, energy and money is going to 

be used every year for the administration of the scheme. 

This is especially so in rental housing schemes, where 

permanent housing managers and their secretariats are 

Ployed on a full time basis for the life of the 

using estate which could be more than fifty years.

The COSt of these services could be great in present value
berms.
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Tenants may be lacking incentives to treat cheap, 
subsidized housing like valuable assets. Misuse of 
premises and carelessness may result in prolonged 

periodic maintenance costs that can add to the costs 

in present value terms of housing subsidies.
Some schemes are difficult to manage. This is 

particularly so when the demand for housing is still 

high and unsatisfied. Black market conditions may result, 

where "key moneys" and other inducements are paid to 

various individuals either owning or managing the 

estates, so that they can secure housing units to some 

needy individuals who can afford this kind of inducement. 

This is, in effect, a corrupt practice that is largely 
caused by inadequate subsidies. This means that for the 

subsidies to work, all factors that lessen this 

excessive demand have to be employed - houses have to 

be readily availbale to make any bribes unattractive.

A large efficient and incorruptible housing management 

system has to be designed to police and facilitate 

housing allocation ... which means greater tax burden 

to the public served by the subsidizing authorities.

Despite these and many other small defects,

most central and local governments resort to

ubsidized housing of some kind or another; both

income distribution or as social welfare improvement

P°ns. For subsidized housing schemes to succeed

y have to be carefully planned along with other 
sectnr-s °f the economy. This makes sure that other
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economic parameters do not defeat the goals that the 

subsidized housing projects are supposed to achieve.

For example, subsidized housing in urban areas may 

be launched hand in hand with social and economic 

measures of discouraging rural-urban migration, and 
checking the urban population growth. This means that 

the annual* rate of new family unit creation in urban 

areas is reduced and could be made to approximate the 

annual rate of the availability of new housing units.

This means that the demand for housing units, and the 

rate of growth of demand is matched by the supply of 

new housing, and the rate of growth of the housing stock 

generally. Other economic measures can have similar 

effects, but space does not allow their full discussion 

here. In other words: subsidized housing has to be 

bolstered by other economic measures for it to work 

efficiently. In addition, if funds are available, it 

needs to be carried out in a sufficiently large scale, 

and fast enough to avoid construction of the growth rate 

°f housing supply; and the spiralling of house rents - 

both subsidized and unsubsidized - that would result in 

absence of a sufficient supply of housing units.

Rent Control

Rent Control is imposed w i t h  similar motives to sub- 

Sldized housing. T h e  difference between the two is that in 

dized h o u s in g  th e  g o ve rn m e n t i s  s t i m u l a t i n g  the supply of housing
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by reducing the costs of housing construction and 

stimulating consumer demand by the availability of 
cheap housing units at affordable costs; while in rent 

control only a maximum price is imposed without the 

government doing anything to aid the increase in the 

supply of housing. Since the housing stock is not 

increased, the resulting increase in demand as a 

consequence of statutory reduction in costs remains 

unsatisfied, and may have adverse economic consequences 

like black marketeering, etc. Any imposition of maximum 

price blocks the normal adou^tmenirs in suppiy-te-changes 

in demand. The 

• • " W f t S B S  cond

despite increases in consumer demand. Since the market 

for housing is difficult to measure the stiiifcutory v“ 
maximum rent is likely to be artificial; and to reflect 

little of the market situation at the time of control, 
or even overtime.

I f  demand is le t  to increase without a matching
----------

increase in supply, black market situations arise; where 

PeoPle who require a rent controlled house, or any form of 

n°usj.ng cannot obtain one, because the ones existing 

are already occupied. Corruption, key money, etc. 

re t*le result, as people scramble physically and 

conomically to obtain the few available units. This 

roases the price of obtaining housing, and also of 

P ying one; because it becomes costly to avoid legal

i15rTan<rtJ^^^ change
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barriers while at the same time incurring the normal 
costs of supplying housing units. On the demand side, 

the key money etc. , become an additional cost of 

acquiring houses. In practice therefore housing is 

available at higher costs than that can be seen 

virtually through legal disectives.

Besides, if there is any legal loophole in rent

control regulations it is likely to be exploited, and

the suppliers will switch to supplying the type of

housing that is satisfying the provisions of the legal

loophole in their attempts to maximize individual

profits. For example, the Kenyan rent control legislation
♦

provides for a rent control for all housing units below 

Shs. 800/- p.m.' since 1965 (when the Rent Control Act

was passed) for unfurnished houses and Shs. 1100/- p.m. 

for furnished houses. Since the passage of this act 

prospective large scale, rich investors in housing have 

tended to develop de-controlled housing units; so that 

as the rate of inflation rises they can be able to 

increase the rents if and when they please. Consequently, 

there has been a vacuum in private sector investment on 

tow cost housing - except in slum areas where the rate 

return for investing in hovels and shanties could be 

Phenomenally high.20 This has been one of the factors 

cting counter government efforts in providing cheap 
housing for the low income; because there is no supplementc 
sistance by the private sector in the provision of low cc 

^he govenm ent has te n d e d  to  s h o u ld e r  s o le  responsibility f o r



309

21of providing housing for medium and high incomes
income housing provision, and the private sector that

In Figure 7-6, if the government takes the 

static housing market condition at time Tq and fixes 

the maximum price at PQ when the quantity or the stock 

of housing is Qq , this may stop any housing from being 

supplied at rents above PQ . Assuming no fall in 

demand - which is mostly the case in urban areas, any 

housing supplied legally gets supplied at the prescribed 

market price along the dotted line A-B. The legal or 

rent controlled housing supply curve therefore becomes

P -A-B. 
0

However, a steeper supply curve - which we can 

call a black market supply curve - develops due to 

difficulties involved in evading the legal price.

Any increase in the demand is satisfied by housing 
supplies at higher prices than under normal market 

conditions that could prevail under conditions of
■n*

supply curve A-S . This is reflected by a backward 

shift in the supply curve to the left as at A-S-̂ . In 

ad d i t i o n ,  the efforts to exploit legal loopholes and to 

extort key money and other black market charges cause 

less of the units to be supplied in the market at these 

exorbitant prices. This supports the fact that the 

SuPply curve would shift to the left under rent control.

ifts of the demand curve in the positive direction 

herefore are met by smaller supplies; which result in
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FIGURE: 7-6. A rent control model at any time 
T0 showing different equilibria positions resu 1  
from assumed shifts in the demand curve.
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*
higher prices - Px instead of P2 - that could result 

under normal market conditions. Smaller outputs, 

q instead of Q2 are produced at these higher prices; 

reflecting the difficulties, constraints and bottlenecks 

in the housing distribution process. This makes the 

housing production process slower under rent control 

(cateris paribus) and causes social hardships through 

black-marketeering in such an essential commodity like 

housing.

In addition to these economic constraints, rent

controlled housing units are liable to be neglected by

their owners; becuase the owners could want to maintain
I  gjfrr̂ T" - • ■ %*/&*■■■

the real income that they enjoyed prior to rent control -

even when inflation causes a decline in real income.

The owners may fail to maintain the controlled houses^ 

regularly since they are not going to be rewarded by 

increases in rent. Thus, the controlled rent is regarded 

more and more by the owners as net income (instead of 

9r°ss income out of which maintenance outgoings are derived) 

as the value of money falls due to inflation. Moreover, 

cheaper housing does not mean that more people would 

occupy these controlled housing. The state of the economy 

maY he such that a high proportion of people cannot

afford the rent controlled premises. Thus controlled 

°using may be occupied only by those few who could 

fford their rent controlled prices. This is especially 

in a low income economy like Kenya or Uganda where 

re are very low per capita incomes that even would
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not allow the majority of urban dwellers to rent 
the cheapest of the "decent" houses, despite their 
being rent controlled. This means that many low 

income families for whom these rent controlled 

houses are primarily meant would resort to living 

in slums like Mathare Valley, Kibera or Kawangware 

in Nairobi. The state of the economy therefore 

may defeat even the best intentioned goals of rent 

control.

(This means that for any rent control scheme to 

succeed, there must be no legal loopholes. Price

supplied would be subject to some controls. Any 

partial control means that the suppliers would supply

more of the de-controlled houses, leaving the economy 

in the same problem of housing shortage and high 

housing prices. Partial control needs to be supplemented 

hy other measures such as plentiful subsidized housing, 

social and economic measures to control interregional 

migration (rural-urban) and other economic measures.

These, indeed form the crux of the matter in development
I

economic theory and urban-regional economies.
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CHAFTER EIGHT
ORGANIZATION OF REGIONAL SPACE 

AND REGIONAL GROWTH

Vl

Introduction

We have been dealing with land and real property 

as a commodity for sale in the market; and particularly 

as a factor of production, whose demand is derived 

from the demand for space whereon to locate human 

activities. All though Part I an attempt has been 

made to look at what affects the demand and supply 

of different types of land; to explore whether really

there was the market for land and landed property. In

most cases, the general economic factors as affecting 

this market has come into focus; and, except in the 

analysis of various rent theories, the distance factor 

and the effect of location have been de-emphasized.

In addition to de-emphasizing the distance factor we 

have tended to localize our focus - to some definite 

areas - thus ignoring the interrelationship of various 

areas, or among various rural neighbourhoods. The 

aPproach of this analysis in earlier chapters has been 

largely from the view of the person who sets out to 

Purchase a piece of land, asking the often intriguing 

questions: "what is the value of that land? Am I getting 

best bargain for my money in purchasing this property? 

order to understand whether or not one has the bargain 

noeded to have some insight into the operation of the
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market and what factors are going to influence the 

property market from time to time. The last Chapter 

0n the housing market also examined the housing problem 

from the view point of the market analyst who would 

be interested in what affects the prices and the costs 

of the housing he either intends to purchase or (if 

he is a public official) the costs of his housing estates.

From now on, the emphasis is on another aspect 

affecting land values - an examination of these land 

values as they are distributed over space. Von Thunen' s 

rent theory has looked briefly into this issue in chapter 

four, when we were trying to understand why the rents 

are different in different locations. Henceforth an 

assumption is made - that land values are affected even 

by the wider forces that determine the location of 

activities over space. With this in mind, social 

economic factors that determine the location of 

activities over space are given emphasis. Interrelation

ships of economic activities over space are emphasized 

wihh a view to drawing that land values could be affected 

profoundly by the spatial distribution of activities 

°ver the wider space than the immediate locality or 

neighbourhood where the subject plot or property is
located.

The main aim of this approach is to project 

sPatial distribution of activities from the narrow 

concept to its widest context. Thus, the 

stribution of activities within a region is
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examined, and what causes such distribution. The 

causes of the specialized nature of activities over a 

regional space are highlited - for example; an 

attempt is made to explain why we have cities and rural 

areas within a specific area of the country. The 

relative growth and decline of these cities and 

their activities are viewed as some of the cardinal 

macro-determinants of demand and supply of individual 

plots that are located in a micro-space.. If a region 

is growing, for example, this means that the activities 

within a region are increasing. Any increase or decrease 

in activities cause an increase or a decrease in demand
*  -  a ** ‘w h m m ' ' l» 1̂ -

for space whereon economic activities are located. 

Therefore any change in demand of this kind has a 

direct effect on the market for landed property at a 

micro-space level. Due to the physical fixity of the 

supply of land (as we saw in chapter two ) any change 

in the activities within a locality responding to changes 

in demand for land, any physical manifestation of 

development in response for changes in demand for 

space, reflects the tendency for land within a region 

or an area to adjust to the highest and best use. The 

demand for a certain type of plot therefore may be 

under the influence of economic forces operating within 
a region.

The forthcoming consideration of the economics 

ffecting land therefore (with due respect to 

e° classical economists•' what could be regarded as a
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macro-factors operating within any region)may give a

rough idea of the level of demand for space - and

therefore land in that region. One can be certain,

for example, that demand for agricultural land in ^

region is likely to be high, given certain things

like the high immigration into a region, the existence

of a large urban area nearby, a large industry with

a large population concentration, etc. Once this

understanding has been "generated" then the micro-view

of the Part I of this text can be employed to analyze

the respective markets for land in certain corners of
#

the region. Then, using either statistical or
'**'*'’* * * * ' innwntiwniii^ fpm wwwi t i m m

deterministic methods, the present value of incomes

accruing from an individual plot in each individual

corner of the region can be estimated, appraised,

valued; etc . Thus, the process of valuation or 

finding the going price (or rent) has wider implications 

than just looking at a plot and its neighbourhood. It 

demands, in addition, the understanding of the region,

and the regional economy.

The forthcoming discussion and chapters will 

°pen by examining briefly the various methods that have 

heen employed over time to delimit both areal 

homogeneous regions and the urban nodal regions.

°nce these concepts are defined they will be used 

extensively in the theoretical and empirical analysis 

and the discussion that follows.
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Regions and Regional Delimitation.1

region.

Many authorities have pointed our that ".......  the

problem of defining a region is a notty one plagued by

many ambiguities .... and it is sometimes possible for a
2regional (scientist) to avoid facing it all". Consequently, 

there is a great volume of literature from various social 

scientists of divers-, disciplines: all attempting to explain 

what the concept of a region means. Equally - and 

sometimes more - difficult is the problem of regional 

delimitation. This is obvious, since the exercise involves 

the already difficult concept of region which is often not 

satisfactorily defined. In the recent quantitative age of 

regional analysis the process of regional delimitation and 

regional definition has been taken to high mathematical 

levels. This has' made the largely intuitive process of 

regional definition a little more rigorous conceptually, 

but has not gone very far in the solution of practical 

problems that arise in real life. Regional definition and 

delimitation therefore still remains largely vague and 

intuiyye, because of the many complex variables that have 

be handled in the process.

it seems in regional analysis circles that a 

region is as large as the context of the study requires.

:t can vary from a small village to a massive block 

•̂din a continent, depending on the range and type of 

^stions under study.3 This clearly implies that a 

9i°n is a subjective construct of the analyst, which
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he coins depending on the context and the scope of his

study. However, it is widely accepted that basic to the

idea of a region is a high degree of_c<2rrelation of

behaviour among its various parts. This is described

through the concepts of homogeneity, contiguity, and
4functional integration. These concepts are utilized 

in the form or another to describe, identify, and to 

help in the delimitation of a region. They are criteria 

which are employed to test whether a certain area in space 

can be classified as a region in regional scientific terms 

Homogeneity implies internal uniformity in terms of 

the phenomena that the regional analyst may be interested

in. For example Richardson uses the phenomenon of a
■m***' «*I*NR*

regional economy which, to display homogeneity, should 

function in a definite fashion, so that some variable 

change within or exogenous to a region may be expected 

to affect the economy throughout the region in a 

definite and similar way. This implies that after this 

exogenous or endogenous change in some parameter, the 

direction or the nature of change is internally uniform 

throughout all the constituent parts of a region.^ Heaver 

narrates how, in recent times, the countryside of the 

USA has been partitioned into regions called State

^HQUomic Areas using computer models so that ".....

(with respect to a large number of characteristics such 

income level, racial mix, principal economic activity) 

the ••• (areas) .... within one State Economic Area are 

highly similar, but the different State Economic Areas 

6 highly d i s i m i l a r . O t h e r  regional analysts have
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with highly sophisticated models to emphasize the need

'r homogeneity in  regional definition and delimitation.7tor
Regions could be homogeneous with respect to geographical 

characteristics, socio-economic characteristics, ethnic 

characteristics, etc. In each case, one part of a region 

needs to resemble very closely all other parts of the same 

region, and to differ highly from other parts of other regions. 

Authorities tend to agree that the conceptual and operational 

objective of regionalizing is to minimize deviation of

variables being examined within each region; and maximize
. . 8 this deviation among regions.

The contiguity criterion of regional definition and 

delimitation demands that a region must exist in one

spatial unit within which homogeneity is visible. All 

parts of the region must be joined to one other with 

respect to at least one of the phenomena distributed over 

space; actual space being one of the most frequently used 

phenomena. in this context, regions are considered as 

individual units which, preferably, are not separated by 

space cf any kind. Where such abstract variables are used 

different parts of a region should be parts of the 

variable being examined with no lack in connectivity of 

th<~ abstraction. This is because any consideration of 

sub region which is far removed from the main region 

a part of the main region means that the distance between 

m *ay have caused lack of maximum interaction between 

erent parts of the region; and therefore may have
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affected their internal uniformity — hence homogeneity"^.

Functional Integration implies that each part of 

a region has some link with every other part of the 

same region through some definite phenomenon like 

transportation network, water supply channels, 

interregional migration flows, flows of raw materials 

and manufactured commodities, etc. The idea is most 

clearly manifest in nodal regions where Central Business 

Districts (CBD) are linked to the neighbouring 

peripheral areas by infrastructure and such like means. 

Hoover asserts that functional integration is the basis 

of the correlation or. community of interest within a

region.
■ Ht&k

These criteria are, as mentioned above, vague, 

intuitive, and indefinite. Due to the ambiguities 

involved, it is doubtful whether regions as defined

and delimited using them can be useful in themselves as 

determinants of the spatial distribution of phenomena.

The prevailing practice is to use phenomena in determining 

the boundaries of a region rather than the regions helping 

to delimit phenomena. Matters are made worse when the 

Phenomena used in regional delimitation are used in the 

studies concerned with their spatial distribution 

within a region. It can be argued that using phenomena 

Under investigation to define the subject under 

lnvestigation lacks the objectivity that should be 

characteristic of any theoretical concept. For example, 

oifiogeneity within a region is assessed in terms of
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s im i la r i t y  of the variables that are spatially 

distr ibuted in  the region of interest; and a regional 

boundary may be drawn where such homogeneity ends. 

Similar ly ,  a boundary may be drawn where functional

integration ends - where dynamic phenomena, such as 

infrastructural network, become discontinuous. All 

these would enclose a continuous space to satisfy 

the criterion of contiguity; because this criterion 

seems to be merely a physical, conceptual, and an 

operational spatial contraint that must be satisfied 

in the interest of functional integration and homogeneity. 

In view of all this, regional analysts have observed

t-horp 1« nr> snrh a tlifna as a ’true reaion’. Tne

region is deemed to exist only as an intellectual 

concept, useful for some specific purpose of interest.

It is judged to be suitable or unsuitable on the basis 

of the light it throws on the problem being investigated

Regional analysts are, however, in agreement that 

the value of regions is to act as ĉ ues for further

investigation; and areas wherein the spatial distribution

the phenomena under investigation can be observed.

Regions serve to cut down complex space to smaller

areas within which physical, socio-economic and

environmental variables can be observed with relative ease;

as compared to the complexity of these phenomena that

ls usually present over the unpartitioned space.

Regional delimitation is therefore necessary for
< ,4*

ficient manipulation of these spatial variables,
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especially in these days of regional, physical, social 

and economic analyses; and planning. The concepts of 

"region" and "regional delimitation" are therefore in 

wide use (as they are currently defined) despite the 

prevailing ambiguity in their respective definitions.

.qnme Methods of Regional Delimitation*

There are two kinds of Regions; nodal or "polorized" 

regions and uniform, or homogeneous regions^. The 

structure of the first type has been likened to that 

of an atom; in which there is a nucleus and a complementary 

peripheral area. In such a region, functional integration 

rather than homegeneity - is tfte dominant4'basis of
^  M mcorrelation, or the unifying variable; which is usually

\

called "community interest." The second type has
—

been termed as a compage by Whitelesey, and is 

characterized by the homegeneity of single features or 

association of several features - both natural or 

roan made - that are related to human occupance and/or 

ecological functioning of the area.

Nodal Regions

These fall mainly in the category of urban areas 

and surrounding peripheral areas. The definition of 

urban areas and their delimitation is also not easy. 

Heilbrun indicates that there is no universal definition 

of an urban region which is generally accepted by social 

cientitsts. However, he argues that various disciplines
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have their yardsticks of defining and delimiting urban 
regions. An economist, for example, will have no

difficulty in accepting a definition of "urban"

in terms of population size and density. He quotes

the United States Bureau of Census definitions of urban

areas in fortifying his definitions of urban places

using population concentrations'^.

An urban place has been defined operationally in 

the United States as any concentration of population 

(closely settled) , usually an incooporated village, 

town or city of at least 2,500 inhabitants. An 

urbanized area has been defined as a central city or 

cities, and the surrounding closely settled territory.

A city, a large town or a municipality in every-day 

language would fit into this definition (Refer to 

Table 8-1) . in most countries, such urban areas are 

usually defined legally, with some kind of outer 

boundary. They include the central nodal areas with 

the greatest intensity of urban physical development, 

und peripheral areas with high population concentrations. 

Such regions have to be defined using similar delimitation 

criteria as are explained above. They are used for 

Public administration, service provision, and other 

socio-economic purposes by the population.

Difficulties have been experienced in applying 

bese definitions as urban areas of increasing size 

ave been encountered - especially along the eastern 

Aboard of the United States.
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NAME OF PLACE POPULATION

Village Under 5,000

Town 5,000 - 15,000

Municipality 15,000 - 75,000

City 75,000 - 1,000,000
. •• ***»«#* '*«*>■**

Metropolis 1,000,000 - 10,000,000

TABLE 8-1. Grades of urban places and their 
corresponding populations.
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It has become necessary to define and delimit higher nodal 

areas called Standard Metropolitan Statistical Areas 

(S m .S.A.) • As the name implies, the definition and 
d e l im i t a t io n  of these areas is necessary for the purpose

of detailed study and bureaucratic analysis; and, hopefully, 

for better and more integrated social, physical and economic 

p l a n n i n g .  The definition has taken advantage of the fact 

that such SMSA's consist of central and nodal areas where 

there are intensive population concentrations; but where 

these nodal areas are economically interdependent with their 

s u r r o u n d i n g  peripheral areas. The latter are also closely 

settled. SMSA's have therefore been defined as:-

a county or a of contiguous

countries which contain at least one city 

of 50,000 inhabitants, or more 'twin cities' 

with a combined population of 50,000. In
\

addition to the country or countries containing

such a city or cities, contiguous counties are

included in an SMSA if, according to certain

criteria, they are essentially metropolital in

character and are socially and economically
13integrated with the central city.....

This implies that boundaries of these nodal regions 

h°uld include all areas of the node and the pheriphery 

closely settled populations*? Areas that are more 

graphically inclusive than merely the central core are 

-*-°sed because of their generally high intensities of 

l°pment and human occupance. It must be mentioned
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that
because 

space

the exact positions of boundaries become unclear

the distribution -of population and development over

is indefinitely demarcated,

To aid in the delineation, the authorities have invoked 

the use 0f the concept of functional integration. The 

conceptual surrogate through which such integration can be 

seen is the social and economic integration which is measured

as follows

The criteria of integration relate primarily to 

the extent of social and economic communication 

between outlying countries and the central county....

A county is regarded as integrated with the county 

or counties containing the central city if either

15 per cent, of the workers are living in the 

outlying county or counties containing the

central city cf£ cities of the area, or ....  if 25

per cent of those working in the outlying county 

live in the county or counties containing the 

central city or cities. ̂

integration criteria so outlined include the percentage

of labour force that is non-agricultural, but commutes daily 

the central city to work, and those residing in core 

reas tlî t commute to work in the outlying areas every day. 

0cial and Economic communication include peripheral 

^‘tensive agricultural and other activities that specialize 

supplying the urban core with daily necessities, in return 

goods and services produced in the core areas of the SMSA

c
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Regional analysts have been looking for these criteria

in their efforts to delineate SMSAs. Despite the clarity 

in de f in i t ion ,  these areas have not been easily defined. 

Experts agree that the boundaries of these nodal areas 

are roughly where the concentration of phenomena used 

in categor iz ing  urbanization become roughly equal to 

those of a similar kind contained in the surrounding 

unurbanized countryside. Obviously, such boundaries of 

natural and socio-economic phenomena are indefinite and 

often difficult to identify. Consequently, regional 

delimitation of nodal regions has received active 

research attention over the last 50 years or so in

alfernimpts the concept.

Most work of delimiting these regions has had the 

approach adopted by a pioneer in this field, A.K. PhilbricJ 

In his paper he shows inter alia the spatial organization 

of land use within an urbanized node, using the town of 

Boswell, Indiana (Fig. 8-1). He then goes on to 

demonstrate the spatial extent of the' functional 

integration of this node with the complimentary peripheral 

area. According to him, this integration is evidenced 

by the focality of functions concentrated in the town 

and symbolized by the pattern of community, including 

tho town and the surrounding farms. This focus upon the 

town makes it a real centre of the periphery. The 

a9ricultural, commercial, and residential establishments 

Centred in the urban node, and those serving the noda- 

but based on the periphery. With respect to the
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»**» < H

FIGURE 8-1: Spatial
Organization of Land Uses Within 
an Urbanized Area: Boswell, Indiana. 
SOURCE: A.K. Philbrick: "Principles 
°f Areal Functional Organization in 
Regional Human Geography,"
Economic Geography Vol.33 (1957)
PP- 3^6^336 . --
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peripheral area, he is interested in the farthest 

distance form which the farmers, for example, are 

induced to sell their commodities in the nodal market 

centre of Boswell. Compare this fact to the Von Thunen

analysis in chapter four.

After such an empirical study on any such node, 

including big cities like Nairobi, Kampala, Dar es Salaam, 

etc., the extent of urban regions or their threshold 

area is usually demarcated by any of the empirical and 

statistical methods that aim at finding the extent of
>functional integration and homogeneity. Some of these 

rely on the mean distance from the urban core of all 

boundaries of market areas of the goods and services
produced in the core and those that are marketed 

therein - i.e. the mean boundary of the trade areas of 

activities reciprocating trade with the nodal area.

Other methods use gravity models, traffic flow models

etc.^ (see figure 8-2).

Homogeneous regions

These began to attract the attention of scholars 

from time immemorial. They involve the use of the 

physical configuration of the earth, and the physical 

homogeneity or heterogeneity of phenomena over space 

in carving out the regions for the purposes of 

administrative, conceptual and social-economic 
manipulation. Early attempts of regional delimitation 

°f homogeneous area are not well documented, and
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T R A D E  A R E A S  OF B O S W E L L .  INDIANA

TRADE areas of establishments

— MAIN POULTRY » ECS CO <* *0% •» MM) 
— RESTAURANT (TS*. •< null 
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'■ FARMERS a merchants ran*
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AREA SERVED BY
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ESTABLISHMENTS 
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E 3  • -IO 1STA6LISMMCNTS

*(>•• it i ttwi
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__STATE BOUNOARY I"® • *-L*

NTT BOUNTAR'
male MAY POWl TO TOWNS WITH 
SIMILAR ESTABLISHMENTS

FIGURE 8-2: Boundaries of Market areas
of the Goods and Services Produced in a Small 
Rural Centre: Boswell, Indiana.
SOURCE: A.K. Philbrick, "Principles of Areal 
Functional Oraanization" Economic Geography
•v°l. 33 (1957) pp.306-336.
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therefore the sources and the concepts cannot be easily

outlined. The earliest thoroughly documented attempt of

this nature was done in 1752 by Philippe Buache of the

famous School o f  Geographers based in Paris (the French

School). He thought that artificial administrative

divisions do not provide an efficient frame of organization
in the presentation of geographic ideas. Instead, he

proposed that the study of spatial differentiation and
distribution of phenomena should be organized using natural

regions. The natural region that would be best suited for

this purpose in his opinion would be a river basin; because
17high ground forms the natural boundaries for such regions. 

Consequently, he received criticism from his academic 

successors who felt that this approach would be 

inadequate, because it would exclude the plateaux (which 

did not form clear watershed boundaries) from serious 

geographic consideration. Since then, Geographers 

(geography being the discipline that has been concerned 

with regional definition and delimitation longest) 

have explored different methods of "regionalizing" the 

countryside. Use of geological formations, heartlands 

and coastlands, centres and peripheries, surface features, 

vegetation, human factors, etc., are some of the 

PProaches that have been tried for regional delimitation 

ever time. in each case the criteria of homogeneity, 

ntiguity and functional integration forms the basis 

judgement before a specific region is 
ineated. Despite this, regional delimintation remainsDespite this,
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an imperfect method; and much remains to be done in 

the way of refining the existing techniques.18

Location of Regional Economic Activities.

single Firm Location and Spatial Pattern of Economic 
A c t iv i ty .

In chapter four we considered only one single major 

activity in a region - Agriculture. We saw how the 

Von Thunen model dealt with dispersed farmers who sold 

their output in a settlement market. In the simplest 

Von Thunen case the city was assumed to be punctiform.

The city served as the market place for agricultural 

goods derived from a homogeneous, unitropic agricultural 

periphery. Consequently, ^ r e s u l t i n g  pattern of land 

use was determined by the farmers' economic expression 

of the desire to be as close as possible to the market 

place. They would thus be striving to minimize 

transportation costs and to maximize profits.

Therefore, each of the farmers spread net over the 

iso-tropic space carrj^a^ out some economic function. He 

sells his goods to the punctiform market to those people 

who need them in return for some money. Implicit in this 

ls soir‘e degree of specialization where after the farmer 

°btains money he can purchase other goods and services 

he needs from some place. It is impossible for 

rmers to be self-sufficient in everything. So the- 

Pulation in the uni-tropic space ceases to be 

°9eneous, and the most successful people in some 

ction that is needed in the day-to-day life of the
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tend to specialize in the production and provision of 

that service or function.

These specialized services cannot locate themselves 

anywhere they please on the plain, even if we assume 

unitropism. They tend to locate in the most accessible 

places on the iso-tropic space. This, cateris paribus 

happens to be the most centralized location in this 

plain, and co-incides with the market place in the 

isolated space; because each consumer of these goods 

tends to minimize his transportation costs if he is 

rational, as we saw earlier. If the producer of 

these goods and services is supplying them to some 

market, then he must also think in terms of 

in the place where he will minimize his transportation 

costs to the market. So the market place in the 

Von Thunen analysis happens to be the most logical 

location of these producers. In this case, the city 

or the central place will be assumed to be wider than
f

the punctiform market, so that it can contain other 

kinds of producers in the production of other goods and 

services that are required by everybody in the region - 

farmers, and themselves. Therefore, the central place 

becomes the market centre for commodities, and a 

distribution point for the retail goods produced by the 

°ther specialized group of the population who are not 

farmers. Farmers travel to this market, not only to sell 

bbeir output, but also to purchase the needed goods and 

Services from the other specialized sectors of the economy
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p *

This is the kind of picture that we obtain from the
attempts to partition the complex regional space into 
the homogeneous and nodal regions. So far we have 

considered only one of these nodes. In fact, Von Thunen 

has only one in his "Isolated State". In real life we 

come across many of these nodes, and of varying sizes, 
distributed all over the countryside.

A simple location model

The discussion of central places’ distribution

over the uni-tropic space begins with a simple

normative 
Ml

those of

distribution of demand and population, small towns or 

settlements supported by trade with their hinterlands,

and the existence of producers and consumers who are 

economically rational, seeking to maximize profits and 

utility. Initially, a linear market in which consumers
aare evenly distributed along a line could assumed.

Given all these assumptions we are interested in knowing 

t>le number of settlements required to serve the 

Population, the size of the trade of these settlements, 

and their ideal spacing.

If we are interested in selling a good along this 

-ine (say a road) as in Figure 8-3, the success or 

failure of this attempt will be determined by how much of 

good we must sell. Enough must be sold to meet the

°Porating costs and the subsistence wage of the seller.
X' '>//.' ' v '/ , /

1 Umodel with simple assumptions identical tô

Von Thunen: an isotropic surface, uniform
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FIGURE 8-3: A Simple Linear Model
of Evenly Spaced Consumers. (SOURCE:
^•B. Foust and A.R. de Souza/ Economic
Landscape). r k
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This minimum amount of the good is  the so called threshold 

0f a good, and is one of the key concepts of central place 

Theory. Usually economists talk of the minimum level 

of demand; and in this context we talk about the 

"minimum number of people" required to support a 

central function. The central function is one of these 

outlets along the straight road where the good is sold. 

Threshold of any service then can be defined as the 

minimum level of demand required to support a given 

central function?̂

As we have seen earlier, the price of a good rises 

the farther one trave ls  from the outlet where it  is  beings

produced. After the initial market price, what the 

consumer pays is a direct function of distance. Assuming 

the normal conditions of demand, if the price of a good 

increases with distance, then the demand for that good 

should decrease with distance. This observation is 

not dissimilar to the demand - Cone observed in 

Fig. 4-1 (chapter four) but is shown in figures 8-4 B. 

People stop purchasing the good when its price equals 

the transportation costs incurred to get it. If the 

good is seller supplied, the outer boundary of his 

sales will be the point on this line where he cannot 

earn any profit after paying for his subsistence, cost 

of Production, and transportation costs. The range of 

a good supplied from a central place can therefore be 

defined as the distance from the central place to— thi_s

^ e r  limit of demand. The threshold of a good will
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FIGURE 8-4: Range and Threshold of
a Good# Amount Purchased of Any Good 
Decreases with Distance. (SOURCE:

Faust and Anthony de Souza 
Economic Landscape. (London. Charles E. 
Merril, 1978).
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be all the consumers within this range in all directions. 

It includes everybody within the circle, whose radius 

is the range of the good. In terms of the linear market 

everybody on both sides of< the outlet, but within this 

range is included. Different goods can have different 

thresholds. Goods that are low-priced and purchased 

frequently as short-run necessities need to be near 

consumers. This is because if they are located farther 

apart the consumers will incurr more transportation costs 

(or the pain of going to purchase the good) than if the 

goods are within easy reach. Daily domestic goods 

therefore are located nearest the highest concentrations 

of population so that they can be easily accessible. 

Producers are well aware of the fact that if they placed 

these goods longer distances away from the population 

they will cause consumers to look for other alternatives 

Usually what happens is that a "vacuum" is created 

comprising of the unserved area; and another producer

will locate therein, to take advantage of the unserved
-

market.

Costly goods that are purchased infrequently will 

have high thresholds. Clothes, furniture, etc., fall 

in this category. Here the consumer travels only once in 

a long time to pyuchase the good. Its durability will 

^etermine the frequency of purchases and sales among 

hhe population. So in most cases there is likely to be a 

°wer density of population per square kilometre 

Squiring that good at any one time. This is because



341

those who purchased the good have still f̂ ot unexhausted 

stocks of the good - until may be, an item of furniture 

breaks, or the clothes are worn out. To keep those 

producers going and in the daily process of production 

the area served by thejf needs to be large; so that they 

can be guaranteed at least a few customers every day. 

Like the low threshold area goods/the range of these 

goods is demarcated by the line where the price of the 

good equals the transportation costs of obtaining it. 

Goods with low thresholds are called low order goods, 

and those with high thresholds are high order goods.

h<
In this simple model, a serim  * * * * * mWm&'***m

triangles for all outlets along a straight line will 

result. If they are too many, the demand triangles 

will intersect with one another as shown in Figure 8-5. 

The number of demand triangles along the straight line 

will be such that can just manage- to stay in production 

for each order of goods. Any addition will be forced 

out of the market; or will force another inefficient 

outlet off the market if it can manage to stay. This 

will be the straight line spatial equilibrium shown in

mm

figure 8-5 . In this diagram lower order goods are depicted

spaced close together in this spatial equilibrium as at 

centres a, b, c, d, and e. They are also low priced to
■L+— (

indicate their Ubiquity, and the fact that any high 
Ptices will cause the consumers to purchase them elsewhere. 

Their thresholds (market areas)/as dictated by transport 

Costs, are small. Higher order goods will occupy market
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places E , F, and G. They have larger thresholds 

(market areas) and longer ranges as shown by the 

extent of their markets. Their high market price 

everywhere reflects their relative scarcity; so that 

they can be obtained only after a considerable amount 

of specialization in the community. See figure 8-5 A.

In a similar manner we can speak of the order of a 

central place. A central place is of a low order if it 

specializes in the production of low order goods. A 

high order central place specializes mainly in the 

production of high order goods. We can relax the 

assumptions of our linear model and imagine if these 

central places spread over space. The nature spatial 

distribution of these activities and its pattern is what 

regional scientists have been looking for as we shall 

discuss below.

In the case where spatial distribution of the 

market areas of goods is concerned, the threshold 

areas become circles around the central places; and 

when the values are plotted vertically they form demand
cones.

Central Place Theory

This is a model that tries to explain the spatial 

distribution of human activities within a region. The 

°del as it stands in contemporary location theory is 

the result of the efforts of two pioneer regional
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scientists, Walter Christaller and August Ltfsch.21 
Their works were in turn inspired by those of earlier 
economists like Von Thunen, Launhandt, Weber, and others.22 

Both Christaller and Losch started from different 
viewpoints - or "resolution levels" and both got to the 
same basic pattern of the distribution of central places. 

Christaller started from the highest order of central 
places and Losch from the lowest order. The reader is 

referred to their works for detailed information.

However, the model will be outlined as it appears in 

its simplied form from each of the two scientists.

Walter Christaller
* "aUfc. **

Christaller began his analysis by considering the 

countryside around him, the arrangement of cities, and 

perhaps wondering whether the natural occurrence of 

settlements would be somewhat of a regular pattern - rather 

than a completely random pattern. In order to accomplish
t

his investigation he considered the "nature of central 

places", and the factors that he thought were important 

in bringing about centralized and specialized service \ 

areas from the ordinary agricultural countryside. First

y

all he assumed that in the physical space, ££e 

crystallization of mass aronn^ a— nucleus is an elementary 

form of^order. We have this pattern of arrangements in 

m°lecules, atoms, and the solar system. According to him, 

the same principle could well be utilized to describe the 

endency Qf human activities to be centralized - hence 

the existence of urban areas all over the countryside.
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Centralists principles apply to towns as centres of

regional of regional human communities. Towns become

receptacles of the most specialized and commercialized

aspects of regional life. Towns function as central

settlements for many activities meant for the benefit

of their periphery. He thought that the best term to

describe these centres is a "place". This word was

considered neutral because it does not apply specifically

to either towns, political communities, or economic units.

The word includes the farthest area served by any activity

based in a centralized nodal community. A place may be
23larger or smaller than a settlement. According to

Christaller the population size and the importance of

central places are not necessarily synonymous; but they 

may be closely coordinated. The population of the nodal 

hinterland, however, indicates the relative importance

of a central place. The centrality of a place is  a

term that denotes the relative importance of a place 

with respect to the region surrounding it - how much 

its services are required in this particular region or 

the level of demand in the region for its services.

Thus central places may have higher, lower, or decreasing 

centrality. The concept also means that certain 

specialized goods and services are available for sale 

the periphery from the nodal area. The importance 

 ̂a central place consists not so much in the 

Production of goods as such; but in the offering of 

hese goods and services to the peripheral area. In 

me cases, least cost locations of some industries need
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not ^  found in central places. 24

The commercial functions of a central place 

indicate its economic centrality with respect to 

minimizing the distance from the* region to it, and 

from it to the region. Christaller proposed the concept of 

a complementary region which connotes mutual inter

dependence between the central place and its peripheral 

area. The size of a complementary region is fairly 

constant, because its radius is a function of economic 

distance, or the mean range of the goods produced in 

the peripheral area. This is the mean distance that a

dispersed population is

a good offered at a central place.* The attraction of 

a central place to the peripheral or the complementary 

area does not depend completely on this distance, but 

also on the variety, quality and the price of the goods 

and services available in the central place. These in 

turn depend on what volume of business the businessmen 

providing them expect from the complementary region.

If the effective demand for a particular good or service 

within the complementary area is too small to guarantee 

ttle supplier’s a satisfactory income, then the good will 

n°t be offered for sale. This means that the density 

°f Population is critical in determining the variety of 

Central place functions and goods. Effective demand 

for these will depend on the peripheral populations’ 

lncome and tastes. Christaller therefore concluded 

the "....  consumption of central goods is
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25decisive in the development of central places." ♦

Having outlined these assumed characteristics 

of central places he set off to analyze their 

distribution, and those factors affecting such 

distribution. In order to be able to simplify the 

reality of the complex regional structure he built 

a theoretical framework based on the following assumptions:

(a) The subject region is a homogeneous 

plain without any relief that may 

disturb this uniformity;

(b) resources, soil fertility, and

the region;

(c) there is uniform distribution of rural

population throughout the subject region; 

and
(d) the region is homogeneous in terms of 

accessibility - unitropic; and the 

mode of transportation is homogeneous 

among the population.

Using these assumptions he examined the arrangement 

of central places in Southern Germany empirically; and 

drived at a conclusion that each order of central 

Places would have complementary regions of the same

size all1 across this uni-tropic space. These would take 

a hexagonal form. This form is the most likely

conceptual form of a complementary region (or a
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tributary area) because nearly all points on its outer 

fringe are almost equidistant from the centre. A circle 

would be the most ideal form, but then geometrically, 

it would leave unserved areas in between the complementary 

areas. To avoid this, the advantages of the smooth 

ring of the circle were abandoned in favour of the hexagon. 

This made all tributary areas equal, covered the whole 

subject region efficiently, and left all points on the 

outer rim of each hexagon almost equidistant to one- 

another from the periphery. All other polygons do not 

fulfil the requirement of efficient service and equidistance 

of the outer limits from the central place. Figure 8-6

Empirical examination by Christaller disclosed 

that the spacing of the lowest orders of central places 

would be formed by market hamlets or villages. These 

would form small diameter hexagons, and would lie about 

6.96 kilometres apart. Superimposed over this network 

of low order central places would be the second order - 

also following the hexagonal shape in carving out their 

tributary areas - and so on, until there would be one 

major metropolis of the nth order that serves the entire 

countryside. All the orders would be nested, within one 

an°ther in the sense that central places of a given 

order and their tributary areas are included within the 

next higher order. In turn, these higher order 

Centrai piaCeS are included within the tributary areas 

the places of the next highest order, and so on,
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E f f e c t i v e  t r a d e  areas a re  
actually Hexagones.

Stage V
°econd O rd e r  C e n t r a l  p la c e s  d e v e lo p :  N e s t in g  o f  
2nd Order C e n t r a l  p la c e s  and Their t ra d e  a r e a s .

F I G U R E  8-6: The Development of
Hexagonal trade areas over a uni-tropic space. 
(SOURCE: Ray Northam, Urban Geography New York,
John Wiley, p.131).
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throughout the hierarchy. This is a logical 

observation, especially when one remembers that each 

higher order centre has certain sepcialized functions 

not present in the centres of the preceeding orders,^ 

and that these added functions have higher thresholds,4/ 

greater ranges, and thus, greater area'/ extent of 

tributary areas.J The theoretical distances between 

central places of different orders are shown in table 

8-2; and their nesting, as shown by Christaller; is 

shown in figure 8-6 (Stage V ) ; and as subsequently 

shown by August Losch, figure 8-7. Christaller 

formulated an empirical relationship between numbers 

of central places serving themselves, as a constant 

numerical value, which would be different, depending 

on the purposes for which central places are supposed 

to accomplish. _.-He proposed that this arithmetic constant 

would determine a constant progression up the hierarchy 

of central places specializing in any kind of function. 

This progression would define how many of the next 

lowest places are served by anv order of the nestsd- 
sys_tem. it is caused by the transportation and service 

requirements of the central place service under 

consideration.

For example, when one considers a central place 

system based on the marketing of goods and services 

(when the distribution of goods and services is of 

Prime significance) this constant would have a value 

0f 3- He called the constant "K" which means that the
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TABLE 8 -2

O R D E R S  OF CENTRAL PLACES AND INTERCENTER DISTANCES (A FTE R  W. CHRISTALLER)

Order

Number

O rd e r  Name I n t e r c e n t e r  

D is ta n c e  (M i l e s )

K i l o -

Metres

1 (lowest) M a rke t h a m le t 4.35 7 Km

2 To w n sh ip  C e n t e r 7.45 12 Km

3 C o u n ty  s e a t 13.04 21Km

4 D i s t r i c t  s e a t 22.36 36Km

5 S m a ll  s t a t e  c a p i t a l 38.50 62Km

6 P r o v i n c i a l  head c i t y 67.07 108Km

7 R e g io n a l  c a p i t a l  c i t y 115.51 186Km

SOURCE: Based on W. C h r i s t a l l e r ,  D ie  z e n t r a l e n  O r t e  i n  S u ddeutschland (1 9 3 3 ) ,
as presented in  Edward U l lm a n .  . " A  T h e o ry  on L o c a t i o n  of C i t i e s , "  Am erican 
Journal of S o c i o lo g y ,  X L V I  (M ay, 1 9 4 1 ) .
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K value of e marketing system of central places would 

be (or K = 3) . In this system each city of any order 

of choice could be served by 3 cities of the next largest 

size. It therefore follows that a given city of any 

order provides goods and services both for itself, and 

to a third of the residents of each of the six satellit 

cities of the next lower order that surround it in the 

hexagonal nesting system. The rest of the population'r
of the satellite cities could obtain their services

from the nearest cities of the order of choice. The 

K value in this case would be referring to the number
ir—of economically dependent centres served by any given

centre of any order that we could pick.

Central places with specific K values would 

have a unique pattern of the way in which they would 

be arranged within the hexagonal nesting system. 

Arrangements of this kind would maintain the hexagonal 

pattern, but the positioning of central places within 

the nesting and in relation to the boundaries of the 

hexagon would differ. See figure 8~8

If, on the other hand, the central places system 
is meant to maintain the political and administrative 

control, the transportation and service requirements would 

induce a spatial hexagonal arrangement with a K value:

 ̂ This what Christaller called The Administrative

rincipie . in this system an administrative centre of 

any °rder serves itself and 6 adjacent lower order centres. 

Again there is a single node or focal point that serves



k = 3 k = 4 k = 7

FIGURE 8-8: The nine smallest hexagonal territories in the Loschian K.
System. (SOURCE: Peter Haggett, Locational Analysis in Human Geoqraphv:
London: Edward Arnold Publishers, 1965; ppJ119. ' 2 s~~*‘r

yX
6
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FIGURE 8-9: The three main nesting
Pr-*-nciples ~ according to Walter Christaller. 

(^OURCE: Haggett, Locational Analysis,P • 12 2) #
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as a functional centre; but the region has a pattern

of central places that has come about as a result

of different processes from that pattern pertaining

to the market principle. A transportation principle

would have a K value of 4; meaning that any node of

any order would serve itself and three other central
2 6places of a lower order. See figure 8-9.

Christaller tested his central place model in 

Southern Germany, he was faced with the problem of 

determining the centrality of central places - he 

wondered how he could quantify the importance of 

central places precisely. He chose a surrogate • |

that he thought would indicate this centrality - telephone 

service. For example, if the importance of a central 

place is assumed to equal the number of telephone connections 

(perhaps because of necessity and the business transacted 

through the lines), then a place with one hundred 

telephone connections would be more important than the 

one with fifty; the latter would in turn rank higher 

than the one with thirty; and so on, down the hierarchy 

central places. The number of these connections 

was found to be closely correlated with population size 

of a central place; and therefore confirmed the central 

Place's importance. Using this surrogate he was able 

to isolate central places of various orders as found 

ln s°uthern Germany around 1933; shown in figure 8-10.

importance was calculated in accordance to 
f°rmula that he developed using the telephone connection
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FIGURE 8-10: Actual Spacing of
Central Places in Southern Germany during 
Christaller's time. (SOURCE: J.B. Foust and
A.R. de Souza, Economic Landscape, p.75).



surrogate. Having developed these orders he was able 

to construct a table of urban hierarchy, with inter

central place distances among identical orders, the 

population expected of each central place of each order, 

the expected tributary (complementary) areas for each

order, and the population expected within each
27complementary area. See table 8-3. From these

empirical examinations, Christaller concluded that

there are several K values that any central place

system might adapt. However he hypothesized that once

one K value has been adapted it would apply to the
2 8entire network at any one time. In this case various 

networks in different parts of the world would be built

j ------  ---------------------------- '

the normal principle or pattern would be occasioned by

relaxed. A distortation could be caused by agglomeration

when central place locate near one another due'to 

infrastructural and other external economies of scale. 

This reflects the tendency for a clustering of central 

places around large metropolises. Differences in per 

capita income of population over space, the degree of 

localization of resources, the passage of time, etc., 

a11 would affect the regularity. Nevertheless, he 

thought that a rough pattern) of this nesting would be 

found in Southern Germany, most of Germany, and Western 

Eur°Pe. The other characteristic approach of his is 

that he built his hierarchies from the largest

actual irregularities when all the as s are



8-3. The urban hierarchy in South Germanytable

Towns T r i b u t a r y  Areas

D i s t a n c e  Size

C e n t r a l  P l a c e  A p a r t  P o p u l a t i o n  (Sq.  km) P o p u l a t i o n
( 1 )  ( 2 )  ( 3 )  (4 )  ( 5 )

Market hamlet ( M a r k o r t ) 7 800 45 2,700

Township c e n t e r  ( A m t s o r t ) 12 1 ,3 0 0 135 8,100

County seat ( k r e i s t a d t ) 21 3 ,5 0 0 400 24,000

Distr ict  c i t y  ( B e z i r k s s t a d t ) 36 9,0 0 0 1,200 75,000

Small state c a p i t a l  ( G a u s t a d t ) 62 27,000 3,600 225,000

Provincial  head c i t y  
(Provinzhaups t  ad t ) 108 90,000 10,800 675,000

Regional c a p i t a l  c i t y  
(Landeshaupstadt) 186 300,000 32,400 2 ,0 2 5 ,0 0 0

Source: E . L .  U l l m a n  ( 1 9 4 1 ) ,  Am e ric a n  J o u r n a l  o f  S o c i o l o g y .
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metropolises to the smallest. He hypothesized that

market areas tended to descend in size from a large

region dominated by a metropolitan centre capable

of supporting the highest order of goods "national

commodities", to the area so small that it can only

support the goods with the least threshold (lowest
29order) or "local commodities".

August Losch

Following the original work of Christaller that 

was published in 1933 a fellow German ,August Ldschwtried 

to rationalize the major postulates advanced by 

Christaller. He felt that the fixed K value proposed 

by Christaller was too imposing an assumption; and 

therefore he developed his model which allowed for .

differing K values to be superimposed on one another. 

Since there are many ways that this can be done, Losch 

added the requirement that the overlays should occur 

in a way which maximized the number of coincident 

places. He did this by centering all of the hexogonal 

nets on one place, and making it the largest city in his 

landscape. He rotated each net slightly around the 
centre so as to affect a maximum number of common central 

Places. This, in turn, gave a minimum number of total 

centres in the system. 30 Figure 8-11 shows a hexagon 

from each of the ten K fields, each with a common centre, 

f^sch labelled with numbers the ten hexagonal systems; 

and provided a representative hexagon from each system.
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taly this hexagon was shown after the nets had been rotated 

so as to maximize locational coincidence. This is seen 

in the portions of three sectors issuing from the central 

place, show in the upper right hand portion of figure 

8-11 (A). The simple dots indicate original settlements; 

with the numbers in brackets indicating the size of 

the market areas in which the settlements are centred.

The encircled dots refer to co-incident market centres, 

with the size of the market shown alongside without 

brackets.

Two sector portions are shaded to illustrate the 

relatively high incidence in thean of multiple-centre

towns. These tend to be larger towns, with the size 

of the town being determined in part by the size of 

the largest market for which the town is simultaneously 

a centre. The blank sector in between shows a relatively

light density-of-settlement pattern.

Figure 8-11(B) gives the picture of the outer 

section of the first shaded sector on the left and the 

following unshaded sector, moving clockwise. The 

relative density ot coincidence is more visible on the 

first sector (shaded) than on the following sector. The 

dots which are unnumbered in both sectors do not seem 

to be centres of any importance, rather than 1 st order 

centres. a simplified Loschian landscape is shown
y s'

in figure 8-11 (C).
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There are two interesting points to note from this 

analysis: firstly, that the alternating centres are in 

general agreement with the efficiency of transportation 

over space. Thus, for space economy, it may be 

necessary to have a range of cities of different sizes 

which they economize on infrastructural investments 

such as power lines, roads, etc. In this case the 

centres would be located astride the transportation 

axes emanating from the major metropolis of the region. 

A further economic advantage accrues in relation to 

link roads, or ring roads, and other parallel 

infrastructure; so that the busiest sectors (or the 

high density sectors) can be efficiently served by*? ** 

non-radial infrastructure. Economy is achieved through 

lesser outlays required to construct these non-radial 

networks, Losch reported that when he was writing 

(1939) the environs within a 96 kilometre radius of 

Indianapolis (Indiana) and Toledo (Ohio) in the U.S.A-. 

had similar settlement densities and density of 

settlement landscapes to that of figure 8- 1 1 (0 .

The second point relates to Losch's findings 

concerning the city production and size. In the 

Christaller system, cities belonging to the same 

°rder have identical production activities “ 

specializing in goods of a similar threshold order.

the Loschian landscaped this is not required. A 

citV could be of the same size as the other one, b 

b°th could be producing goods of different thresholds.



364

ysing his notation/ two central places which produce 
goods having market sizes 2, 6, 20 and 1, 2, 3, 5, 12 
may be similar in size. The economic output for each 
good with a different market size may be quite different, 
except those of the good with the market size 2; which 
is commonly produced in both centres.

Lbsch's methodology of analysis and empirical 
examination (unlike Christaller's) began from below - 
the smallest economic unit. Using similar assumptions 
to those of Christaller he plotted the simplest landscape 
that is mainly agricultural; and hypothesized that this 
lowest order network, (and all the higher orders) would 
be having hexagonal trade areas. If there is a 
homogeneous plain with equal distribution of population - 
hence equal consumer density per unit area; if consumers 
are assumed to have equal incomes, tastes and preferences; 
their product homogeneous, and the production costs at 
the plants (central places) are equal; they achieve a 
spatial equilibrium when their trade areas are hexagonal 
in shape - for similar reasons to those advanced by 
Christaller. i.e. the entire space has to be served 
efficiently and effectively.^

Losch hypothesized that as a result of specialization 
0ver time, and economies of scale, some of the smallest 
farmers find that they can produce some goods more 
efficiently than others. Eventually they opt to produce 
i-hose goods that are not agricultural so that
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specialization develops over space - where farmers devote 

their time on farming while they depend on other members 

of the population for haircuts, beer, arts and crafts, 

etc. Each of these specialized services locates itself 

so that it acquires a spatial monopoly from other 

identical services. For similar reasons, hexagonal 

trade areas for these services tend to develop over 

time. Different activities but of the same order tend 

to cluster in one central place. Agglomeration economies 

operate in some of these centres including higher 

order services into them. This, and similar tendencies, 

build up a hierarchy of central places from the smallest
m m m  w

to the highest. As we saw earlier, identical orders 

of central places need not necessarily have the same 

order of services. This may, however, be the tendency.

Losch - Christaller Central Place System:
A Comparison of Approaches.

The Central Place Theory as it stands today 

owes its existence and rigour to both theorists.

Researchers take the model built as a very good 

discriptive approximation of what may be expected to 

happen in reality. One major criticism is that it is 

static, essentially descriptive, and does not necessarily 

ref lect the dynamic reality. ̂  In addition it is not 

Predictive. No economic variables or parameters such 

technology, human and other resource variations ar 

deluded in the model. Therefore, one cannot formulate 

an economic policy or a forecast on the basis of the



Central Place model; because it does not explain what may 

happen over time. For example, when L.6 sch tested the model 

in early 1940's around Iowa, U.S.A., it seemed that the 

model had some resemblance to the spatial distribution 

and hierarchical arrangements of central places. Improved 

communication technology of the second half of the 

Twentieth Century has brought out changes in individual 

central place arrangements; so that there is now 

efficient accessibility between central places of all 

orders. New York can offer the people of Iowa some of 

the lower order of goods that was not anticipated in the 

late 1930s. One can conclude that whereas there is some 

hierarchical arrangement and relationship between central 

places, the situation has changed. Therefore, this 

simply descriptive, static model cannot explain what the 

direction of change is or has been. This way, both models 

share the blame in the aspect concerned with what may be 

termed as overgeneralizations.

Christaller and Ltfsch built their models from 

different resolution levels. Christaller began with 

the highest order, down to the lowest order; and Losch 

worked in the opposite direction. This is largely due 

to their methodology. Christaller's was basically 

emPirical and depended on what was actually happening 

in s°uthern Germany. On the other hand, the L'6schian 

ndscape was developed with greater economic rigour 

PerhaPs because of his training as an economist. To 

L6sch, the smallest firm was as effective as the largest

-  366 -
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metropolis in serving as vital links to the nesting 

system of central places. When he got to the individual 

firm, the trade area was carved with neo-classical 

economic region. The economic rationalization of the 

smallest central place seemed to give a rationale for 

all the orders of the cities. Thus, Losch's 

formulation is less rigid than Christaller’s. It 

consists of a more continuous distribution of central 

places. It approaches reality in that central places 

of the same size used not necessarily perform the same 

functions. Larger cities, like in actual life, do not 

necessarily take on all those functions found in
35 i

Isard*s Modifications
if -■ J ■’ l!

3 6Walter Isard criticized equal area patterns 

of hexagons proposed by Christaller and Losch. He 

asserted that regular hexagons are unlikely to occur 

in practice because of urbanization economies, 

agglomeration economies and economies of urban 

concentration. Those economies are manifested in 

savings in production costs obtained by activities 

when they cluster around certain points. They include 

access to larger markets, other urban commercial 
facilities^and infrastructure. Isard therefore said 

that nearest the areas of maximum economies of this 

the trade areas of central places of all kinds 

Sre likely to be smaller hexagons than farther away 

from these concentrations. Hexagons then would be
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modifie<̂ to accommodate the spatial layout where their 

size decreases as one approaches the larger metropolises. 

See figure 8-12. According to him the regular hexagon is 

a pure concept for geographers and regional scientists, 

just like the perfect market is a pure concept for

economists.

npvPlopments of the Central Place Model

Following Losch and Christaller many empirical 

studies have been done to try to see whether the model 

can be applicable to real life situations. One of these 

was done by LtSsch himself in Iowa; when he found close 

relationship between the hypothetical propositions of 

his model, and those found in the city arrangements
37within the State of Iowa and upper mid-western U.S.A. 

Similar empirical relationship was found by various 

scholars - notably by John Bochert and his team from the 

University of Minnesota. The purpose of Bochert s 

ivestigation was to provide some guidance to the planning 

°f development activities involving cities and town in 

this area. No attempt was made to project growth, or 

recommend development policies for any specific urban 

Place. But, as a basis for any subsequent efforts with 

similar local applications, the study developed some 
interesting and useful findings regarding characteristics 

and growth tendencies of central places; corresponding 

C°nceptually to the "orders" of the theoretical

Loschian-christalleran central place hierarchy.
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M High Order 
Central Place

... Hign Order Tributary 
Area

% Medium Order Low Order Tributary
Central Place Area

• Low Order 
Central Place

Arterial Highway

f i g ur e 8-12: Spat ia l arrangement of
Urtan tributary areas as a ffec ted  by 19 tes 
order central places and transportatio 
(SOURCE: Ray M. Northham Urban Geography New
York/ John Wiley, p.137.)



Bochert and his team first listed the retail

and wholesale activities; and arranged the urban places 

containing them according to the smallest size of the 

town in which each group of retail activities is 

contained. rigure 8-13 shows this grouping, 

and the way in which it was applied to classify

individual trade centres. Thus, in order to rank as a

"minimum convenience" centre, a central place had to

have all of the six activities shown; and at least two

of the next four; garage, motor-car, implement, dealer,

variety store, meat, fish, fruit, and general

merchandise. To qualify for the highest rank, a

trade centre had to have every one of the activities

listed. The category of "hamlets" was added as the

lowest order of trading centre. In general, the 'hamlets

contained a petrol station, and an eating place, but
38had no other trading activities located in it.

Altogether, 2 , 2 0 0 trading centres were classified 

into eight different sized categories. The six largest 

centre sizes are identified in figure 8-13, along with 

the major production and service activities found to 

be associated with each size class. The Losch-Christaller 

model assumes that cities belonging to any particular 

Sl2e category engage in all of the economic and trade 

hivities of lesser sized cities, plus a few of 
°Wn rank and order. This assumption seems to be supporte 

by the B°chert mid-western study, as shown in figure 8 14.
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Automotive supplies 
Groceries,bulk o il 
Chemicals, paint, paper 
Dry goods, drugs,apparel 
Electrical goods, lumber 
Hardware, construction 
material industrial,farm  
machinery,plumbing,heating 
Air conditioning,profession 
service equipment, tobacco, 
beer.

Antiques,cameras, flo ris ts  
Children’ s wear, stationery 
Music store.mortuary 
Photostudio,paint, glass 
Plumbing,heating supplies 
Radio T/V store,tyres 
Sporting goods.batteries 
Accessories,hotel,motel 
Womens’ accessories,jewelrv 
.Family shoe store,laundry 
Dry cleaning, farm, garden 
Supplies,lumber,building 
Materials

Garage,auto,implement deale 
Variety store,meat,fish,rru 
General merchandise 
Gasoline service station 
TCrocery,drug store,bank, 
Hardware store 
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f i g u r e 8-13: A classification of retai
and wholesale activities in hierarchical order 
(SOURCE: John R. Bochart, "The Urbanizati 
the Upper Midwest," Upper Mid-Wes^jcon°g-- 

Urban Report No. 2 Minneapolis, Minn.
e ruary, 1963; Figure 4, p.12).
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Empirical studies and applications of this model 

have been made throughout the western world. The model 

lays emphasis on retail trading and distribution of 

service activities. Accordingly it can be applied with 

the best results in flat lying agricultural regions, 

where such retail and service activites prevail over 

the dislocations that the uneven distribution of 

resources (mines, quarries, etc) and topographic 

features may cause. An example of such a study 

which appears in the literature is shown in figure 8-15 ;

which shows trade centres in south western Wisconsin,
39U.S.A. and available in each trade centre. Orders ofduu*«***%’ - • m-

trade centres

A number of recent studies have applied the 

model to the internal structure of business activities 

within a city. Any given city is viewed as having a 

large centra] business core - analogous to the central 

place of the greatest hierarchy in Losch-Christaller 

theory. The core is then surrounded by satellite 

suburbia of a lower order; and each suburb may have 

a network of shopping centres, each with its own large 

cluster of activities. Finally, surrounding each of 

these may be a set of neighbourhoods, each with its own 

convenience facilities or neighbourhood shopping centres 

These shopping centres tend to be the lowest level

trading centres in the business structure of a city.
• 40 A0ne such study has been done in Nairobi by Kimani 

he found evidence of this hierarchical arrangement in

e clearly visible in this diagram.
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CENTRAL SERVICES
Newspaper  C i r c u l a t i o n

R u r a l  ( 5 0 0 ' s )  . .. D , n n i c \
M a i l  d e l i v e r y  ( 1 0 0 ' s ) .  g .  ^ o s p i t a  e 

T e l e p h o n e s  ( 2 0 0 ' s )  A L O  Physicians (1 s)
HSchool E n r o l l m e n t  ( 5 0 s )

Bank A s s e t s  ( $  l m . )
H o t e l  Rooms ( 1 0 ' s )

TRADE CENTRES
1 25

Dentist ( l ' s )  
Veterinarians ( l ' s )  

Lawyers ( l ' s )
C o u n t v  Seat 
50 ' 100 150

• 9  W
T o t a l  Number of Real  U n i t s  in  A g g ro me rat ed Se tt l e m e n t

FIGURE 8-15: Trade Centres in South
Western Wisconsin. (SOURCE: John E. Brush,
"The Hierarchy of Central Places in Sou 
Western Wisconsin," Geographical Review, 
Vol. 43, July, 1953, p.388).
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redimentary form; the size spacing and order of these 

places being determined by the level of demand for goods 

and services, transportation costs (usually measured 

in terms of travel time between various points in the 

city), internal scale economies in retail operations, 

and agglomeration economies of retail outlets for 

various goods. The pattern is not well defined in 

Nairobi due to the Kenya government's constant 

interference with land use through the land 

administrative machinery, and due to the city's colonial. A i
41and racial heritage in the land allocation mechanism.

M *  Central Places' and Regional Growth. «*

Central Places»

We have mentioned how each farmer spread out over 

the iso-tropic space cannot produce everything he needs; 

and how the most successful farmer in providing a 

different good from agricultural commodities specializes, 

and locates himself where he can attract the greatest 

number of customers by minimizing transport costs over 

the plain. This specialized firm forms (along with the 

others located in the most accessible location) a mutually 

interdependent community that tends to thrive because 

of external economies of being near one another. The 

growth of these activities, and the initial first order 

centres is largely aided by these agglomeration economies.
♦
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Agglomeration economies are external economics

of scale arising from the location of many producers 

in the same vicinity; and when these producers benefit 

from one another. For example : some of the producers 

may be providing raw materials or finished products 

that are used in the manufacturing processes of 

neighbouring firms. When a firm produces raw ̂ materials 

or intermediate products that are used in the manufacture 

of finished goods by another firm, economists say that 

these two firms have an industrial linkage and in this 

case forward linkage. Backward linkage occurs when 

finished goods of a firm are used in the manufacture 

process of the other firm.

In addition to being industrially linked together, 

firms located in the same place may join together ‘to 

share common infrastructure, common training facilities, 

common social ammenities, etc. Each time such sharing 

takes place, substantial amounts of money are saved, 

and the firms thus realize external economies of scale 

in their production process.

Once these first order places are spread all over 

space, some unique advantages available in a few of them 

may cause these few to grow faster than all the others 

°f their size. These advantages can be visualized 

when the assumptions of the iso-tropic space and 
homogeneity in resources, density of population and 

effective demand are relaxed. Some of the first order 

Places are therefore more accessible than others,
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have higher densities of population around them, higher 

effective demand, and perhaps more natural resources about 

them than the other towns of the same size. The producers 

of the second order of goods tend to choose these more 

accessible places, so that they can serve wider regions.

In turn, some of these higher orders get their 

advantages from their unique surroundings, and they 

develop faster, attracting third orders of services, 

while all the rest of central places remain as second 

order and first order service centres - and so on up 

the hierarchical orders: until, eventually, one of them 

may grow to be a large metropolis like Nairobi, London, 

or New York. In each of these hierarchical arrangements 

the spacing and ordering of consumer goods is defined 

in a pattern closely relating to what has been found 

out by Christaller-Losch, Bochert and others. Table 8-4 

shows the orders of central places, their respective 

goods of service, and the distances between central 

places of each order. ̂

It must be borne in mind that this is just a rough 

order of goods, services, and spacing. The items listed 

Table 8- 4 are itemised in various patterns in real 

life - despite the fact that the basic pattern is 

discernible. This fact has been aptly pointed out by 

J.0sephine Qlu-Abiodun. 44 She examined the relevant 

Variables that could be taken into account when studying 

Central places in Africa using multi-variate analysis 

echniques. and the actual spatial distribution of
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TABLE 8 

CENTRAL
ORDER

PUCE HIERARCHY SERVICES AND INTER-CENTRE DISTANCES 

ORDER NAME SERVICES

-  4

APPROX.

Market, hamlet, 
village Centre

C a nt ee n ,  Grocery  
shop,  c h u r c h ,  b a r  
p e t r o l  s t a t i o n ,  Garage 
R e s t a u r a n t ,  b a r b e r ,  p r i m a r y
s c h o o l .

7km

Township A l l  the s e r v i c e s  of o r d e r  12km
(Divisional centre) one + Hardware shops,  24km

Post O f f i c e ,  B u i l d i n g  
m a t e r i a l s ,  lumber 
p r o d u c t s ,  c l o t h i n g  shops 
L o c a l  G o vt ,  f a c i l i t y ,
F u r n i t u r e ,  S o c i a l  h a l l ,
Shoe r e p a i r ,  Secondary 
Sch o o l

3. County Se a t  
( D i s t r i c t  C e n t r e )

Teacher
T r a i n i n g  C o l l e g e
- j u n i o r  c o l l e g e  
- H i g h e r  s c h o o l  

Cert .

A l l  the lower o r d e r s ,  
and a l s o  Be auty ,  Banks,  
I n s u r a n c e ,  Drug s to r e  
( C h e m i s t )  s p e c i a l i z e d  
auto ~ r e p a i r ,  L a u n d r y ,  
L a w y e r ,  D o c t o r ,  New auto  
sales, used auto s a l e s ,  
m o v ie s ,  p l um ber s,  Auto 
a c c e s s o r i e s ,  V e t e r i n a r i a n ,  
Radio s e r v i c e s ,  m o t e l ,  
p h o t o g r a p h e r s ,  Music 
and a ut o  sales

36km
64km

Small  s t a t e
C a p i t a l

(P ro vi n ci a l  C e n t r e )  
M u n i c i p a l i t y

Large M u n i c i 
p a l i t y

p r o v in c ia l  head c i t y  
U .S . )  3

TV s e r v i c e s ,  Bakery ,  
p r i n t i n g  s e r v i c e s ,  s o f t  
d r i n k  f a c t o r i e s ,
A g r i c u l t u r a l  p r o c e s s i n g  
f a c t o r i e s ,  s p o r t i n g  goods,  
r e f r i g e r a t o r  s a l e s ,  T o u r i s t  
h o t e l s ,
P r o v i n c i a l  c a p i t a l  
E l e c t r i c a l  r e p a i r s ,  D a i r y  
p r o d u c t s ,  Indoo r  amusements, 
o i l  f u e l  b u lk  s t a t i o n ,
G r a i n  depot.

A l l  the lower o r d e r  s e r v i c e s  
and Heavy i n d u s t r y ,  Real  
E s t a t e ,  Large banks,
R e g i o n a l  D i s t r i b u t o r s  of 
manufactured commodities -  
l a r g e  wh olesale  sh ops ,  e t c . ,  
Newspapers ,  p h y s i c a l  p l a n n i n g  
c o n s u l t a n t s ,  Ra i l w a y d e p o t ,  
P o r t .

108km

322km

INTER-CENTRE
DISTANCES

4. 35m

7. 45m 
15m

2 2 . 36m
40m

38.50

67.07

200m
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order order n a m e  services APPROX, inter-centre

DISTANCES

 ̂ City Regional Commercial Centres 185km 115m
Survey equipment, Large
electron ic Equipment - 805km. 500m
modulators, transmitters,
etc : and services for these
equipment, University
Consultants o f a ll  types,
Insect eradicators,
Banks and Insurance 
headquarters

This is just a rough order o f the goods and services. They are intermixed 
in various patterns in real l i f e ,  but the basic pattern exists, where 
the goods and services requiring large regions for their economical 
production the found in higher order central places.

Josephine Olu Obiodun
"Urban Hierarchy in a Developing Country"
Economic Geography Vol. 43 No. 4, 1967 pp 347-367
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central places around Abeokuta, Eastern Nigeria, She 

came to a conclusion that the services considered as 

"basic" first order services in the socio-economic 

millieu of the western countries have very high 

significance in the subsistence socio-economic 

environments of Africa. The order of services is so 

reversed that an African town having such a "basic" 

service as a post office may be a very high ranking 

central place. This is because in the African 

socio-economic circumstances a telephone or a post 

office is not so much of a necessity as it is in the 

western world - it is in fact a luxury? and has a very
_  _______high threshold. Her basic message is that a regional

analyst in Africa should not be duped by appearances 

of the variables as they are found in western models 

and textbooks, but should examine each central place 

on its own merit; taking everything into account, before 

placing the central place in its appropriate rank.

Regional Growth-,

It will be remembered that in regional analysis 

circles a reqion is as large as the context of the study 

requires. it can vary from a small village to a large 

sub-continent — depending on the range and the types 

°f questions under investigation. Thus, each of 

the central places, immediately it attains some spatial 

dimension, becomes a small region with its own little 
economy. in addition, its threshold area, or tributary 

area is a part of the central place's economic sphere.



Both the central places and their complementary regions

function organically, complementing one another in 

economic activities. No region can grow without its 

population. It follows, therefore, that each 

activity within each region is carried out by its 

population. As a region grows, it attracts higher 

order of activities, and the population to carry out 

these activities. Such level of population and effective 

demand also attracts other population to support 

that other population carrying -;Out productive activities, 

and so on. Thus, as long as the region under 

investigation can be clearly delineated, it can be 

regarded as an economy which can be studied . using 

modern econometric techniques.
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These econometric methods utilize the Keynesian 

and neo-Keynesian approaches to investigate the impact

of new regional activities on the regional economies

under investigation. In a similar fashion the impact
45of exit of regional activities can be analyzed.

In these models, the basic equation for determining

the level of regional income is as follows:

Y = C  + I + G +  X - Im m
where Y = Regional income

C = Local consumption in a region 
I = endogenous investment within a region
G = Local and Central Government investment 

in a region
X — Im m = Net exports of a region 46
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Increase in regional disposable income affects personal 

consumption C by creating more effective demand within 

a region. Increased effective demand will cause people 

to purchase all goods and services being manufactured 

or produced in the region. Increased purchasing causes 

a depletion of the inventories of manufacturers within 

the region, causing new investment to increase 

production. New investment generally induces new 

employment within a region; and causes the regional 

output to increase through the multiplier. This 

enhances effective demand, consumption, etc. causing 

economic growth and development within the region

The on-coming of a new industry in the region 

through, perhaps, discovery of new natural resources 

will create additional employment in a region. This 

increases the regional income Y through the operation 

of the multiplier. In the same way, increase in 

either local government or central government expenditure 

G within the region will create some employment. The 

newly employed personnel will spend their income on 

consumer goods; causing manufacturers to invest more 

in consumer industries, and thus creating some increase 

in the regional output through a multiplier operating 

ln the regional economy.



In regional economies, however, increase in net
•« *

exports is perhaps the greatest stimulus to regional 

growth. It causes regional economic development and 

growth to gather pace, if the level of employment of 

local resources in the region is below full employment. 

Even if the resources are fully employed, some increase 

in external demand for goods and services create a 

scarcity of the subject goods. This causes the price 

of these goods to increase both within and outside 

the region; inducing producers within the region to 

intensify production efforts; and to produce more of 

these goods for both sale and export.

In this case regional resources are diverted to

produce the goods in high demand. Factors of production
•*!tiffe'

are offered high payments as their demand for producing 

the consumer goods rises. This way, most labour 

that is non-specific gets attracted by high wages to 

produce the kind of goods in highest demand. Assuming 

there is no more labour indigenous to the region, and 

that the high level of demand for export persists, so 

much labour will have been drawn in the production 

°f these newly demanded export commodities that 

Production for local consumption will drop. This causes 

scarcity of consumer goods and local services, and 

a general rise in prices within the region.

The rise in price causes all producers to 

increase factor payments, including labour - hence 
a rise in wages. This begins with an increase in the
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wages for labour that produces local consumer goods 

and services; until such an increase in the wages 

overtakes the increase that was originally experienced 

in the export good sector. This way, the wage level 

in the subject region rises above that of the other 

surrounding regions. This tends to cause an influx 

of labour from the surrounding regions into the subject 

region to fill the job vacancies in the regions industries.

This influx of people into the region causes 

some population growth by way of immigration; and in 

effect brings into the region hgiher spending power - 

effective demand. The immigrants will want consumer

goods. This will cause an increase in the demand for 

consumer goods; causing increased investment I in 

consumer good industries - thus creating more employment; 

and causing the region!1 s output to increase through 

the multiplier. Influx of labour into this region 

usually continues, until the wage rates in the region 

equals that of the neighbouring regions. Before it 

does this, employment in the region will have increased; 

investment in both consumer goods for export and local 

consumption will have increased; and the region will have ^ 
experienced economic growth and development. This 

growth r occurs also because influx of other factors 

of production takes place in the region in a similar 

fashion to labour; responding to higher demand, and 
higher factor prices. Overall investment causes growth 

regional employment, 'regional output and income Y.
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The phenomenon explained above can be illustrated

graphically by figure 8-16 (A) , (B) , (c) , and (D) . in

the diagram (A) demand for export increases from

D to D~, causing an increase in the price of exports

from P1 to P2* Diagram B is the Production Possibilities

curve of labour, resources and other factors of production

which are used to produce for two alternative markets -

for export and local consumption. Increase in demand,

and therefore prices for exports causes all resources

to be diverted into export production from the

production of locally consumed goods. The Isocost

of resources allocation I-I changes to B-B; with a

corresponding increase of available labour and

resources for export from L to L*. Labour for local

services declines from to L̂ . Diagram (C) shows

a decline of domestic consumer goods through the shift

of the supply curve from S-S to S'-S'; since such

consumer goods are not produced as much as before.

The shift in supply leftwards causes the price of

domestic goods and services to increase from to P2*

Alongside this increase there is an increase in wages at

Diagram (D) from W to W, ; since this increase in price willo 1
cause producers of local goods to attract labour in this 

sector through a rise in wages. Wages will continue 

increasing until the wage level equals that of the 
labour employed for exports; which had increased due to 

increases in external demand of the export goods from
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FIGURE 8-16: A regional growth model
showing the effect of changes in export demand 
on changes in wages and price levels in a region.



387

Dx to D2.
If this new wage level W 1 is high enough to

induce mobility of labour and resources from other

regions into the subject region, then economic growth

will occur via the multiplier through: (a) the growth

of the labour force and therefore effective demand

causing a change in the level of consumption C;

(b) more intensive use of the region's resources

through additional investment. If high wages in the

region induces resources from other regions the

investment variable may change I , causing growth

through the multiplier. Continued increase in

demand for export (X - I ) causes a steady economicm m
growth and development in the region this way. 

Measurement and prediction of the growth is possible 

through the estimate of the regional multipliers, taking

into account all the relevant factors like the marginal
. 47propersity to consume, invest, save, taxation, etc.

Regional Input-Output Analysis

This is one of the methods of studying a regional 

economy by analysing the flow of goods and services over 

time. The logic or rationale behind the method is very 

rouch influenced by Keynesian and Neo-Keynesian methods 

analyzing national and regional economies similar 

to the one above. The method has also got some 

relationship with the economic base theory. It
Uses some mathematical techniques developed by Wassily W
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Leontief47 immediately after the Second World War. The

technique has later been applied to Regional analysis
48by C.M. Tiebout. It uses the framework of regional 

accounts in describing the transactions between the 

region and the outside world. The Keynesian concept 

of multiplier is used tojcalculate and to analyze the 

impacts of the entry of new activities into, or the exit 

of the existing activities from a region. This way 

these impacts can be estimated more rigorously; and 

(given adequacy of data) to a high degree of accuracy.

The population employed in each industry or

each productive activity is first recorded; also the

income earned by this population. Any new activity is

analyzed on the basis of the new population it is likely

to employ within the region, and the amount of money

such population is likely to gain as a result of taking

part in a new productive activity is calculated. After

all the factors regarding these income/population growth

astimates have been taken into account, a regional

multiplier is used on the additional income to arrive

at the change in regional output (Parallel to Net

National/Gross National Product analysis). This change

can tnen be added to the existing level to arrive at the
49new level of regional output.

If growth can be measured in terms of new 

activities entering a region and a gain in their income, 

decline of a region is measured in terms of the 

Activities leaving a region and a loss in income
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resulting from their discontinuing activity in a 

region. The reverse calculation takes place where 

the amount of the decline in regional output can also 

be calculated, and a new lower level of income 

resulting from the exit of an activity can be found. 

Analogous to the neo Keynesian output analysis 

regional export multipliers can be used to calculate 

the contribution of increased demand for export goods

(and increased production of such goods) to the growth
- • 50of a region.

Economic Base Theory

This is one of the many existing approaches of

explaining the cause of regional growth first put 

forward,>by Hommer Hoyt, and later elaborated by John

Meyander. The basic idea is that some services within

a region (which could be an urban area, a countryside, 

district, etc.) are regarded as basic services. This 

means that the growth of these services stimulates

regional growth. , They are the causes of regional 

growth. in addition, there are other activities within 

the region called non basic services. These exist as

consequences of the overall regional growth and 

development whose :wmotor" is "powered" by basic

services. ̂
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Basic activities have been identified as those

that are involved in the production of goods that are 

in demand outside the region. They therefore comprise 

of all those activities specializing in producing 

goods for export. These export activities earn the 

external money (analogous to the foreign exchange in 

a national context) for the region. In keeping with 

the Keynesian and neo-Keynesian analysis it is clear 

to see that additional "foreign exchange"; or change 

in nett exports causes a growth in the economy in a 

similar fashion to that described above. This happens 

through the operation of the export multiplier in the

economy.

Non basic activities, on the other hand are those 

that sustain the population of the region while some 

fraction of it is involved in producing goods for export. 

To use a simple analogy of an individual family we can 

see that while some members of the family are involved 

in earning a living for the family, some other members 

have to be left at home doing such essential services 

like washing clothes, cooking food, etc. (sometimes 

the same members of the family do all these things, 
but we shall see presently that it really does not matter) 

Those people that earn a livelihood for the family can 

in this example be said to be employed in_ b^sic 
activities. The cooks and the washers are employed 

inAbasic activities. In a similar manner, those who 

earn the income for the region from outside the region
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are involved in basic activities, and those that earn 

their livelihood by providing those services in demand 

within the region are said to be employed in non-basic

activities.

In order to enumerate the number of participants in 

each activity, a census of activities is taken within 

the region. A number of employees in each productive and 

service activity is made; where every service is categoriz 

under the two headings, basic or non basic. In doing 

this most activities taking part in a region will be 

found to produce goods both for export and for domestic 

consumption within a region. It is ̂ therefore 

to obtain a clear-cut list of those services and 

productive activities that are basic and those that are 

non basic. This is why in the family example given the 

same family members can be involved in both the basic 

and non-basic activities.

*jyThis difficulty is overcome by taking^count of 

all the goods in each factory, productive activity, or 

services that are exported, and those that are consumed 

within a region. For example, we can take the Municipalit 

of Thika (Kenya) as our subject region; and one of the 

industries within it as one of the many industries 
undergoing this kind of statistical investigation within 

Thika. Say a shoe-polish manufacturing factory. The 

investigator will then have to obtain data on how much 
shoe polish is sold in wholesale outlets within Thika; 

and how much of it is sold outside into Nairobi, and
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other neighbouring regions. Along with these, the 

investigator would obtain the number of employees in 

the factory. Since they produce the same item 

(shoe polish) whether for export or for consumption o 

within Thika without any discrimination, their 

proportion involved in producing "basic" and"non basic" 

shoe polish can only be determined through the surrogate 

of the product. The enumerator would then have to obtain 

the ratio of the exported and the domestically 

produced product. He would then use the same ratio 

to apportion the population. For the shoe polish 

manufacturing firm he would obtain the population employed 

in "basic activities" ancl that employed inTnon^basic 

activities. He would give the required numbers in 

appropriate columns of his statistical take. , The same 

process would be repeated throughout the city for all 

industries and activities. This would eventually give 

the total populations under each category of activity.

Having done this the enumerator is required by

the methodology to compare the basic population and 

the non basic population. He would come out with a 

basic -.-non basic ration as follows:

1 • Assume a tovn of 15,000 inhabitants 
Total population

Population employed in Basic Activities
Population employed in non basic

Activities

15.000
10.000

5,000
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• 2. Treat the basic population as l.Q^ 
so in this case the non basic

population becomes 5,000
x 1.0 = 0.5

10,000
3. Obtain the Basic/Non-basic (B/N) ratio

B/N Ratio
0.5

= 2.0

In this rfeidimentary form, the statistic tells us 

very little - namely that production in an urban area 

is either export oriented, or domestic - consumption 

oriented. One can, however, deduce that the more a 

region produces for export, the greater the rate of growth 

So high B/N ratios indicate very fast rates of growth 

through export and domestic multipliers as explained 

above, while low B/N ratios indicate slow growth rates 

Small urban centres with rapid rates of growth have been 

known to have very high B/N ratios - higher than 1.0; 

while large metropolises and urban areas have low B/N 
ratios, lower than 1.0. Table 8-6 shows some calculation 

done by Alexander in the U.S.A. for these ratios in 

different towns.
There are many more methods used in measuring regional 

growth and regional activities but cannot be adequately 

treated at this elementary level and in this volume.
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TABLE 8-5. BASIC/NONBASIC RATIOS FOR 
SELECTED CITIES OF THE UNITED STATES

Population 
(at Time

City of Study) B/N Ratio

New York, N.Y. 12,500,000 1.0/2.2 - © - 4-S

Detroit, Michigan 2,900,000 1.0/1.2 O'**

Cincinnati, Ohio 907,000 1.0/1.7

Brockton, Mass. 119,000 1.0/1.8 o-£b

Albuquerque, N.M. 116,000 1.0/1.0 )- 0

Madison, Wisconsin 110,000 1.0/1.8 O

Oshkosh, Wisconsin 42,000 1.0/0.6 (ft fc*

SOURCE: John W. Alexander, Economic Geography, 
Vol. XXX, No.3 (July, 1954).
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CHAPTER NINE

DISTRIBUTION OF ECONOMIC ACTIVITIES 

OVER THE URBAN SPACE

Introduction
We have seen how growth of a region - whether 

nodal or homogeneous - is stimulated by economic 

activities within a region, especially those of a 

basic nature. In urban areas, the process of growth 

is manifested through-the development of superior 

infrastructure. This becomes necessary as more and 

more economic activities are attracted into the urban 

area by the economies of scale available within it, 

and the size of the complementary area that the urban 

area serves - i.e. the level of effective demand 

within an urban region. The economies of scale 

mostly available in an urban area are agglomeration 

economies and economies of urbanization. In this 

case, each utility benefits from one another, and 

from the infrastructure available in the urban area.

All those activities whose production 

efficiency depends on the central place location 

tend to locate in urban areas. This is because, as 

we have seen earlier on, most urban areas tend to 

nucleate in positions of spatial acce,&sj-.̂ ili_ty_.in 

relation to the general region. The ranking of the 

urban area, we have seen, depends on its accessibility 

relaLive to those of other central places in the area. 

In this connection, there is tendency for levels of
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economic activities in each urban area to be positively 

correlated to the rank of the city. This implies that 

land values in each urban area of the region will vary 

in relation to this economic activity, and the relative 

level of demand and supply of space in each urban 

area. Each urban area of whatever rank can therefore 

be considered as having its own land value structure, 

with a land value peak different from all the other 

central places in the.region. This structure is 
manifested through land value gradients from the urban 

core as examined in chapter four.

Thus P'the concept of the highest and best use
f\

of land, the Von Thunen and Ricardian models of rent 

are useful in analyzing the structure of land values 

and land rents in each urban area. This implies that

following these principles urban land uses are 

theoretically arranged in some form around che centre 

of each city; and that the cause for such an 

arrangement is mainly economic forces that tend to 

allocate each parcel of land to the highest and best 

use over time.
It must be mentioned that the central place 

theory as discussed in chapter eight; and all the 

methods of urban and regional analysis have verj, 

little use in predicting the relative levels of the 

highest land values at urban cores of all central 

Places within the region. The ranking of cities and
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urban regional analysis methods only give clues (at 

least at an ordinal level) of the relative levels 

of economic activities in central places within the 

region. Land value levels within each urban area 

are determined by the particular economic forces 

operating within each urban area. In a similar way, 

we could conclude that spatial arrangement of 

activities within each central place depends largely 

on these forces; and on the aggregate social tastes 

and preferences of each urban community as reflected 

through the local governmental actions and legislation 

in each urban government.1
mhocp ĉ r-iAi— a_nd economic forces are the ones that 

are responsible for shaping the land use mosaic in 

each city; or what goegraphers call City Structure. 

Studies in American and Western European cities have 

revealed that the land use relationships in urban area 

tends to be similar in all cities. Cities tend to 

exhibit structures that are somewhat identical in the 

sense that they are divided into zones of similar 
economic activities. The relationship of economic 

activities and its spatial distribution usually takes 

the form of easily distinguished areas, having common 

functions, depending on their distance from the city 
centre. The characteristics of land uses in these zone: 

are outlined in the sections that follow.
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Nature of Land Use in Urban Areas.

(a) The Central Business District*

This is usually found at the centres of urban 

areas, and surrounds the place where initial 

nucleation of the city took place. Urban nucleation 

takes place in the most J&cessible places within the

complementary region, so that the urban economic 

activities locating in this area can minimize the

costs of transportation; or so that they can maximize/
sales or profits as a result of attracting many 

customers from the complementary region. These 

customers are attracted to urban areas because they 

minimize transportation costs. The existence of a 

central place in some location implies that over time 

the people in the region have found that particular 

location to be the most convenient for their activity 

than any other location. It follows therefore that 

all the commercial activities that depend on maximum 

accessibility for their survival will want to locate 

in this most accessible area. This creates 

competition for location, reflected in spiralling 

land values as more and more economic activities are 

attracted to this location.. The uses that derive 

the greatest economic benefit from locating in this 

area push all the "inferior" uses out. This means 

that in most Central Business Districts (CBD) are 
found the greatest concentrations of commercial f i rm s
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like banks, financial establishments, business 

offices, retail stores, etc.

The acute competition among these firms to 

locate here means that very high land values will 

result. This means that whichever firm decides to 

locate nere must maximize its space use by using the 

land available to it most intensively. In most 

central business districts therefore land is 

utilized intensively through the construction of 

multi-storey buildings. Consequently, in most 

central places (urban areas) the most striking 

physical characteristic of the city centres (around 

where central business districts lie) is taller 

buildings than in all the other parts of the urban 

region. One of the rough visual methods of 

delimiting the central business districts is to 

examine the area occupied by the tallest buildings in 

any urban place.
Following from the foregoing discussion, the 

CBD can be delimited visually by examining the nature 

of activities in any urban area. It is the commercial 

area of any town. Land use is usually dominated by 

retail, office use and other commercial use. Some 

residential land use may occur at high levels; on top 

of office space, but such use is not dominant. This 

area also houses some hotels, restaurants; eating 

Places, etc., that serve the daily population that
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comes to work in the urban area, and any visiting 
executives and businessmen who may surjourn in the 
town temporarily on commercial or governmental missions 

The high concentration of business activities 

means that the central business district tf̂ BD) is likely 

to be a busy area, cris-crossed by thousands of 

pedestrians and motorists every day; as they go about 

in their shopping, business and other missions. In 

the modern age of individualized transport (the motor
tcar) people tend to drive their vehicles to the 

nearest place next to where they undertake their 

business transactions. This brings about the demand 

for thousands of car parking spaces which tend to 

occupy much of the urban space that is unoccupied by

either roads or buildings in the CBD. As an urban 

area grows, the volume of traffic becomes so much 

that parking space is never adequate for all motorists. 

Due to the scarcity of such space, it becomes 

economical for the municipal authorities (under wh^ce 

jurisdiction any particular urban area is) to charge 

the motorists for parking; in order to avoid misuse 

of this rare space; and at the same time to collect 

some revenue. Thus, the parking metre has been 

invented to meet this purpose. The area where tht 

the level of demand for parking space is so high, and 

the supply of such parking space is so low that the

Motorists are willing to rent the available space for
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as long as they require it (during their business 

activity) is therefore the identical to the area 

with the tallest buildings. It is the CBD. The CBD 

is therefore visually delimited as that area served 

by parking metres. Urban analysts agree that the 

outer limit of parking metres from the urban core is 

also roughly co-incidental with the boundary of the 

CBD. 2

In East African cities the CBDs are areas

of the highest development activities. This reflects

the influence of city planning techniques over urban

spaces of relatively young metropolises. Most CBDs

in East Africa owe their existence not so much

economic forces as to legal and zoning regulations
3and governmental action over time. For example in

any East African urban area, even before any buildings 

go up, the physical planners and land administrators
4

already know where the CBD is likely to be. In those 

areas*where the planners expect fast urban growth 

CBDs are made deliberately spacious. This means 

that in most East African towns.there are likely to 

bs many empty spaces in areas which have been 

officially demarcated as CBDs. Any new commercial 

Activity coming into an urban area is likely to be 

directed by the planning authorities to locate in 

the CBD. At the time of writing urban areas in East 

Africa, especially Kenya are experiencing very nigh
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levels of construction activities, most of which are 

centred in CBDsihence the peculiar characteristic, 

that the CBD is the area of the highest development 

activities. Nairobi CBD for example, in 1980-1981 

had more than ten multi-storey office complexes 

under construction.

In Western Europe and the Artiericas most of 

the land in the CBD has been developed. In recent 

times the central business districts are experiencing 

exit of urban activities because of the influence of 

the motor car. The development of suburbs and their 

shopping centres, and the tendency to have the CBD 

functions decentralized due to easier transportation; 

together with the peculiar racial and economic 

stratifications of western societies are making most 

activities flee the CBDs. In contrast to East 

Africa, the CBDs are congested; and some areas are 

seriously in need re-development. The density of 

population working and living in western CBDs has 

tended to decline in recent decades. The land values 

and levels of economic activity have flattened out; 

and in some cases even fallen. Due to the extensive 

fragmentation of local governments, the CBDs and 

their immediate vicinities - the whole areas being 

known as "central cities" - are run by separate 

municipal corporations from those of the suburbs.

J-hese central cit.y corporations are running into
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financial difficulties due to the erosion of their 
♦ax base by the exodus of the well to do from the 

central cities, The exodus has tended to leave only 

the poor minorities in central cities, whose tax 

paying ability is not as much as that of the middle 

class.5
(b) The Transportation Zone.

This is the zone usually occupied by 

transportation terminii; e.g., the railway terminus, 

the railway marshalling yards; the parking facilities 

for large trucks and lorries; etc., These areas lie 

in close proximity to the CBD, but are not parts of 

:t* In most cities the visual characteristics of 

tnese zones is the physical layout of transportation 

» infrastructure - such as numerous railway sidings 

forming the marshalling yards, a concentration of 

u0wns and storage facilities; large handling 

Jollities like cranes, conveyor belts, oil tanks, 

rages, parking costs for trucks and lorries, repair 

°Ps and engineering works. During the hey-day of
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recognizable in various areas of the urban space -
4

but these could be regarded as the de-centralized 

parts of the former homogeneous transportation

sector.

Nairobi has a definite transportation sector 

to the east of Haile-Selassie Avenue, where most 

land use activities are devoted to transportation 

and cargo handling. Despite this, some areas of 

the city - just outside the CBDs - are temporarily 

occupied by lorries and trucks. Others have a 

network of railway trunk-lines and sidings. Some 

areas of Kirinyaga/Kijabe street (former Grogan 

road) and Ngara road fall into this category see 

Figure 9-1. In Mombasa, lying by the sea-side, 

is a large transportation sector dominated by the 

Kilindini harbour and the old port. The whole 

area adjacent to Kilindini harbour has typical 

characteristics of the transportation zone. The 

same applies to Kisumu, Nakuru, Thika, NanyuKi 

and other railway served urban areas. Sometimes, 

this transportation zone merges into the industrial 

area in most of these towns. In all cases the 

area is occupied by light industrial activities 

and warehousing.
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FIGURE 9-1. The Functional Structure of
Nairobi's C.B.D.
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(c) The Zone of Transition.

This zone surrounds the Central Business District 

It is called Zone of Transition because its physical 

characteristics tend to be transitional between high 

density residential areas and the CBD. There is also 

some element of transition between the industrial area 

and the CBD. It is usually characterized by multi

storey buildings in poor run-down conditions. This 

area, perhaps thriving part of the CBD in earlier 

times of urban growth, displays signs of being 

invaded by light manufacturing and warehousing 

activities. The formerly fashionable offices and 

flats on top of the former multi-storey buildings 

(that had ground floor occupied by shopping space) 

have been sub-divided into dwellings for the people, 

in the lower income brackets. These formerly 

fashionable blocks of flats have been reduced to 
tenements by being temporarily partitioned into small 

dwellings. These balkanijsgd residential spaces are 

occupied by the poor who cannot afford to rent unified 

residential units. The former shopping space on the 

ground floors of these buildings has been occupied 

by light industry, laundries, dairies, garages, and 

warehouses. Generally industry is in the nature of 

simple processing and packaging. In some cases this 

space is used for wholesale activities. Nairobi s 

Duruma road, Kirinyaga road and some parts of Ngara
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road falls into this classification.

(d) Low Income Housing and Small Factories Zone.

This zone is visually recognized through the 

numerous high-rise blocks of flats; with cheap rents 

per unit dwelling, but a high overall return per 

hectare of housing. This is because many units can 

be accommodated per hectare of land by substituting 

capital, materials and labour for the expensive land 

near the CBD. The residents - usually low and 

medium income workers - are usually within easy 

reach of their working areas in the CBD. Within this 

locality there may be light industrial activities 

such as warehouses, simple assembly and processing 

firms. This zone forms a large residential sector 

of Nairobi's Eastlands beginning at Muthurwa, and 

ending around Dandora.

(e) The Industrial Zone.

Contains many heavy industries; and the main 

economic activity is manufacturing e.g., Nairobi's 

Industrial Area.

(f) High Class Residential Zone.

In this zone are found single family dwellings 

occupying individual plots that afford the ammenity 

private grounds for each residential unit. The 

area of plots occupied by a single residential unit 

lncreases the farther away one moves from the inner 
city. This area gradually gives way to the outer
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suburbs of the city with low densities of residential 

development intermixed with agricultural activities - 

market gardening, etc. Nairobi's North Western 

residential sector starting from the National Museum 

takes on these rough physical characteristics. It 

tapers off into residential - Agricultural Zone in 

the neighbourhood of Kiambu, Gigiri and Lower Kabete.

(g) The Commuter Zone.

In most urban areas this forms detached 

residential suburbs and satellite commercial centres. 

Most of these detached suburbs and satellite towns 

have their own miniature characteristics of the 

large city. They usually have their own local 

governments. However, most of their residents work 

in the big city; and commute to their places of work 

daily using the transportation system between the big 

city and these suburbs. Sometimes these areas are 

indistinguishable from the outer fringes of the high 

class residential areas. In Nairobi the outlying 

towns of Kikuyu, Dagoretti, Kiinot, Uthiru, Wangige, 

Kiambu, Ruiru, Athi-river and Kahawa fall in this zone. 

A large fraction of the area between these little 

towns and the cities is undeveloped; or is occupied 

by ribbons of uncontrolled development. This reflects 

the fact that municipal regulation and planning of land 

use has not been rigorously enforced here for a long 

time or is not applicable at all; because most of these
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lie either just within, or just outside the 

municipal boundaries; and have not yet felt the full 

impact of the city expansion. In these areas the 

phenomenon that we called Urban Sprawl in chapter 

six is most noticeable. This is true because the 

land tenure system has not managed to adjust itself 

to, the demand for urban space as dictated by 

economic forces of urban expansion.

Theories of City Structure,
The foregoing discussion on the nature of land 

use in urban area reveals the existence of various 

kinds of specialized areas, which tends to reflect 

the sifting of economic activities in accordance 

with the highest and best use occupying each part of 

the urban area. The zones tend to reflect the 

tendency for human activities to specialize; and 

therefore to locate themselves in clusters. ihis 

would be necessary - if not. for the purposes of 

realizing economies of scale in production - at least 

for the sake of the socially and economically 

stratified socities of the western world. Urban 

geographers social and physical scientists have been 

interested in the factors influencing land use 

Patterns in cities. Many descriptive and caiisal 

theories of city structure have emerged rrom their 

studies. Most of these theories attempt to 
generalize about what causes the land use arrangements
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in the city, and in which areas such land uses may be 

expected to occur. A few generalizations could be 

made from these studies; that there is a marked tendency 

for the intensity of land use to decline the farther 

one goes from the city centre. Residential living 

densities decline with increasing distance from the city 

centre. A systematic relationship exists between the 

location of retail shops, consumer service units and 

spatial distribution of residences; a tendency for the 

structure of land values - themselves largely a result 

of competitive forces - to mould the pattern of urban 

land use and influence spatial distribution of land uses 

within the city considerably. The theoretical causes of 

the arrangements of these land uses have been examined 

in chapter four. We must now refer to three classic 

attempts to describe city layout patterns. These are 

generalizations, partly based on observation; but partly 

reflecting the competitive economic principles outlined 

above; and partly reflecting other principles drawn from 

sociological and human ecological theories.
These classical city structure theories attempt 

to advance ideal patterns, in that they express views 

of how cities have developed under the operation 

of market forces in an institutional environment 

limiting — if not ruling out ~ the intervention 

of city planners.

C

The theories also ignore



415

inter-city differences in the composition of urban 

activities, topographical irregularies, constraints 

imposed by irregularly developed transportation 

networks, and so on.^

The three main models to be outlined are: 

the Concentric Zone theoryf elaborated by E.W.

Burgess ; Ho miner Hoyt's Radial Sector theory; and 

the multiple nuclei concept; developed by C.D. Harris 

and Edward L. Hulman from a suggestion by R.D. 

McKenzie, ' The first two models can be used to 

describe, and possibly predict, changes in the basic 

structure of land use patterns; while the multiple 

nuclei theory was intended as a summary of the total 

urban land use pattern in an average large city at a 

given point in time. However, there is no reason why 

the latter theory should not be made dynamic so that 

it can deal with urban growth and expansion. Another 

important point to note is that the radial sector 

concept was developed mainly to explain urban 

residential patterns - while the other two theories 

refer to the structure of all urban land use. A 

characteristic common to all the three theories, is 
that although they require interdisciplinary analysis 

for a complete explanation, they rely heavily on the 

operation of the economic forces in a market 

environment.8 All of the three were inspired by
of the city structure under^Pirical investigations
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the "market economy" socio-economic systems.

The Concentric Zone Theory.

This is the first major conceptualization of 

urban land use advanced by a sociologist Ernest W. 

Burgess in 1925. According to him, cities could be 

divided into 5 main districts (Figure 9-2) tnat 

follow the pattern of concentric zones surrounding 

the city centre. The lines shown in his diagram 

served the purpose of classification only; and did 

not mean that land use transitions and boundaries 

within any city are in any way abrupt.

When the assumption of unitropism is relaxed 

urban areas have been observed to develop in an 

octopus shape rather than as concentric zones as 

stipulated by Burgess. An off-shoot of the concentric 

zone theory known as axial development hypothesis 

has developed as a result. It states that an urban

area could have its development take place fastest
iftgw q 3 . I

along transportation routes. This reflects 

higher accessibilities along the transportation 

network as stipulated by Von Thunen, when he allowed 

his unitropism to be influenced by cheaper transpo

rtation, like a canal or a river. (This has been 

discussed in detail in chapter 4). Each land use, 

instead of forming a circular ring about the CPD 

would form a "tentacled" zone of homogeneous 

activities; as shown in Figure 9-3.
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FIGURE 9-3. A more realistic land use pattern proposed in the 
Axial Development Hypothesis. (SOURCE: W. Lean & B. Gooda11,
Aspects of Land Economics, 1968).
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The economic interpretation of the concentric 

zone model calls attention to a land value gradient 

from the city centre, and an arrangement of land uses 

reflecting the tendency for the highest bidder land 

allocation mechanism to have the most profitable 

land uses located nearest the most accessible points 

in an urban place. (Chapter 4) .

The Radial Sector Theory

This was advanced by Hommer Hoyt in 1939.

According to him, different income groups in a city 

tend to live in distinct areas. These areas are 

discernible in terms of sectors of a circle around 

the city centre. The sectors, comprises homogeneous 

types of residential neighbourhoods, that tends to grow 

outward towards the urban perip^ery__Jji^theirL respective 

directions. Homogeneity of these sectors is in terms 

of the income groups living in them; and uniformity in 

building standards and plot sizes. H^gh-^rent residential 

neighbourhoods (usually with the most epensive dwellings 

in the subject city; and occupying the largest land 
plots) are instrumental in shaping the land use structure 

within a city. In this city the work places are assumed 

to be the central business area, and an industrial area 

laying directly opposite the high income residential 

neighbourhoods also expanding gradually, as the city
towards the urban periphery in a homogeneous sector of itsgrows,
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own.
The growth of high residential neighbourhood 

proceeds from a given point along established 

transportation routes towards the urban periphery.

The high income, through their high spending ability 

on land, tend to choose the best locations for 

building. Therefore the growth of their residential 

area progresses in the direction of high grounds, free 

from floods and water-logged conditions. The high 

income bracket takes advantage of the panaromic views 

in the urban area such as oceans, beautiful river 

fronts, mountain sides, bays etc.

Land users with lower rent paying ability tend 

to occupy both flanks of the outward growing high 

income residential sector. They immitate the 

architectural style of buildings and ammenities of 

their richer counterparts; but at a cheaper level.

Thus, in this area one may find a small building 

huilt so that it can have similar architectural 

e*ternal and internal features to those of the 

mansions in the high income residential sector.

However, either the materials used in the construction 

these features, or the building area, or the area 

the land occupied by individual buildings may be 

aller. in a similar fashion, the low income 

residential sector tends to develop following the

^  income sector, but on those flanks of the latter

\
\
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that are farthest from the high income residential 

sector. The low income bracket the most unable 

to afford transportation, and therefore will tend to 

be attracted towards the work places. Thus these 

sectors are usually hemmed between the industrial area, 

the CBD and the medium density residential areas.

The outward growth of the sector tends to be slower 

than all the rest (figure 9-4); reflecting the 

inability of this income group to afford acquiring 

new building sites outwards, and to afford travelling 

costs.

Multiple-Nuclei Theory

In 1933, R.D. Mackenzie, in his book Metropolitan

Community11 observed that most major cities have

several centres or "nuclei" rather than one core only;

as suggested by the 1922 Burgess Concentric Zone Theory.

This suggestion was expanded and elaborated in 194 5
12by Chancy D. Horris and Edward L. Hulman ; who are

usually associated with the formulation of the

Popularly known Multiple Nuclei hypothesis.

(Figure 9-5) These two theorifcfe observed that some

nuclei of any city may have started as single centres

small urban areas. These small urban areas may

have fused together to form one city or metropolitan

urea. in this process (over time) other nuclei may

be formed in response to new opportunities and demand
' ' r

°r activities generated by metropolitan growth.
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figure 9-4 The Radial Sector Model of Urban Land 
Use Pattern. (SOURCE: Hommer Hoyt, The Structurejtnd
££owth cf Residential Neighbourhoods, 1939) .
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The existence of such nucieations is explained by 

three major factors:

(a) Some types of activities seek close proximity to
%one another because'interdependence in their
A

operations - agglomeration economies. These become 

nuclei of closely linked industrial and service 

activities benefiting one another through providing 

raw materials and intermediate products required in 

the production processes of one another. They 

therefore have close industrial "backward'1 or 

"forward" linkages; with one another, depending on 

what type of materials each activity uses from the 

other.

(b) Other activities may cluster together in spite / 

of the fact that they do not have industrial linkages.

They may do so because each activity attracts 

business for other activities. For example, most 

activities in the retail area of an urban area 

are not linked with one another. However, they are 

positioned so that while an ordinary person does 

regular shopping he can also purchase individual 

goods and services. This way, city centre restaurants 

benefit from the retail outlets, because shoppers 

would like to refresh themselves after long strolls 

that go from store to store in the downtown. The 

shopper may also want a haircut, hair plaiting, etc. 

hence the proximity of hair dressing saloons to
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* FIGURE 9-5 The Multiple Nuclei Model of
Urban Land Use Pattern. (SOURCE: Harris and Ullman,
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shopping areas. Other activities, like car sales, 

locate near one another to facilitate comparison 

between different prospective deals by potential

buyers.
(c) Other activities may nucleate together to 

obtain urbanization economies; not from one another, 

but from items of infrastructure that could be 

expensive for each firm to install by itself.

Thus, although all industrial activities in an 

industrial estate may not be linked in their 

processes of production, they may position themselves 

along a railway line or a trunk road so that they 

can minimize their inter and intra-uroan shipping 

costs of goods and materials.
Therefore, each of the individual nuclei in 

an urban area grows due to its own internal and 
external economies of scale - like a micro-region, 

(see chapter 8) and these eventually fuse to form 

one multi-nucleus metropolis. As the metropolis 

grows more and more of these may be annexed using 

governmental machinery or through the economic 

processes that cause urban sprawl. The space in 

between them may eventually be built up, an~ ma\ 

later form parts of a continuous urbanized area.

In the early stages of growth (1900-1926) Nairobi 

had three of these nuclei: the city centre, Muthaiga 
and Eastleigh. Each of these was gazetted as an
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individual "Township". The Feetham Commission of

1927 recommended joining all these into the Nairobi

Muncipality. Since then the areas in between these

nuclei have been developed; and the former nuclei

are no longer separate from one another. The extended

1963 city boundary similarly joined several nuclei

like Ruaraka, Karen, Embakasi, Kibera, Kitjsuru, and

other outlying areas. The spaces in between these

will eventually be built to homogenize urban

development in between and among the nuclei. Indeed/

by 19 81 the space between the old city and Kibera is

being sealed fast. Soon Ruiru, Athi-River, Kiambu,

Kikuyu, etc. - formerly independent urban nuclei may

be engulfed by the expanding metropolis through the
13processes of urban sprawl, and similar means.

Critique of City Structure Theories.

The concentric zone model was a generalized 

land use model that assumed away transportation 

differences within the urban area. However, no area 

is perfectly uni-tropic; land uses are likely to be 

influenced by the transportation pattern. This model, 

and all the others are also based on a broad 

assumption of a perfect market for land, goods and
14

services operatina within the urban space. Any 

market imperfections in each of these things or in 

all of them are likely to have profound influences on 

the land use patterns within urban areas. No land 

market is perfect. Therefore there are considerable
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departures from ideal situations.

As we have seen, later models of city structure

have been modified to various extents to correct the

basic assumptions of the Burgess model. For example,

the axial development hypothesis takes into account

varying accessibility differences in different

parts of the city in relation to the Central

Business District. The radial sector theory is also

an attempt to incorporate influence of the motor-car

(largely owned by the wealthy) on the urban layout.

At the time it was proposed, the motor car and its

noise were signs of economic advancement and

development - hence its suggestion that the rich

would expand their residential area outwards along

transportation routes. Later suggestions in the

second half of the 20th century oppose this view;

and suggest that while the transport axes may lie on

the flanks of these high .class neighbourhoods, the

car is largely a nuisance in terms of its noise and

fumes. The premium high class residential areas are

therefore likely to be the hinterlands of the areas

flanked by these transport networks. In other words,

the rich tend to develop their residences away from 
l 5m a m  highways.

The environmental conscience has thus overridden 

the then new excitement of the motor car as the 
symbol of individualism and progress. The Radial
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sector theory also takes the work places into 

account. Hoyt included an industrial area in his 

model - which was not emphasized by Burgess. Thus 

Hoyt's model is more realistic with regard to the 

work-places' location within an urban area.

The multiple-nuclei theory is an elaboration 

of the two main theories, the concentric zone, and 

the Radial Sector. It fits the more common situation 

in which most cities are too complex to be easily 

described structurally by means of either the two 

theories. It incorporates the aspect of concentric 

zonation about each of the nuclei, while allowing 

for the specialization of each of the nuclei. The 

spatial distribution of the nuclei allows for an 
implicit use of transportation network as a means of 

inter-nucleus communication.

In real life, all the assumptions underlying 

these generalized models may not apply; or may apply 

in varying degrees within individual urban areas.

Thus, empirical evidence suggests that urban areas 

can be complex in structure due to physical and socio

economic variables dominant in each individual urban 

area. This means that each urban area has its own 
unique shape and land use pattern. Various researchers 

in different parts of the world have been able to 
identify the causal effects of the urban areas they
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were studying on the social and economic plain.

Kingoriah, studying the city of Nairobi found 

economic forces secondary to legal and social factors 

in the shaping of the structure of this city. 4 

Mabogunje - in Lagos, Akinbadein Abeokuta, Nigeria; 

and Firey in his study of Boston also hold this view.16

City Structure and Land Values.

Theories of city structure suggest various 

land value gradients, depending on which cross- 

section of the city is taken through the central core. 

These, as discussed in chapter 4 may have a single 

peak, or could have a series of peaks?as suggested 

by Alonso, Warren Seyfriea, and others.1"̂ This 

assumes peaks of land values in areas of greatest 

accessibility, and implies peaks of land values along 

trunk roads; especially if axiar development-theory 

holds true.

Location of Retail Centres 

in Urban Areas..

We have explained in chapter eight that the 

basic economic forces that determine the spatial 

distribution of retail centres in urban or nodal 
regions are analogous to those that govern the spatial 

distribution of retail centres over homogeneous 

regions. Urban retail centres serve mainly the 

Population living within the urban region. The size
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and spacing of these outlets therefore is effected by 

the number of people they serve - the level of 

effective demand over their complementary areas. 

Transportation costs, usually measured in terms of 

travel time between the retail outlet cores and the 

farthest areas of their complementary regions are 

also instrumental in determining this size. Since 

the aim of the suppliers and the consumers is to 

minimize these costs, retail nodes that are located 

at points of minimum transportation costs from various 

parts of urban areas are likely to grow fastest and 

assume higher orders in the service node hierarchy 

than most of the others. The process of growth 

generates agglomeration economies, which may aid 

the firms located in achieving less costs of 

production of both goods and services. The resulting 

expansion of these firms causes the overal expansion 

of the retail nodes.
A fast growing retail node will attract many 

firms this way, and in the process the demand for 

land around and within it increases; as the firms that 

seek to locate in this place compel for the most 

accessible places. If land around this retail node 

is allocated to the highest and best uses, a pattern 

of land u ses around the node is going to develop 

governed by similar economic factors to those 
discussed in chapter four. Land use relationships
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at the points where the boundaries of trade areas exist 

will be as demonstrated by figure 4-9. The land value 

gradient cross section will be as in figure 9-6.

Retail land use in most urban areas is usually

dominated by a four-level hierarchy of shopping centres;

(a) The neighbourhood shopping centre, (b) The suburban

shopping centre (c) the regional shopping centre and

(d) the Central Business District. The rank and spatial

distribution of these over the urban space has been found

to follow the Christalleran and Loschian pattern of

central places. This pattern may not be well pronounced

in some cities, but in the largest metropolises like

Chicago, trade areas of the different orders of central

places have been identified and mapped. Kimani has found
18redimentary trade areas of retail nuclei in Nairobi.

(a) The Neighbourhood Shopping Centre.
Such centres are occupied by three to five shops 

and serve populations of about 7,000 to 10,000. These 

centres sell the first order low threshold goods and 

services, and contain outlets like a provision or a 

grocery store, a butchery, a bar, a petrol station, 

shoe repairer, tailor, etc. The area occupied by this 

kind of trading centre varies from about H hectare to 

2 hectares. Activities are arranged so that general 

grocery shops and provision stores occupy the most
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FIGURE 9-6. Land Value Gradients and Land Use Relationships where boundaries of trade 
areas meet. (SOURCE! H.O. Nourae, Regional Economics, 1968).
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accessible places - the corners between the axial 

roads converging onto this kind of retail node. The 

activities located at the corner depend mostly on 

their ability to have fast sales and high turnovers 

of the goods they sell. Their profits depend on 

this; and therefore they try to compe#teoff all the 

other activities from these prime retail places. 

Corner places may also be occupied by vendors of 

perishable commodities like butchers, green-grocers, 

fishmongers, and dealers in dairy products. If any 

firm combines all these functions it will be in 

greater need for these high accessibility location 

than any other firm in the retail node. The spaces 

lying farther from the corners are occupied by other 

activities that are not so desparately in need of 

accessibility; like bars, shoe repairers, tailors, 

hardware retailers, etc.

The arrangement of land values in these centres 

is likely to follow this rough patterns. Occupiers 

of the corner plots have to outbid all the others, 

and usually pay higher rents in attempts to occupy 

these key retail places. This means that in terms 

of rental value and capital value corner plots are 

likely to have higher values than those plots that 

lie farther away from axial access roads within the

retail nodes.

Among the land uses competing for corner plots
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are the petrol stations. For the petrol station to 

survive it will depend on how many cars are serviced 

in it. A petrol station will therefore be located in 

a place where it can capture the greatest number of 

cars passing by the retail node. Due to the high 

revenues earned from petrol sales, the petrol station 

firms have higher rent paying abilities than ordinary 

retail firms. They will therefore tend to occupy the 

most accessible corner in a retail node; after 

outbidding all the potential contenders for this 

accessible place. This prime location is likely to be 

the junction between the main trunk road passing by 

the retail area, and a major feeder road into the area. 

This means that cars passing via the neighbourhood 

retail node or branching into it can be serviced in 

the petrol station. This prime site, because of acute 

competition, is likely to be the highest valued in a 

neighbourhood shopping centre.
A centre like this could have more than one petrol 

station if the level of petrol demand is high enough.

In case this happens, these stations tend to occupy 

places farther removed from one another; so that each 
one can command its own individual traffic. Competition 

may result, and the most inefficient one may be forced 

to close.
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(b) The Suburban Shopping Centre,

At the second order level is the suburban shopping 

centre. This is about 4 hectares in area, and could 

serve as many as 20,000 residents. It includes all the 

services found in the first order retail node and second 

order type of services like supermarkets, cinemas, 

chemists, restaurants etc. The activity that can 

afford the highest rent will compe^t^ the others out of 

prime locations; and therefore land values and rents 

are likely to be highest at corner positions between 

major axial roads. Petrol stations may occupy these 

prime corners, or such other high turnover retail 

outlets like supermarkets and fast food joints. Land 

values are likely to be low for plots lying farther 

from these prime locations.
This kind of centre is usually situated in more 

accessible positions within the urban space, and has 

a higher peripheral area than the first order shopping 

centre. The goods offered will therefore be a mixture 

of low threshold and fairly high threshold types, 

here we can expect second order goods similar to 

those offered in a second order rural retail node as 

discussed in chapter eight. The peak of land values 

in this node will no doubt be higher than that of 
the first order centre; since the land user acquiring . 

the most accessible site here will have to bid for 
the location higher enough to compe*ttoff all the uses
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that originate from a wider complementary area; and 

that aim at serving an equally large trade area.

(c) The Regional Shopping Centre.

The regional shopping centre is the highest in 

the retail centre hierarchy of urban areas, and ranks 

only below the highest node overall - the Central 

Business District. Such a centre would occupy several 

hectares of land, just like a small township. It 

would be occupied by major supermarkets, clothing shops, 

shoe shops, bookshops, restaurants and speciality shops 

like florists, lawyers, doctors, etc. The centre would 

be patronized by people who would ordinarily want to 

go to the CBD but are hindered by high transportation 

costs between the outer suburbs and the CBD. In this 

case the patrons may visit the CBD if they have real 

urgent reasons to do so; otherwise, all their shopping 

would take place in the regional centres. These 

centres are best developed in the largest cities where 

distances from their outskirts into CBD are great 
enouyh to necessitate creation of alternative high order 

shopping nodes in the suburbs. Some of the goods offered 

in regional centres have as wide threshold areas as 

those of the CBD. In fact, there is some retail and 

service competition between the CBD and regional 

centres in the provision of some of the goods. Each of 

these regional centres could therefore carve itself a 
specific trade area for any type of good; which would
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be different from any other centre, and from the CBD. 

In addition to these higher order goods, the regional 

centres would contain all the lower order goods and 

services in the manner elaborated by Bochert,

(chapter 8) .

(d) The Central Business District.

This is the highest in the hierarchy of urban 

retail outlets. The district offers all those goods 

available in all lower order nodes, but also provides 

the services for the entire metropolis and the 

complementary area of this metropolis. Top order 

commercial and business activities, such as head

quarters of banks and financial institutions are 

situated here. The local and central governments for 

the urban area and the surrounding countryside also 

are usually situated in the central business district. 

Its physical characteristics are as described earlier 

in this chapter. Land values should be highest in 

this area because of the accute competition 
for land caused by its high acessibility from toe 

entire city and its complementary area. The internal 

arrangement of land values is such that the centre of 

the CBD has the highest land values in the city and 

its surrounding r e g i o n ; a s  shown in figure 9-7.
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SC^LE

FIGURE 9-7. The Internal Arrangement of land Values 
in Topeka, Kansas. (SOURCE: Duane S. Knos, Distribution
9J Land Values in Topeka, Kansas, Centre for Research in 
Business, The University of Kansas, Lawrence, Kansas,
MaY, 1962).
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Residential Location in Urban Areas.

The pattern of residential location in urban 

areas is embodied in E.W. Burgess' concentric zone 

model; and in the general rent model within urban areas 

as explained in chapter four. These moaels, assuming 

perfect competition, postulate that residential land 

use would be compeated off the urban cencral areas 

into the periphery by higher rent paying land use 

activities. They hypothesize homogeneous residential 

zones arranged concentrically outside the zone of 

transition; as shown in figure 9-2.
Hommer Hoyt's radial sector model was the first 

major attempt to explore the nature of the spatiax 

distribution of residential land uses; especially in 

connection with given work places in urban areas.

In this model, the growth of residential areas was 

supposed to be propelled by high income residentiil 

areas towards the urban periphery. Hoyt's model 

assumed the filtering down process where the richer 
folk in each sector tend to vacate the older r e s i d e n t i a l  

areas and move towards the periphery; leaving the older 

units nearer the city centres to be occupied by the 

poorer folk in the homogeneous sector, .nus, for 

example, in the high income sector the new units (which 

would lie in the sectoral periphery) would be taken 

over by the richer folk within the income bracK.et.

The now vacant units are left to the poorer folk among
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this income bracket. The high income residential 

sector thus proceeds to grow outwards by "invasion 

succession". This same phenomenon would occur in the 

middle and the low income residential sectors.

Most of these city structure derived theories 

deal with the general pattern of residential 

location, and do not provide sufficient micro-economic 

explanation why this residential zonation, or invasion 

succession takes place. In all these cases there is 

usually the unexplained paradox that the poorer people 

tend to live closest to the city centres where land 

values are highest. Koyt and Burgess models received 

much criticism on the grounds that they did not probe 

deep enough into the causes of the spatial distribution 

of residential neighbourhoods? and that they adduced 

generalized causes of such distribution which by them 

themselves were not wholly sufficient.
It was not until 1960s when a true micro- 

economic theory of urban land use was brought forward 

by William Alonso. As we have seen in chapter four, 

Alonso built his model from the existing theories of 

rent, dating back from the days of J.H. Von Thunen.

His theory deals explicitly with the location decision 

of all urban land uses, given the profit and utility 

maximizing motives of urban firms, and their 

resistance to distance friction - desire for 

access ibility.



His theory on residential location considers 

the residential decision of the individual household. 

Like it does for all urban land uses; it employs 

ordinal utility analysis (indifference curves); 

focussing specific attention on the complex trade-off 

between the desire for necessities, the desire for 

accessibility, and the desire for the amount of living 

(or activity) space. The theory, as it applies to 

residential location, examines this trade off at 

varying income levels. In order to simplify the 

subject matter of study, i.e., the complex urban space, 

Alonso based his study on several simplifying 

assumptions;-
(a) that the city lies on a featureless plain;

(b) that it  has a single centre in which

all employment is located and in which 

all goods and services are sold;
(c) transportation costs are equal in all

directions;
(d) that land rent declines with distance 

from the urban core; as claimed by all the 

regional scientists preceding him.

(Later, in his chapters five and six he 

proves rigorously why land values ohauLd 

should decline with distance).

Given this simplified situation, the theory 

examines where a household with fixed income and

- 441 -
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access ib i 1 ity preferences, space preferences, and 3 

desire to consume other goods would locste its 

residence in relation to the city centre. He examines 

the quantity of lend that any household of this nature 

(at all income levels) would like to consume; where 

such land would be located, and how this location 

decision is affected by the level of income of the 

household - given the prices of transportation, space 

and other goods. A similar approach is adapted to 

all other urban and agricultural land uses.

After rigorous formal analysis he shows that 

lower income households will tend to locate their 

residences in the central locations of urban areas; 

and that upper income households would tend to occupy 

peripheral areas. This happens because the rich can 

afford to buy more land than the poor in the social 

system where land is sold in plots of specific large 

areas in hectares. Thus, while land in peripheral 

areas could be cheaper than land in the core areas 

on a per-unit basis; the poor cannot afford such land 

as it becomes available in the market, because it is 

not sold in individual units, but in large tracts.

In addition, the upper income groups can be 

able to afford the transport from the urban fringes 

to the CBD every day; because this is where their 

work places are assumed to be situated. There f o r e ,  

the rich can purchase large parcels of land in



peripheral areas (which would serve as amenity space 

around their residences) at cheap per unit area prices. 

The saving in land costs can easily compensate trans

portation costs and they are then left with much more

to spare.

The lower income brackets, on the other hand, 

cannot afford the increased transport costs the farther 

away one moves from the city centre. Neither can 

they afford to purchase large tracts of land available 

in the periphery areas. They would only afford it if 

it was available in small units to match their low 

purchasing power; given the income they have to spare 

for the purchase of space from their meagre earnings. 

Even if the land in the periphery were available in 

the small units that they could afford, their saving 

in land costs would be easily offset by the cost of 

transportation from these residential areas in the 
periphery to the work places. Anyway, because no small 

units of this kind are available the low income would 

have to search elsewhere in the city for areas where 

they can "purchase" the land in very small units 

befitting their income. Ideal locations would have 

the cheap residential units for their occupation that 

would again be commensurate with their income levels, 

and at the sane time be near their work places to 

economise on transportation costs.
The only places where economic forces are sucn
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that this "fractional division" of land parcels is 

possible are located in the areas near the central 

business district. Such an arrangement (fractional 

land parcel apportionment) is possible through the 

construction of multi-storey blocks of flats where 

several residential units situated on top of each 

other can occupy the same area of urban residential 

land. In this case, although the cost per unit area 

of land in these areas is high, the fact that such 

land is occupied by many residential units on top of 

one another reduces the cost of land "occupied" by 

each dwelling; because several dwellings "share" in 

the cost of one unit area of this expensive residential 

land. Thus, economically, the land costs are shared 

by many dwellings of low cost construction within the 

multi-storey blocks of flats; and these are available 

for occupation by the low income.
The theory therefore predicts that although two 

households may have the same preferences for space and 

accessibility, the lower income households will locate 

nearer the centres of urban areas on smaller parcels 

of land that have been partitioned through the zoning 

system and the construction of multi-storey blocks 

of flats. The richer household will locate farther 

from the centre on large parcels. This way the low 

income inahabit the residential areas with higher 

density of dwellings per hectare (high density
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residential areas) near city centres; and the high 

income occupy the low density residential neighbourhood
in peripheral areas.

Alonso showed that his theory can be used to 

prove that as income rises within the high income 

bracket the optimal location of their residential 

areas does not necessarily move away from the centre 

continuously. In fact, at a certain income level, 

the distance from the city centre and the accompanying 

spatial amenity at the peripheral areas become some 

kind of inferior good. This implies the very high 

income tend to reverse the direction of the trend of 

residential location, and to move towards the city 

centres. This is because at these income levels, 

these residents can afford to purchase large parcels 

of land even relatively near the city centres for 

amenity purposes and for their convenience. By so 

doing they can eliminate transportation costs altogether

Alonso's theory is a more rigorous elaboration 

of the concentric zone theory; and explains the 

rationale for the location of the "working men s homes 

in the proximity of the CBD. It also provides economic 

answers as to why "better class residences" are 

situated away from the CBD;using rigorous mathematical 

ana lysis. ̂
However, the model is highly simplified, and 

cannot be used to predict whether the rich will, in fact
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continue to live in the areas they are supposed to 

live; or whether any other income brackets will 

continue to occupy their respective places. Space 

and accessibil ity may be over-emphasized in the model 

in quest for simplification. When the complex urban 

space is considered, a long list of factors affecting 

real residential decision other than these two may be 

drawn. These, Alonso pointed out that they exist; 

but he did not explain them because he was interested 

in the general theory of land rent. Empirical studies 

have found out that while the trade off between land 

quantity and accessibility may be important it is not 

overwhelmingly so. The sources of employment, 

infrastructural layout, location of schools and 

hospitals, physical features, special scenic beauty 

locations, etc., all play some role in influencing 

the sum total of urban residential location decxsions. 

These act to distort the patterns as proposed by 

Alonso, Hoyt, Burgess, etc; and give greater 

conceptual insight to the Multiple Nuclei model of 

city structure - where the nuclei are determined by 

some of these factors.

Location of Urban Public Service Facilities.

There are different types of public service 

facilities, depending on their operational .*.d spatial 

characteristics. There are those that are available 

through a system of centres (i.e.; points in space)
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like schools, government offices, hospitals, etc. 

Others may be provided through a network of inter

connecting lines like roads, telephones, electricity, 

etc. Those that are provided through centres can be 

farther sub-divided into pick up services and 

delivered services. A clear example of pick up 

services are hospitals, government offices and 

schools. Delivered services are like health visitors, 

agricultural extension services, etc. Network 

services fall into two categories; Transportation

services (Roads and railways) and non transportation
2 1services.

Pick-Up and Delivered Services

To receive pick-up services the public must travel

to the centres that offer the services. The size and 

spatial distribution of these services has to be 

related to the equity and efficiency considerations 

of the public body providing the service. The aim of 

these bodies is to maximize social welfare through the 

provision of any of the services; and this can only be 

done when these services are allocated efficiently 

and equitably to all the citizens for whom they are 

intended. The most efficient location of these 

services, therefore, is that which maximizes tr.eir 

c°nsumption, subject to the budget constraint ô  the 

iocal authority or the public body financing the

Services.
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A public body considering locating these services 

for its citizens will therefore be faced with two 

alternatives. If it decides to offer large, but 

distantly spaced centres it may realize economies of 

scale of operating large centres. However, some 

sections or the population may be unserved - or served 

inoptimally in the way that does not minimize their 

transportation costs; and therefore does not maximize 

their welfare. On the other hand, a system of small 

but closely spaced centres increases overall 

accessibility and minimizes transportation costs to 

the recipients of the services. It ensures greater 

enjoyment of the services by the community; but at the 

expense of large scale operational economies.

These two factors have to be weighed carefully, and 

a decision has to be made so that the social benefits 

in each case balance out social costs.
Similar consideration* are borne in mind by 

the public body offering delivered services. The \ 

difference is that large depots or stations widely 
scattered in space increase the transportation costs 

borne by the public body; ana may not cover the 

population supposed to be served adequately. This 

tends to increase social costs in terms of 

transportation expenses borne by the public body, 

and to decrease efficiency in the provision of the 
service. However, economies of scale of running large
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stations or depots are realized. if, on the other 

-and, small depots are provided all over the space 

to be covered there are diseconomies of scale 

incurred in running many small centres. However, the 

service is more efficient, and the public authority 

saves in transportation costs. In this case also 

social costs have to be offset by social benefits.

The criteria for measuring social costs and 

benefits is largely subjective, but could be estimated 

fcy trying to calculate each item of cost and each 

benefit analytically. There are inherent weaknesses 

m cost/benefit calculations which we do not have 

3̂ace to discuss here, but which the reader is referred 

t0 any textbook on this subject. ̂  However, we may 

?-•••-•rally conclude that for both pick-up and delivered 

a€‘-ices, very many small service centres are more 

•9 - i t ab ly  distributed than a few large centres.

Asportation services to obtain or take services 
,,e by the consumers, or the government respectively 

®inimized. On the other hand very small centres 

e ^efficient. Efficiency rises with the size
‘ f i r mArm the manner of the total product curve; 
dec 1 ines later when the centres are too large and

*ry wi(jeiv spaced. Equity declines with the spacing
the Centres, despite their size. Obviously, the
widei¥ spaced the centres are the bigger they are

Lred to  k •DG in order to serve the population they
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are meant for. *

For both types of services, the most efficient 

location is where the marginal savings due to economies 

of scale in their operation equals the marginal 

increament in transportation costs to the community 

being served. This occurs at the intersection of 

equity and efficiency curves where these marginal 

values are equal; size and spacings in figure 9-8.

The level of equity and efficiency is at .

It must be mentioned that the services may not 

be of that exact size; and may not lie exactly that 

distance from the centre. Donald McAlister gives 

their size and locational distribution a 5% tolerance 

on each side of the optimal. This is because of the 

other items of infrastructure, and other economic 

activities that may be situated in places where the 

exact location of the services may be required. If 

the land neighbouring this location is also required 

by other economic bodies the size may not necessarily 

match the spacing. The areas these services occupy 

and their levels and scales of operation could be a 

little smaller or a little bigger.
Other authorities have suggested that these 

services would tend to be located in central place 
areas in accordance with their service hierarchies as 

discussed in chapter Eight. The government or public 

authority, having already been used to the physical
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Efficiency. ingreases the lower size., an:'—  
spacing

FIGURE 9-8. Intersection of Equity and Efficiency 
^urves. (SOURCE: Donald M. McAlister "Equity and

ficiency in Public Facility Location", 1976).
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hierarchy of central places, may deliberately locate

these services in appropriately ordered central

places; hoping that the economic forces of supply

and demand as constrained by transportation costs

will govern the efficiency in allocation. The

deliberate choice of central places is done to ensure

maximum equity. The most elaborate of these theories

suggest the creation of "growth poles" over the

region to be served. The services would then be

located in accordance with the intended hierarchy of
23the growth poles.

In this case it is presumed that the optimal

threshold of each service is known; and that the 

planners would be accurate in locating each public 

service within a central place commensurate with the 

order of the service. Low threshold goods and services 

would be located in 1st order centres; and the services 

with the highest threshold - such as meteorological 

departments and research institutions - would be 

located in high order service centres.
In case any of these services are provided by 

private bodies, these private bodies tend to choose 

the places of location in accordance with how much 

the demand for the service is over the space intended 

to ba served. Widely spaced services that are too 

large may be inefficient and may attract competition 

tn the unserved spaces in between as discussed in
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chapter Eight. If the services are too small they 

may be driven out of operation by the diseconomies 

involved in operating too small and too many services.

In this case the firm would seek to maximize profits.

If it was the only one allowed to provide these services 

it may have a spatial monopoly; and its profit levels 

would need to be carefully regulated by the government 

to make sure that the public is not overexploited by 

the firms' pricing policies. It must be mentioned 

in passing here that the amenities available in a 

neighbourhood affect the demand for land in the 

neighbourhood. The higher the level, quality, <etc.̂  of 

amenities, the higher the value of land around these 

amentitie s.

Location of Transportation Network

In a hierarchical order of central places 

within an urban or a rural region the transport network 

acts as a link between the various central places. 

Central places, on the other hand, would not require 

to be linked if there is no interdependence amongst 

them. This interdependence, or "interaction" has to 

exist in between central places for there to be a 

demand for linkage through transportation network.

Along these links the public authorities, in response 

to similar demand, run the other types of network 
services; non transportation services like power lines, 

telephones, etc.
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This interaction among central places is the 

so called complementarity of central places. It 

refers to the distance between central places and 

the supply and demand relationships for goods and 

services between central places. The distances 

between the central places influences the cost of 

transport between them; and the supply and demand 

relationship is the attraction to interact between 

central places. Both these two factors have been 

studied extensively, and can be summarized by means 

of the gravity model - borrowed from Newtonian physics - 

to help explain the attraction between central places. 

In the model, central places are considered as masses 

of differing magnitudes measured in terms of population 

sizes and any other variable under consideration.

In its simplest form the gravity model is as follows:-

P .1

Where
I = the amount of interaction
i j

between two central places of 

size i and j.
P., p. = Population of centres i and j. 

respectively.
between centres i and j.Distance
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The model simply states that interaction between the 

two centres i and j would vary directly with the 

product of the number of people living in both 

centres; and inversely with the distance between the 

central places, d ^  Is the so called distance friction 

the smaller the distance friction, the greater the 

interaction; and vice versa.

The gravity model is used by transportation 

planners in many modified forms, but it takes this 

basic mathematical relationship. These planners are 

interested in finding the inter-central place 

traffic generators or the demand and supply 

relationships as manifested by the desire to travel 

among the populations of both centres. It is after 

finding these generators that they can determine the 

size and the location of transportation lines in urban 

and rural are^s.
It is envisaged that in between central 

places there are traffic generators or population 

attractors manifested by the services offered within 

these central places and their demand on either side. 

These cause backward and forward movements of 

population along the shortest routes between the 

central places.
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The nature of the behaviour of public bodies 

in providing this network is that there is a delayed 

reaction; especially in capitalist economies. Since 

the public network and transportation services are 

provided through taxation, there is usually political 

resistance to increased taxation; so that, may be, 

each central place may not be served with transportation 

and network services as fast as it should be. In 

most cases the demand and supply relationship causing 

the volume of traffic between central places has to 

grow to such a scale that the volume reaches almost 

emergency proportions before the public bodies 

respond to the need for these infrastructural services. 

Traffic between the existing lines of shortest 

communication has to be congested or nearly so to 

attract the public opinion favour and votes for 
widening or building better roads and other transportation 

network. ̂  However, when the decision is made, the 

location of this network of transportation and non 

transportation services tends to lie in the shortest 
distance between the two central places. The amount of land 

used depends on the volume of traffic - which in turn 

is determined by the expected interaction between the 

two nodes as measured through the surrogates of 

"traffic generators". The location will however be 

subject to physical and socio-economic constraints 
like the land terrain political choice and the budget 

of local authorities.
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Once the traffic and non transportation networK 

is located, it affects accessibility, and land values 

in accordance with the theoretical framework described 
in earlier chapters, especially chapter 4. Central 

• • ace relations hip, land value gradients and the 

entire arrangements of economic activities may be 

affected. The nature of the land use arrangement 
ray change overtime this way. Some areas may 

experience economic growth, and others may decline.

7ne resulting trend will depend on the impact of the 

newly created accessibility; and can only be predicted 
depending on the prevailing social and economic 
rlrcumstances of each case.
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CHAPTER TEN

LOCATION OF INDUSTRY

Survey of Industrial Location Theory

This chapter aims at looking briefly into the 

theory of the location of industry, and examining 

the relationship between it and the general land 

economics theory. The theory of the location of 

industry is an involved subject that demands 

independent treatment in a textbook of its own. 

Therefore it is difficult to be able to cover it 

exhaustively in a brief chapter. However, an attempt 

will be made to highlight the development of this 

theory; and its current applications.

Industrial location theory is just another 

sub-branch of location theory - and therefore falls 

under the scope of study of land economics because it 

examines the economic factors that determine the 

spatial distribution of industries; and how this 

distribution affects regional economies and land use. 

These location factors are not unlike those that 

govern the location of all other activities, which 

have been dealt with under the general theory of 

lend economics earlier in the text. vtfhereas the
♦ M r  '

general location theory examines the economic 

determinants of the location of all other activities 

over space, industrial location theory forms a
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specialized sub—branch of it; and concentrates on the 

areal dispersion of manufacturing activity.

Both theories have developed nearly 

independently of one another because of the different 

emphases that they lay in their terms of reference.

It is only recently that a general synthesis of the 

two has taken place; especially as economists tried 

to examine the nature of spatial distribution of rents 

and land values. Despite their near independent 

development the scholars formulating them kept 

referring to published literature on both sides; 

and were always aware of the interrelationshi 

between the two. This explains why in recent times 

it has become easy to synthesize them in one branch 

of knowledge -  Location theory and Land 'Economics -  

when all the related subjects are taken into account.

Industrial location theory has its origins 

from the work of Von Thunen (1826) . Although Von 
Thunen concentrated on the determination of least cost 

locations for agricultural activities, he provided 

the theoretical framework for later industrial 

location theory through his use of  two cardinal 
variables in his analysis: Land rent and transportation 

costs. Since his time, geographers and economists 

have pursued vigorously the goal of looking ior the 

best location of industrial and other economic

activities over space.
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In the 19th century, however, very little work 

on industrial location was done by economists; 

because they were pre-occupied with the questions of 

values and prices of commodities. This trend changed 

during the end of the 19th century. In this period 

there were industrial depressions in those areas 

where industry had mushroomed in the height of the 

industrial revolution earlier in that century.

These dtpressions made the economists to begin 

speculating that some of the industries experiencing 

decline were actually victims of bad industrial 

location decisions made without regard to important^ 
physical and socio-economic factors by the machine-min

industrialists of this period* At this time,/
also, patterns of industrial localization were

developing in most parts of Europe and the United 
States. Economists were also wondering whether these 

patterns were not the result of favourable factors 

attracting all industries in specific localized areas.

The first positive development of industrial 

location theory was undertaken by a German economist, 

William Launhardt in 1882 and 1885. He explained 
that the spatial distribution of industries was 
determined by variations in cost and demand .a -tors 
at alternative locations. He attempted to demonstrate 

how optimum location of industry could be found in a 

simple situation with two sources of raw material
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inpu t s, «ind 3 rnsrkst centre of the manufactured 

product. — *is wss the first attempt to analyse the 

location of industry using a simple model that has 

come to be popularly known as a location triangle.

In addit ion he became the initiator of the concept

o f  ton-mileage as it applies to raw materials' and 

f in ished products' transportation; through his emphasis 

on the transportation costs in industrial location theory. 

According to him, the manufacturer would locate at the 

point o f  least transportation costs.* (Figure 10-1).

His analysis provided the basis for the theory of 

industrial location as later stated, and developed by 

Alfred Weber (below). One of his other contributions . 

was the idea - later upheld by most regional 

scientists - that theoretically, the hexagon provided 

the ideal fit for the market areas of identical and 

equal order of industries over a hypothetical 
homogeneous plain; but that in reality the market areas 

tended to be irregular polygons bounded by complex 
v boundaries. He was also one of the early economists 

jto utilize the gravity model in spatial analysis.

Alfred Weber (1909)
The next significant step in the development of 

industrial location theory was taken by another 
German economist by the name Alfred Weber. In his 
Uber den Standort der Industrien. (On the Location of

Industries) he expanded the theories of his



l e g e n d ' Raw Material Sources

Least Coit Location of Industry

Market: Concentration of consumers
o(  products from this industry

Indicate direction of pull by cash 
locational deter linant

_____________________________________________ :

FIGURE 10-1: The Location Triangle that was 
eve loped by Weber as an improvement on the work of

Launhardt.
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predecessors in Germany, notably Launhardt, with 

the aim of deriving pure rules of location which 

could be relevant in real world situations by their 

ability to hold up to empirical investigation.2

Under carefully stated assumptions he formulated 

an industrial location model based on the location 

triangle, and arrived at a conclusion that 

transportation costs were the primary determinants 

of industrial location. These costs were a direct 

function of the distance between the place where the 

industry is located, raw material sources, and the

his model was the use of isopleths of equal 

transportation costs that he called I soda panes. He 

described these as hypothetical lines joining places

of equal additional transportatiQn costs from the

least cost location of industry that would be located 

somewhere within the location triangle. Using these 
isopleths he demonstrated how an industry would face 

increasing costs the farther away its entrepreneurs 

decided to locate it from the least cost location. 
This is in fact the rationale behind the concept of 

Isodapanes.
Weber extended his analysis using isodapanes to 

include the effect of labour costs on industrial 
location. He showed how cheap labour availability in 

other places than the least cost location would
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influence the decision of entrepreneurs in the choice 

cf the location of their industry (labour orientation). 

The savings realized in labour costs would determine 

the position of the critical Isodapane (with respect 

to labour costs) among the continuous isodapane map 

around the leas'fe cost location (figure 10-2).

The critical isodapane was defined as 
the locus of all points around the least cost location 

whose level of transportation cost increases from the 

least cost location would be equal to the unit saving 

in labour costs. This meant that the industry would

be attracted or oriented to cheap labour _ until__thg_

saving in labour cost diminishes to equal the value 

of transportation cost increase from the least cost 

location - the c r it ic a l isodapane. Beyond t h i s  

hypothetical isopleth the attraction of cheap labour 

would end.
The critical isodapane is shown as isopleth 14/-

in figure 10-2. Along this isopleth the saving in
labour costs per unit is assumed to be equal to total 

additional transportation costs from the least cost 

location P/ per unit of output. (This is given that 

the cost of manufacturing product P goes up two 

shillings 2/- per unit distance travelled from the 
least cost location points. The horizontal interval 

between isopleths is assumed to be one kilometre.
The vertical interval per horizontal distance is 2/-)
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LEGEND

5; S, Sources of Raw Material Inputs

M Market for finished Product of Industry P.

P Least Cost Location for this Industry

L; L 1 Sources cf Cheap Labour Input

14/- Criiical isodapane

FIGURE 10-2: Weber's Isodapanes map and
Location Triangle, showing the sources of c..eap 
labour, L and L^.
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A source of cheap labour L is located within the 

critical isodapane (14/-). if industry is to be 

attracted to cheap labour location L the saving in 

cheap labour per unit must be greater than 14/-. L1 

is another source of cheap labour located outside the 

critical isodapane. Therefore 1^ has no effect in 

attracting industry P because the increases in 

transportation costs from the least cost location are 

assumed to be more than the saving in labour costs - 

i.e. if savings in labour costs are less than 14/- 

at industry P will not be attracted to that

location from its least cost location within the

location triangle MS^ • it mustHSe emphasized thâ  

this is only a simplified model, and that isodapanes 

need not be circular.
Using model and critical Isodapanes, Weber

introduced the concept of Raw Material and Market.

Orientation; where an industry would be attracted to 
the factor input that is most "dominant in transportation

costs - the most costly input to transport. The 
industry also would be attracted to the market if the 

finished product demanded in that market is bulky and 
would increase the transportation costs significantly, 

the farther the industry is located from the market.

This meant that an industry could be raw material 

or resource oriented if its finished products were

weight loosing through the process of manufacture.
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Examples of this kind of industry are copper smelting, 

aluminium smelting, and saw milling. On the other 

hand, if the process of manufacture adds weight to 

the finished product, the industry would be producing 

"weight gaining" finished products. Such products 

would be bulky to transport to their markets if they 

are located some distance from it; and their 

transportation costs- would increase accordingly. To 

avoid this, that kind of industry would be located 

near the market of its finished products. It would 

therefore be market oriented. He revealed many kinds 

of orientation, labour orientation, raw material, 
market orientation, transportation orientation, etc,

In analyzing orientation using the Weberian

model, the closeness of isodapanes would determine

the direction of highest transportation costs, in the 

same way as the contours on a map help determine the 

direction of highest physical inclination on the 

physical plane. The .industries would tend to be
located towards the direction of low transport costs 

to avoid the payment of high transport costs - hence

the orientation principle.
In similar fashion, Weber introduced the 

concept of Agglomeration; where industries tend to 

cluster together to benefit from the external 

economies - linkages with one another; and from 
savings in transportation costs. If an industry
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was using a raw material produced by another industry 

for example, it may decide to locate next to the 

industry that is the source of this raw material to 

bring about savings in transportation costs; and 

therefore cut down substantially on its production 
costs.

Weber asserted that industries would be induced 

to co-operate if their savings resulting from external 

economies generated by suitably linked industries were 

bigger than the transportation costs due to the least 

cost location of every one of the industries involved. 

This would be determined using the critical isodapane/

the benefits of locating at an intermediate location 

A are greater than the transportation costs from the

least cost locations of the three industries 

"agglomerating", which lie at B, C, and D. As a 
result of not locating in their least cost location, 
each industry would incur extra transportation costs.
• However it would benefit from agglomeration economies 

by locating at point A if these transportation— costs 

incurred by each industry would be smaller th_an_the 
value of the benefits due to agglomeration. Note that 

each industry B, C, and D have their own unique 

locational triangles.
Weber's analysis is monumental, and forms the 

backbone of the modern industrial location theory.
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LEGEND

M; Mi ;  M2; 

Arrowheads

RCH,w Material Sources
Least cost locations industries 

B, C, and D
Markets: Concentration places of 

consumers
Indicate directions of locational 

pull by each locational 
determinant for each industry:

FIGURE 10-3: Weber’s illustration of
a9glomeration between Industries B, C, and D.
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Despite criticism and penetrating review by economists 
and geographers, the Weberian foundations to the 

industrial location theory have not been shaken even 

toda_y . His analysis has been upheld by location 

theorists, and has been broadened to fit the general 

equilibrium analysis by people like Walter Isard, 

and later theorists. Some empiricists have applied 

his constructs successfully to real world situations 
within the western economies.

Tord Palander-

Follows Weber closely in his attempt to solve 

the question of optimum industrial location; given the 

prices of the required production inputs, the area fj
where they are obtained, the cost of the production 
process in which the inputs are combined, the distance 

of the market of the finished product, and the cost of

transporting the good to tne market. In his analysis he 
brought forth the concept of threfshold areas to describe 

the extent of market areas of the manufactured goods from 

an industry located in a hypothetical least cost location 

within the Weberian triangle. Thus, he introduced a new 

dimension in the Weberian analysis. In figure 10-4 
Palander illustrates how boundaries between the market 

areas of two compej&ting firms can be ascertained using 

a simplified linear market model. This model looks 

at the vertical dimension of the Weberian least
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FIGURE 10-4: Tord Palander's
"Threshold Areas."
(SOURCE: D . H .  S m i t h ,  I n d u s t r i a l  L o c a ^ i c ^

p.120).
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cost triangles that happen to be within close 

proximity of one another (see a similar analysis in 

chapter 8 based largely on Palander's analysis).

They are, in effect, cross sections cf isodapane maps 

of two industries producing the same commodity. The 

price of each commodity increases with distance from 

the point of production and forms some kind of e cost 

gradient that meets that of the neighbouring industry 

above X .  In his opinion, one firm would have a 

threshold area XAO and the other one XBO.

Pa lander saw transportation in terms of these 

surfaces, those of the Weberian̂ t̂£iari( 
points. His major concern was with the ell I«: .11 O . 

transport costs on Isodapanes. Although his approach 

was clearly Weberian, he critized Weber's concept of 

agglomeration on the grounds that no firm would leave 

the least cost location to a position of potential

agglomeration, unless it was sure that other

positively linked firms would do the same.
His view of location was dynamic, and took into 

account the changes in locational causal factors over 

time. The fact that his work was never translated 

into any other language than Swedish, except for a 

summary available in French, made it to mioS the 

direct impact it should have had in the early 
format ive stages of industrial location theory. His 
views were discovered much later in 194 7 by Edgar Hoover
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and have teen appreciated through Hoover's elaboration* 
4

( b e l o w )  .

Walter C h r i s t a l l e r ,  193 3 a n d  A u g u s t  L o s c h ,  1 9 3 9 .

S m i t h  i d e n t i f i e d  W a l t e r  C h r i s t a l l e r ' s  w o r k  a s  

t h e  f i r s t  m a j o r  g e o g r a p h i c a l  c o n t r i b u t i o n  t o  

l o c a t i o n  t h e o r y .  A l t h o u g h  C h r i s t a l l e r  was n o t  

p r i m a r i l y  i n t e r e s t e d  i n  i n d u s t r i a l  l o c a t i o n ,  a n d  

h i s  v i e w p o i n t  w a s  n o t  e n t i r e l y  g e o g r a p h i c a l  he wa s 

a g e o g r a p h e r  b y  t r a i n i n g ;  a n d  he s t a n d s  h i g h  a b o v e

t h e o r i z e  i n t o  l o c a t i o n a l  c o n c e p t s  -  l i k e  R i c h a r d  

H a r t s h o r n e  ( 1 9 2 6 ,  1 9 2 7 ) ,  a n d  G e o r g e  R e n n e r ,

1 9 4 7  -  1950).5 The disciplinary orientation of

g e o g r a p h e r s  p r i o r  t o  1950 h a d  t h e  t e n d e n c y  t o  make

t h e m  c o n c e n t r a t e  l a r g e l y  o n  t h e  e m p i r i c a l  i n v e s t i g a t i o n

o f  t h e  r e a l  w o r l d .  I n d u s t r i a l  p a t t e r n s  o v e r  s p a c e

w e r e  e x p l a i n e d  i n  t e r m s  o f  t h e  p h y s i c a l  e n v i r o n m e n t ,

o r  a s  e v o l u t i o n a r y  t r e n d s  o f  t h e  g e n e r a l  s p a t i a l l y

d i s t r i b u t e d  phenomena. "Consequently, t h e  findings

o f  ( t h e i r )  s t u d i e s  ( p a r t i c u l a r l y  t h o s e  w i t h

e n v i r o n m e n t a l  b i a s )  w e r e  u s u a l l y  h i g h l y  r e s t r i c t e d

i n  t h e i r  v a l i d i t y  a n d ,  o n  o c c a s i o n s ,  q u i t e  e r r o n e o u s .

T h e i r  c o n t r i b u t i o n s  t o w a r d s  a t h e o r y  or p r i n c i p l e s

„6
o f  ( i n d u s t r i a l )  l o c a t i o n  w a s  v e r y  l i m i t e d .

C h r i s t a l l e r ,  h o w e v e r ,  was t h e  e x c e p t i o n  d u r i n g  t h e s e
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evolutionary days of geographical thought (see 

chapter eight). He laid out a conceptual model 

with a definite set of assumptions that enabled him 

to deduce a geometrically regular pattern of centra, 

places of different hierarchical orders. Despite the 

failure of some elements of his model to withstand 

empirical testing the model i$ generally accepted as 

a valuable formal statement of the spatial 

arrangement of towns and service centres in market 

economies under his assumptions. Manufacturers in 

a special demand situation, whose production is 

punctiform in location, and whose products 
marketed areally, would find his model as a useful 

guide to their understanding of the spatial pattern 

that can be adapted by their kind of manufacturing 

firms. Through his model these manufacturers would 
understand better their spatial margins of production 

in case they made a decision to locate on any point

over any physical space.
August Losch improved on the Christaileran 

model, and described the general spatial relations 

in a series of simultaneous equations that 
general equilibrium system to describe abstract 

interrelationships of all locations. He was 
interested in giving an orderly general descripti 
model of spatial interaction of economic activities 

following his deep belief that there must be order and
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reason underlying the apparent spatial chaos in the 

world. In a simplified model of spatial ecui 1 ionum 

ne arrived at an ideal distribution of homogeneous 

producers best fitting over a homogeneous, unitropic

space - arranged in a set of nexagons similar to those 

of waiter Christaller. Both him and Christaller 

believed that the hexagons have the geometrical 

characteristics that best fit a spatial plane in a 

market economy where firms are located in equilibrium; 

so that each is equidistant from the other; and so 

that each minimizes the total distance from its point 

of location to the market area.
Kis conclusion were more rigorously derived, 

but similar to those of Christaller; although the 

latter arrived at his from above - the biggest 
Losch rigorously tackled his unitropic plain from the 

smallest firms, and incorporated competitive and 

optimizing economic rationale' to show spatial 
interaction of producers of homogeneous products; and 

consecuent location of the so called first pt_dc_t
fitms. he then introduced specialization and 

agglomeration economies to explain the formation of 

higher order firms; where each successive order would 

be arranged in a hexagonal pattern similar to tnose 
of the first order, but with commensurate trade areas

to fit the order under scrutiny.
Ke rejected the Weberian least cost approacn
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in his profit maximizing axicius, anc concentrated 

on tne demanu side of the problem. Consequentl v ,  h» 

became so preoccupieo with the demand side tnat he 
neglected the supply side of the problem. He 

elaborated on the supply side (cost function) briefly 

due to the fact that he considered its main short

comings as associated with the availability of data, 

and problems of data separation into their basic and 

non-basic components - the identification problem.

Melvin Greenhut (1956)

cost approach, after examining both schools of thought 

that had developed from Weberian analysis on the one 
hand, and Christaller-Loschian analysis on the other.
He attempted to harmonize the two approaches by 
examining how both cost and demand factors influence 

plant location. He identified the major location

factors and subsequently singled out the costs of 
transport as the major locational determinant; to oe 

distinguished from the other locational determinants 

rather than be confused with them. He identified 

spatial differences in demand elasticities for 
industrial output as the main cause for either dense 

or dispersed distribution of the same kind of 

industry over space. Infinite elasticities of
demand for products tend to yield punctiform locations
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while zero or near zero elasticities would tend to 

disperse firms over space, given spatial variations 

in transportation costs - and their influence on the. 

delivered price of the product. Greenhut also 

considered externalities and agglomeration economies 
as important causes of industrial location; and added 

another new and ordinal dimension in industrial 

location theory hitherto accorded insignificant 

attention - namely - personal considerations of the
D

entrepreneurs in industrial location decisions.

Walter Isard, (1956, 1960)

Isard attempted with plau 

rigour to integrate location theory with general 

neo-classical economic theory - attaching great 

importance to such integration; because he was' 
convinced that industrial location decision are, 
after all, economic decisions. He used the principle 
of factor substitution (isocost/isoquant analysis) as 

what he deemed to be the "missing link" between 

industrial location theory and other branches of 
economic theory. His work^ is a great synthesis of 

all location theorists preceeding him like Von Thunen 

Ricardo, Launhardt, Weber, Palander, Hoover, 
Christaller/Losch; and other general equilibrium 

theorists. It forms the "meat" of the skeleton of 
modern neo-classical industrial location theory that

was constructed by Weber.
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Other Contributors

Since Walter Isard the number of location 

theorists has increased tenfold. It can be said that 

the field is now well occupied by able researchers 

who, often, have published authoritative findings 
on various aspects of location theory in general, 

and industrial location theory in particular. New 

techniques of analysis in all aspects of location 

theory have been developed by aid of the electronic 

computer and new statistical techniques. The parade 

of these social scientists is endless; but a few 

deserve to be mentioned in this brief outline without

scientists in this field.

E.W. Raws ton

E.W. Rawston (1958, 1969) was interested in

finding out to what extent the choice of industrial 

location is restricted by various factors in its 
adjustment towards economic optimality; and how such 

restriction comes about. He identified three factors 

that constrain such location as physical restriction, 

economic restriction and technical restriction. 
Physical restriction to viability would define the 

extent to which natural resources are available; 

economic restriction - the spatial margins of 
Profitability, technical restriction would encompass 

the need for specialized factor combination



482

macninery, labour, etc., how such need has been 

satisfied, and constraints in the way of such 

satisfaction. His analysis was geographical in 

approach, and managed to bring geography closer to 

economics by getting close to the root of the subject 

the emphasis on industrial cost structure.10

Allen Pred

Allen Pred (1967, 1969) used his new concept 

of Behavioral matrix to explain the causes of sub- 

optimal industrial location decisions in the real 

world, which cannot be explained by theoretical 

deterministic models. Variat
information available to each entrepreneur and each

entrepreneur's ability to utilize such informatio
.

(which also varies between entrepreneurs) would 

determine how each entrepreneur behaves in his choice

of what he thinks is the optimum location for his 

industry. This - coupled with Greenhut's Per sona 1 

Considerations concept - gives a more comprehensive 
view on the sub-optimality in industrial location 

that is so prevalent in real world situation.1 of 

market economies at the moment. ihese t*/o agree 
with recent advances in neo-classical economic theory 

which concede that an entrepreneur need not aim at 

profit maximization only, but he could also be a 

satisficer12 aiming at a minimum level of profits, 
so long as his other non-economic considerations
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(like toeing in his hometown, near good sporting
. . .  * * faciilties, near his girlfriend, etc.) are satisfied.

David M. Smith (1971)

D.M. Smith, from whom this "parade" of 

locational analysts has been abstracted,13 (and to 

whom I am indebted for most of this chapter) 

synthesized all the earlier work in his authoritative 

text Industrial Location and developed the concept 

of the space cost curve based on Weber's Isodapanes 

and Palanderan threshold area analysis. He 

incorporated this in his variable cost model of

production costs as affected by variables like 

entrepreneurial skill, locational subsidy, external 

economies, substitution between inputs, scale of 

production and personal considerations.

F.E. Hamilton and Others
In the work edited by F.E. Hamilton called

14Spatial Perspectives on Industrial Organizat ion 

a sample of the current research into industrial 

location theory. Some of the major concerns of the 

modern regional scientist and industrial location 

analyst are highlighted throughout the 1970s decade. 

The scientists of the latter half of twentieth 

century are concerned that hitherto industrial 
location theory has concentrated on the analysis of 

uni-product firms, which are unconstrained in their

* ^  ^
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financial resources; and could choose to locate anywhere 

in an idealized homogeneous unitropic space. Citing 

cases from the 20th century developing countries and 

Western Europe during the early stages of industrial 

revolution the contributors in this work show that 
the multi-product multinational firm has not been 

sufficiently analyzed. They show that a gap exists in 

the neo-classical analysis of the often dominant trans

national or multinational industrial firms. In their 

opinion, locational determinants for these, and their 

relationship to the developing and developed economies, 

needs greater treatment in industrial location theory.
mOne of the authors poses the question satirically and 

theoretically, in the form of a hypothetical corporation 

called Gismo Inc. ; a mushrooming multinational that

changes its operational headquarter locations several 

times as it achieved new trading roles overtime.
The authors manage to demonstrate that the uni

product firm, constrained by both spatial and financial 
parameters, would behave differently from the classical/ 

neo-classical profit maximizing firm by having no 
alternative regarding the space of operation and the 

financial constraints. This kind of firm would 
focus its attention on what to produce, given the 

constrained locational consideration rather than 

where to produce the particular product.
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is the case with the embryonic industries in 20th 

century developing countries and in the 17th, 18th and 

19th century industries in the industrial revolution 
Western Europe and North America. In the other 

extreme end the multinational would be so diversified 
in products that the individual location of one 

operation in any one country may carry very little 

weight as long as it does not violate the overall 

business policy of the multinational concern. The 

country cf location and the financial risks in them 

would be of greater relevance to the multi-product

monopolistic concentration would affect the locational 

considerations and uhe scale of operations.

Two of the authors in this work suggest that

the multi-product multi-factor input corporation would

locate at a position where it equalized all marginal
rates of factor transformation with the marginal

revenues realized in the sale of the combined outputs
produced in a multi-product situation. The marginal

rates of transformation by these authors also include
input transportation substitution, residue disposal

substitution (under different technologies and ratios

of product output) or pollution control. These would

ko equalized to the marginal revenues of different

combinations of output for equilibrium to be attained
16ln this kind of the firm.
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Inter-city input/output multipliers and 

industrial linkages are also explored by Allen Pred 

in this work. He suggests a general probablistic 

model for inter-city/inter-industrial interaction, 

in the place of the simplistic Loschian-Christalleran 

hierarchical model so prevalent in contemporary 

neo-classical industrial location analysis. He 

emphasizes on the behavioral pattern of the industries 

in the process of spatial interaction and diffussion!7 

Organizational behaviour is explored as it affects 

the spatial distribution of hierarchically ordered 

parts of a multinational The phenomenon of ***»*-*« 

information flows in market economies is given focus; 

case studies are reviewed to impart reality in the 

analysis of the process of industrial location 
decision making; and suggestions for farther studies 

are given some focus.
In general neo-classical industrial location 

analysis is an area where active research is now 
progressing, with new findings coming out every time 

that have exciting implications and conseguences. 

Current research has been greatly aided by use of the 
electronic computer in multi-variate analysis of the 

numerous factors that influence industrial location

complicated situations and alternatives can be

simulated. "The struggle continues...."
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INDUSTRIAL ORIENTATION AND LOCALIZATION

Soatial Distribution of Industrial Activity

In chapter eight we explored the Central Place 
Theory, and discovered how in r.arket economies 

activities of different orders tend to locate 

themselves in central places of equivalent orders; 
so that they may command a spatial market - 

commensurate with their threshold - for their goods 

and services. This way, the largest city in a 
region would contain industries and production 

activities of the highest order in that region; and 

its role as a service centre would be enhanced by
i

housing as many of these acti
Similarly, it would be expected that in the socio
economic setting the smallest central place would ^  

house very low-order and lcw-threashold types of

activities befitting its market area.
Under the assumptions of the central place 

theory a hierarchical arrangement of central places 

over the regional space is the result. Similarly, 
as far as industrial activity is concerned, if any 

activity had differing orders, or a hierarchy of 
activities, it would be expected that the lowest 
hierarchies of these activities would Le located 
in low order central places; and this would continue 

until the final process would be completed in the 
central place of the highest hierarchy - if the final
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output is a high order threshold good. The reverse 

would be true for a low order good - administrative 

activity for example. As an example, it might be 

hypothesized under these conditions that small 

components of a large machine could be located in 

low order central places, and the transportation 

system would facilitate collection and assembly in 
a central city, within a specific region. Similarly, 

a high order good may be distributed to consumer 

centres from high order cental places - e.g. the 

filtering of administrative activities.

However, this is not exactl 
real life. The virtual or apparent pattern is only 

possible if all the assumptions of the central p] 

theory were to hold true. One of these assumptic 

of this theory is that all industrial activity is 

market oriented, and locates centrally, so that it 

can serve a spatial market. The other is that 
because of this market orientation, industry would 

tend to 'measure itself up' to its market area; and 

the entrepreneurs will select that area that 
maximizes sales, revenues, profits, and at the same 

time minimizes costs. The costs to be minimized 
include transportation costs - hence the logic of 
their locating at the centres of their threshold areas

On the other hand, the Weberian approach to
that the markets forindustrial location assumes
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industries are punctiform, and that industries need 

not locate at the market centres because of the 

desire to minimize the costs of transport.

Weberian analysis suggests that industries could be 

raw material oriented, if it is more costly to 

transport raw materials to the place of production 

than the product to the market. This happens if the 

industrial product looses weight and bulk in the 

process of production. The reverse is true if the 

final product is weight or bulk gaining. This causes 

the industry to locate near the market or consumption

centres in orcier to
transport. Thus an industry like saw mill Ire wil.J 

tend to locate in the forests, where logs would be 
cut down, shorn of all bark, branches and twigi, and

sawn down to convenient timber sizes; which can be

easily carried to towns and consumer centres. By 

contrast, a furniture making industry will locate
near the market-centres because it is bulk gaining 
and because transporting furniture is expensive over 

long distances. Furniture tends to be delicate in 

nature transported over long distances.
Therefore, location nearest the greatest number of 
purchasers is the most logical decision for ar. 

investor in a furniture making industry.
Using the same analysis - or the same logic 

of orientation - answers have been found to why
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smelting industries (like copper smelting, 

aluminium smelting, etc) are located near the mining 

areas because of the weight loosing nature of their 

final product. Soda water industries, beverages 

such as beers, whiskies, etc are located near their 
markets because of the bulk gaining and weight 

gaining nature of the final product. Thus, the 

Weberian analysis, at first sight, does not seem to 

be related to the general location theory of 

industrial and economic activities as postulated 
through the Central Place theory, and the related 

location theory.
Moreover, using statistical methods such as 

the analysis of geographical coefficients "g" (or 

the coefficients of localization) it has been found

that industry is rarely located in response or in 

relation to the market centres. This is because 

whereas the system of cities postulated in the

central place theory assumes the homogeneous 
distribution of natural resources, unitropic 
transportation, homogeneous distribution of population 

the location of industry theory focusses itself on 
the location of production activity in a plain where 
all these assumptions are relaxed. Natural resources 

are located in punctiform locations in real life, 
which are unevenly dispersed. Transportation costs 

increase unevenly with distance; because of the 
that the actual plain is far from being unitropic.
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In real life, population is located in are.is of 

concentration, such as cities; or fertile agricultural 
regions; and sparse in areas that are unfavourable 

for supporting it - like deserts, swamps and marshes, 
mountainous areas, etc. Thus, production would be 

located only in areas suitable for it; and it is 

assumed in the Weberian analysis that the location of 

people would tend to follow production activity, and 

live near their jobs.
The coefficient of localization (coefficient of 

"g") therefore examines the actual setting of industries 

under real l i f e  situations.
construction of this statistic are irrelevant for this

1 Relementary introduction. However, it can be said 

here that the statistic varies from zero to 1.0

If the coefficient is zero for any industry or 

productive activity it means that such activity is 
located in exact correlation with the market centres, 

that the industry is directly related to the central 
place hierarchy (as postulated by Weber, Christallei 
and Losch). This is because the statistic relies on 

comparing the differences between the percentage 

of industries for the whole region that is located in 

a specific sub-region with the percentage of 
disposable income distribution of all consumers of 

the whole region - that are located in that sub 

region. (The percentage of disposable income
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as a surrogate to measure the spatial distribution 

of consumers.) The difference turns out to be zero, 

in the latter case; and any subsequent mathematical 

manipulation according to the requirement of this 

statistic still brings the final result to zero if 

industry follows the patterns of the disposable 

income and therefore the product market. Such a 

distribution of the location of industrial activity 

is described as disperse or’dispersed" distribution.

If the coefficient is 1.0 it shows that 

industrial activity is concentrated in one region 

where there is l i t t l e  or.no in com egfcU iM N K '-M M M  

consumer effective demand. The location of that 

particular industry would be at deviance with central 
place theory. Again, the differences are compared, 

and figures near 1.0 are obtained in this case.
Farther manipulation according to the requirement of 

this statistic would bring the figure close to 1.0 
under these circumstances. Tne results imply that all 

the industrial products manufactured in the region 

are shipped out of the region; and are consumed in 

market centres situated out of the region. In other 

words, the coefficient, at all values between zero and 
one, indicates the proportion of tne industrial 

products that is shipped interregiona1ly to other 

markets that are not within the regions producing the 

product - the region wherein the industry is located.
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The statistical analysis and other real life 

experiences have revealed first order industries that 

are located in the highest hierarchies of central 

places and very high order industrial activities 

that are located in or around first order, second 

order or third order central places.

The problem now remains on the attempts to 

reconcile the two approaches of the location of 
industrial and economic activities over space. 

Beginning with the Weberian Orientation principle, 

one can assume punctiform markets, punctiform

One can then concentrate on the total revenue and 

total cost functions and find the least cost location 

of industry. The input combination would be such as

to bring about the substitution of those inputs that

are more costly than the others ,• See figure 10-i>.
Consider two alternative sites, (1) ^nd (2) 

where (1) is at the centre of the firm s market and 

(2) is in any other place that is not in any way 
related to the market, but is near a raw material 
source or any other place where some vital input X is 

least costly. The production process may require 

the two inputs X and Y where X is concentrated in 
one location away from the market? and its price is 

lowest there. Y is uniformly priced everywhere.
of input X at, any site (2),The lower price
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FIGURE 10-5: Illustrating wha^
happens when location change is cons ere .
Any shift in location means that new ch p 
inputs will be substituted fo^ those tha 
have been rendered expensive by - * D 82)
(SOURCE: H .0. Ncurse, Regional Economic^, p.
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causes isocost lines such as AB to shift to Ac. 

Consequently, more of the inputs can be purchased with 
the same outlay at site (2) than at site (1). In 

addition, a greater rate of production, 02 can be 
produced at (2) with the same outlay as at (1). 

Another way of stating this is that each rate of 

production, such as Q1 and Q., can be produced for 

less at site (2) than at site (1). Thus the total 

cost curve in figure 10-5 (b) would shift down to IC 

as the plant locates nearer site (2). Taking all 

factor inputs into account, this may not be the most 

profitable site. If we assume that the density of 
>pulatTon is not uniformly distributed, and site (1) 

is the centre of the density of the market, the total 

revenue curve in (b) will also shift downwards to 

possibly TR. The actual shift in the total cost 
function takes into account the possible substitution

of the cheaper input X at (2) than the relatively 
more expensive X at site (1) that is the market centre. 
In this case the combination of inputs represented by 

H in (a) shows a great ratio of input X to input Y at 

site (2) than would be used at site (1)- depicted 
by combination D. The slope FG represents the ratio 

of input prices at site (2). The line AC at this 

slope also represents persistence in this input 

combination that yields a higher level of satisfaction 

E; than either D or H. E lies on isoquant Q2, while
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D and H lie on Q1

This theoretical illustration demonstrates what 
happens in the case of all instances of orientation 

as described in the Weberian analysis. Any shift in 

location means that in the new location the expensive 

inputs will be substituted for other cheaper ones at 
the new location. "The test, then, of whether the 

shifting of the plant centre to the input source is 
an optimum solution, depends on the profitability of 

the new production process at the new point of 

industrial location." This is what is aimed at

19

a list of input costs for alternative location points 

that is compared to see which location iias the least **

overall input cost; and therefore the least average 

costs of production per unit of output.
Assuming, then that the cost structure at the 

new location (2) that is not at the market centre is
low enough to allow the product to be transported to 

the market (1) and still remain cheaper than the 

products produced at the market centre (h » this 
industry will be located away from the centre of 
market concentration. The transportation network will 

be used to ship the products to the market; and the 

inhabitants located at this centre (which has so far 
been assumed as punctiform) will prefer this product

during the comparison of cost structures of this 
f f n a u s t r ^ a ^ ^ ^ ^ p o t l ^ o c a t l o n s / c o s t s t r u c t u r e  moa
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to the one produced at the market centre (1). Thus 

(2) will be the seat of the industry of thi* good and 
(1) will be supplied with it from (2).

In most cases, market concentration centres 

are also distribution centres, such that the good 

produced at (2), shipped to (1) will be distributed 

to all consumers surrounding (1). This means that 

the consumers may either come to pick it, or 
wholesalers may arrange for its transportation to 

its numerous points of consumption. This way, we 

are assuming that centre (1) is a central place that 

serves a spatial area of a specific hierarchic a

reconcilled by taking all the market centres or 
central places as.centres of distribution that need

not necessarily be the same as centres of production. 

The central places play the role of collecting all 
goods produced within their thresholds and farther 
a field, if the costs of transportation allow. They

then distribute these goods to the consumers 
surrounding them, or settled within them; a c c o r d i n g  

to their hierarchical order. Thus, cement produced 

in Athi River, near Nairobi but not within the 
boundaries of Nairobi (Kenya) will be transported to 

Nairobi and then distributed all over Kenya and East 

Africa - Uganda, Burundi, Tanzania, etc. Similarly, 

cement from Bamburi near Mombasa goes into Mombasa
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first/ and then it  can be shipped abroad, or into the 

Kenyan and East African hinterland of Mombasa. 

Therefore, although cement is raw material oriented, 

the transportation and distribution system probably 

makes it be distributed in accordance with the 

hierarchy of central places once it has been 

transported to the nearest central places. It rust 

be noted here that most consumers of cement in Kenya 

get it from the nearest divisional or district  

trading centres; which in turn would have obtained it 

from Nairobi or Mombasa through the transportation 

network. _ . . -

This way, industry can obey the principles of 

the least cost location as explained by Weber, and 

at the same time the theory of the hierarchical

distribution of central places can have empirical 

relevance. The Weberian approach considers the 

situation where the assumptions of the central p i  a r t  

theory are relaxed. However, the t r a n s p o r t a t i o n  and

distribution system serves as the unifying a ink 

between the two approaches and retains the validity 

of the central place theory as well. With this in 

mind we can go to consider the factors affecting the 

industrial cost structure in various locations in 

greater detail. These would be the real . i fc  

variables that would disturb the assumptions of the 

central place theory, and that would cause industrial
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activity to be located in other place* thar In dlroct

correlation with the distribution of the market, and 

with the consumer disposable income - as detected 
using the Coefficient of Localization statistic.

Industrial Cost Structure 

We have seen in the foregoing analysis how 

cheaper factors may be substituted for more expensive 

inputs when an industrial plant decides to locate 

in some least cost location. These more expensive 

inputs are the kind that the least cost location is 

not endowed with, despite its greater productive 

MUH comparative advantage in relation to  every other mw( m m  

location. The shift in isocosts and isoquants that 
results, and the shift in revenue curves (figure 10-5 ^

(a) and (b) is an indication of a change in costs 

and revenues as a result of movement between the two 

locations (1) and (2). It is an indication of the 
change in the relative costs of production between the 
two locations),. The isocost-isoquant analysis is a 
theoretical method of comparing the relative cost.-, 

between the two locations. However, tnis method 
assumes perfect knowledge of technology - different 
methods of factor combinations; perfect knowledge of 

demand and supply functions of all the factor^ and 

perfect ability to substitute all factors so that 
smooth isoquants can be the result. The analysis can 
also be plausible geometrically in a maximum of three
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dimensions. Mathematical conceptualization in a »ulti 
variable situation is handicapped by lack of data and 

variable identification problems. Current operations 
research techniques can reveal optimal combinations 

to near perfection, (especially using the electronic 

computer) but most of these methods operate within 

the constraints imposed by simplifying linearity 

assumptions and assumptions of constant returns to 

scale and constant imput coefficients. In most cases 

indivisibilities of imputs become difficult to deal 

with; and are reflected in slack magnitudes and 

residuals demonstrate^ b>
models. Although some entrepreneurs may have access 

to these methods, and the use of the computer is on 

the increase, most location analysts confined

themselves to choosing the location for their 
industry through simple analyses of industrial cost 

structures (in different locations)that border on

intuition.
These analyses entail researching into 

(collecting) all cost data in various prospective 
locations, adding those costs together, and obtaining 
totals for each individual location. If necessary, 

these could then be devided by the amount of output 
(quantity) to obtain the average cost of producing 
one unit of output in each location. The location 

where the average costs are least then qualifies
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the optimum and the most suitable location of the 

subject industry, where costs are expected to be 

minimized (while at the same time maximizing profits).

Table 10-1 illustrates in a simplified r inner

the way in which the cost structure of a particular
firm can vary between locations. This example is

based on the requirements of a manufacturing concern

in steel products industry, and shows the percentage

distribution of costs among five spatially variable

input categories in seven cities in Ontario, Canada.

The proportion accounted for by labour costs can be
seen to vary from a high 4 2.4 percent down to J5,3
per cent; while transportation, which U  arr.crnl 1 y loss

important than labour in percentage terms, has a

greater variation -  from 33.4 per cent to 24.8 per

cent. The costs of utilities (services) and of land

and buildings vary much less between alternative
locations. However, regarding the local taxes, the
variations are more extreme in relative terms thar

for any of the other inputs or necessities. *, ,e
differences in proportions reflect the variations

between the seven Canadian cities in the costs of
20the production inputs under consideration.

In this case the total costs have been computed, 

and the average costs probably compared between the 

seven cities. For a deeper understanding, each 

input has been reduced to a percentage of tMe tQt-*
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PERCENTAGES OF TOTAL SPATIALLY 

VARIABLE COSTS

LOCATION Labour Trans
portation

Utilities Land A 
Building

Local
Taxes

Barrie 36.6 32.2 17.1 8.7 5.4

Brahamton 42.4 24.8 18.2 9.4 5.3

Georgetown 41.8 26.6 20.6 8.8 2.2

Orangeville 35.3 33.4 19.7 7.5 4.1

Preston 38.0 28.8 19.6 7.

Stratford 36.8 33.4 19.7 7.5 2.7

Table 10-1: The cost structure of typical small steel

products Manufacturer in alternative Ontario Locations. 
(SOURCE: The Fantus Company, Location Consultants 
(unpublished); cited in D.H. Smith, Industrial 
Location: An Economic Geographic Analysis, p.31).
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cost in each location. This enables the 

entrepreneur to know which input will be more 

frequently purchased than the other one. If any of 
the inputs that is frequently purchased by the 

industry and is an important production component 

happens to be expensive in a specific location, this 
affects the level of the total costs. The best 

location therefore would be that which offers this 

input at costs that are relatively less in percentage 
terms than all the other locations.^

The costs of production between various locations

' - ' O T l  »T" W P 'i f  ' -

differ in different locations for other reasons than 
the quality of the work force - for reasons of 

cost of living between different locations. Fo
may be expensive, clothing, furniture, housing,

childrens’ schooling, mode of travel to work, etc., 
and this may cause labour to demand more wages in 

this particular location than in other comparable 
locations. Land may be expensive in some localities 
than in others. The type, quality and quantity 

demanded by an industrial process may be available 
in some locations at greater expense than in others. 

Fixed capital, equipment buildings, machinery, 
etc., may be expensive at varying degrees between 
locations, and their maintenance costs may vary from 
place to place. Raw materials, energy requirements,
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transportation rates, and entrepreneurial ability 

may vary in costs between alternative location*. 

Different locations may be under the jurisdiction of 

different governmental bodies providing specific or 

differentiated varieties of services, and therefore 
having different types of tax structure. Although 

industry may benefit from additional service* in high 

taxation regimes the benefit may not be so direct 
as to influence the level of costs significantly.

In most case, taxation is regarded as a net cost.
Financial capital may be highly mobile

get development capital from the bond market.
However the expectations, or psychological attitude 

of financiers - their aversion to risk - may have
some bearing on this mobility, so that in different 

parts of a large country various lending rate* have 
been known to prevail at different locations. In

East Africa the bank rates - nence lending rates
vary from country to country; and within Kenya they 
may vary from town to town, depending on the banker* 

policies. Small firms that are just beginning 
production therefore tend to locate in the home areas 

of the entrepreneurs, where the later can benefit 
from their being known by home bankers. Despite this 
the cost of financial capital could vary from place 

to place, and may influence the cost structure.
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Patterns of transportation costs are generally 
more predictable than those of the costs of other 

production inputs. One complicating factor from the 

regular location theory is that these are not merely 

a function of distance, but depend even on the mode 

of transportation, the kind of good, and the number 

of trans-shipment points on the journey from the 

location of the industrial firm to the market.

The way in which transport cost per unit 

distance is related to the total distance and the 
transport mode is that some transportation modes 

have greater initial loading andternmial unioa< 
costs; but then an overall cheap rate of transport 
per unit distance travelled. For example, the rafes 

of lorry transport tend to be proportional tc dlstanc 

because the loading and terminal unloading costs are 
minimal; and the fuel consumption of lorries varies 

directly with distance. On the other hand, railway 

rates tend to. increase at a decreasing rate with 

distance. The rate of decrease is not as much as 
water transport. Figure 10-6 shows tr.e three rites 
mapped together in a graph; and reveals that for short 
distances - say up to 300 km - it is most economical 
to use lorry transportation. For medium dis-anccs 
ranging from 300 km to 1,500 km the railway transport 

is the cheapest, and for very long distances over 

1,500 km the water transport is the cheapest.
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Perishable or fragile goods (such as fruit, 

household appliances, and furniture) cost more per 
unit weight to ship a given distance because the 

likelihood of loss is greater; and increases tne 

insurance rates. A higher value of some 

commodities per unit weight also affects these costs 

because of increasing insurance rates. The practice 

has been to discriminate against goods with high 

values per pound due to the fact that the demand for 

transportation services is derived from that of the 

goods to be transported. Thus the demand for 

transport services will be more inelastic, c^teris^ 
paribus, if theparticular transiSr^noaeTsuci 

a railway, is essential and there are no good 
substitutes ^jdS^railways. Also this oould b% dhtoMMC 
case where the total transportation costs are a 
small fraction of the total production cost. Under 

these circumstances the transport service can 
discriminate by charging different prices for high 

value and low-value-per-kilo goods because the
market can be separated without much cost; and the 
price elasticities of demand in different markets 
are different. If the transporter offered the same 

price for the two markets he w o u l d  obtain less 
marginal revenue in more inelastic high-value-goods 

market than in the more elastic low-value-goods 
market. Revenues would be increased increasing
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the transport price to the high value good* and

lowering the price to the low value good* - thu*

shifting the business from high value to low value
22goods.

Under these circumstances the location of 
industry will depend, to a considerable extent, 

on the type of goods to be produced, the expected 

transportation costs, and their significance and 
affect on the cost structure of the industry. One

entrepreneur may decide to incur high transport 

rates if by so doing he can forgo one major item

may be considered by a local authority, or the 
central government, if they want to decentralize 

industry from the main industrial area* to dij^^wBa

regions. In this case, the subsidies they give for

re-locating industry must be more than the 
transportation costs that would be incurred by the 

particular industry to be attracted.

Agglomeration Economies

These are economic benefits arising from 

firms deciding to locate near other firms that 
produce the same kind of good - that are dependent 
on other firms' outputs or from sharing common items 

of infrastructure with other industries; although 

these may produce a different kind of 900<̂ *
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Industries that benefit from agglomerat Ion 

economies may save in transfer costs if their major 
inputs are produced in the location of their 

agglomeration; and they do not have to purchase these 

from a long distance. These kinds of economies are 
called Transfer economies. Industries may reduce 

operational costs as a result of growing in the same 
place, and using the same infrastructure. This kind 

of agglomeration economies are called infrastructural 

economies. Urbanization economies are obtainable 

in certain urban areas if as a result of the complex 

interrelationship of
and services can only oe available in urban areas.

All kinds of agglomeration economies can be 

derived from public policy such as land use zoning,

taxation, and financial inducements. A local authority
or a central government could designate various arsas 

within cities or regions as industrial zones; and 

could equip them with specialized items of
infrastructure to such an extent that whereas no

*

industry would be permitted to be located anywhere 
else, the industries located in the designated zons#> 
would benefit from these infrastructural facilities 
and other policy-created incentives and subsidies.

In the same manner, a taxation policy could be 
designed favouring specific locations and penalizing 

others. This would tend to induce industry to be
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located in the savoured locations. An example of 

this is Kenya's de-centralization (from Nairobi)
policy.

Where industries do not benefit from 

agglomeration, but incur losses instead, we can 

talk about deglomeration economies or negative 

externalities. Social cost, pollution, traffic 

congestion, growing public consciousness against 

certain industries that induce adverse zoning, 

taxation, and location policy guidelines, etc., are 

some of these deglomeration forces. Scarcities 

caused by competition for resources, infrast̂ ruch 
and other facilities would cause agglomeration 
diseconomies, or deglomeration tendencies.

Figure 10-7 shows how agglomeration economies ** 
operate by reducing the average costs of production 
in every firm within the location of agglomeration. 

TAC is the total average cost of the firm. AC is

the average cost of providing some specializec 
service. This decreases with increasing demand for 
the service as determined by the number of industries 

demanding this kind of service. A few firms only 
would face higher average costs OC for this function, 

and many firms would pay only OD. When there are 
many firms located in one place, each will pay only 

OD for this service, and the total costs 
reduced by the amount that this function changes
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FIGURE 10-7: How agglomeration
economies operate by reducinq the average 
costs of production in every 
within the location of agglomeration. 
(SOURCE: Hugh 0. Nourse, Regional
Economics, p.88).
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from OC to OD. Deglome rat ion occurs if th« AC take 
an upward direction and pushes up the TA ' , .

TAG*★ *23

Other factors affecting industrial . '

would be such things as personal preference cf 
entrepreneur, historical accident - and the resulting
geographical inertia.

INDUSTRIAL LOCATION AND REGIONAL C.P' ̂  H

Public Policy
In chapter eight it was shown how the rate of 

growth of any region can be measured using various 

techniques like input-output, economic base and _

multiplier analysis. In the s ^ e ’ 
were made to illustrate in simplistic terms how growth 

occurs in any region, whether "nodal" or "homogeneous".

It was demonstrated that the major determinant of 
regional growth in market economies was the availability 

of employment in the region through the location of 

activities that tend to be horizontally linked with

others. As a result of these linkages, these
 ̂er»orific region and tend to activities locate in some specifi 9

activities, and the populationattract other economic
In this section anemployed in such activi

a show in theory how public
attempt will be made

• CO these "growth - kindling" a c t i v i t i e spolicy may induce these g 24
V, can be implemented.

in , region; ond ■” 1K1
A public policy couW b. . « <  “  - »
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programme of action set forth by the people and their 

representative government in pursuit of economic or 
social objectives. A policy defines the actual 

implementation methods; it has goals and objectives 
to be achieved through any defined methods. It 

operates in a definite area that could take as many 

sizes as the region. It could be restrictive if it 

defines those actions that must not be allowed only, 

leaving the community or population to choose any of 

the remaining unrestricted alternatives. It could be 

permissive; specifying these measures that may be

may be implemented using different strategies; 

depending or its objectives. Methods of implementation 

vary from uncordinated local village actions to
complete regional and metropolitan plans based on

sophisticated econometric models.
As an independent variable, the policy affects

the spatial arrangement of economic activity by
modifying economic conditions under which numerous 

choices of plant and activity location are made. 
inducing a specific pattern of industrial and 
economic activity, the policy may cause a significant 
trend, pattern and rate of regional growth that would 
affect demand for various activities ~ space to locate 

these act ivities - demand for land - and ultimately, 

the value of land, on this regional space.
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As a dependent variable, policy may be subject 
to the existing characteristics of land use patterns, 
economic development trend, and industrial location 

patterns. Public policy is made within the existing 

physical and socio-economic constraints, which 
determine the limits of what planners and policy 

makers can hope to achieve through the implementation 

of policy dictates.

Regional Economic Problems

Policies are made to solve certain problems 
that are evident in certain regions. The existence 

of these problems depend on the s e s  an*, ptccep^onf & &

of the inhabitants or citizens of each region or 
country. Existing conditions are cited - and th«> 
disadvantages caused by them are deflnevi. These

disadvantages are relative to whatever goals and
concepts of social justice the inhabitants of tne 

region hold.
A regional problem can therefore be defined as 

some unsatisfactory condition associated with a region 

in view of the goals and concepts of social justice 
within a region. The existence of slums in cities and 

areas of poverty in the countryside regions are 
some of these problems. Adjectives such as dipressed, 
poor; underdeveloped, blighted, etc., have boon used 

to describe regions with that kind o. a problem. 

underdeveloped area has low medium incomes as
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compared to better off regions. It lacks in 

industrial activity, employment; and at times It 

has underutilized resources. To correct these, the 

timing of development policies is important. In 

addition, appropriate resource development technologies 

have to be devised. These have to utilize the 

resources available within the region rather than 

those obtained from other regions. This would create 

employment, and at the same time bring about economies 

of scale through saving on transfer costs. The 

industries that should be located in such a region

should be Propulsive - such y i M W M N M i
and would tend to attract many related industries

and economic activities - thus creating employment,
• m -vS* *-": iM M V *  • • .3' .

increasing income and welfare of the population of

the region.
A digressed region has already experienced a 

high level of development, resource utilization and 

industrialization, but during the time under 
consideration it has unsatisfactory economic performance 

as compared to other regions - judged from the norms 
of the community occupying the region, and the nation.

Causes of such dipression are numerous, but can be 

due to decline in demand for a region s exports, 

decline in comparative advantage in regional 
industrial activities - i.e. increased production cost, 
in the region; or exhaustion of regional raw materials.
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The depression is typified by manpower, capital and 
other factor unemployment within the region, 

public policy for solving the problems of such a 

region revolve around economic re-development, uaing 

similar strategies as those of an underdeveloped 

region; but bearing in mind the causes of regional 

decline and the state of affairs in the region 
generally.

A congested region is one in which development 
has reached a point of diminishing returns. In such 

a region the aggregate average cost of production is

descriptions. These may occur because input and raw 
material costs are pushed up by transport costs, 

scarcities are created by congestion - such as lack

of office space, traffic and transportation
"bottlenecks", lack of additional skilled labour, air 

pollution and environmental deterioration, etc.

Industries that have vital linkages to the others 
may begin to leave the region, causing adverse
externalities on the remaining industries and the

economy in general. *
\+

Such a congested region would require high
capital outlays in re-organizing production and 

economic activities in such a way as to reduce tr.e
congestion and the concomitant adverse externalities. 

Cost-benefit analytical approach has to be adapted to
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see what impact the replacement of the existing 

industries with new ones would nave on reducing the 
degree of congestion and on regional growth.

^ Generally, regional underdevelopment of any 
kind in a market eccncmy reflects uncertainty in the econany. 

discourages investment; and reduces effective 

demand for goods and services. The relevance of this 

to land economics is enormous; because anything 

affecting the general l^vel of demand will ultimately 

affect the level of investment, and the property market. 

Underdevelopment can only be perceived through

AMBAmrfChich W  change iM M M M A M

through time. This is because value systems that 
are utilized in identifying the problem are 
subjective, and vary between individuals, systems of

government and nations; and each or all of these *are

subject to change over time. Assuming that these 
norms are kept constant, or retain a plausible level 

of reliability, modern multi-variate techniques 

like factor analysis, areal grouping, etc., make it
easier in modern times to define problems and problem 

areas more objectively; because they help analyse 
the interaction of numerous variables simultaneously,
and in producing comprehensible results immediately.
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Regional Development Strategy

The process of problem identification gives the 
planning body a clear view of certain economic 

and social objectives. After this goals and targets 

are identified, depending on the socio-economic 
objective. Some of these overall goals could be 

aimed at maximizing national income, equalizing 

regional growth ratfes, reducing regional 

unemployment, re-vitalizing regional economic 

activities, etc. Once any, or a series of goals have 

been preferred, an exemplary model is constructed

main variables that account for the magnitude of the 

problem. The problem, with its magnitude, will have 
to be solved by influencing these variables In some

definite way or another. This influence is brought 

about on each problem variable by invoking policy 

instrument variables that overcome each deficiency. 
Once these instruments work, then the economic and

physical planners could say they have reached their
25required targets.

Some of these instruments could be aimed at 

conquering and internalizing adverse externalities 
through taxation , zoning, pollution control, traffic 

regulation, etc: - or creating posit w e  external 
economies through infrastructural or environmental 
development. Allied to this would be the process of
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attracting investment capital through financial 

subsidies, loans and tax exemption; and discouraging 

development in some regions through zoning and taxation 
Allied to all these would be the location of 

propulsive industries with positive linkages in 

specific areas where regional growth is to be 

encouraged. Different approaches of achieving these 

objectives have been taken and can only be discussed 
in greater detail in a more advanced work. The 

reader is referred to other texts of land economics

or industrial location for detailed analyses and
26

Whatever policies of regional revitalization 
are adapted, it must be borne in mind that they would 

be expected to have economic and social impacts that

would affect the general lavei of employment in the 
region, effective demand for goods and services; and 
eventually the demand for space on which to locate

economic activities. This, ultimately would be 
expected to mirror itself on the land demand. The
supply of the latter - being inelastic - wcxild 

contribute to increases in land values. So what 

happens in the region (either caused directly by 
government intervention, or by the general economic 

forces) is of great interest to the real estate 
analyst. Most of the positive or negative economic 
policies have direct effects on the expectations and
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psychologies of investors in land; and this may 

trigger speculative moves, which have direct effects 

on land values - even before economic forces have
their full impact.
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CHAPTER ELEVEN

ORGANIZATION OF EAST AFRICAN REGIONAL SPACE

Introduction

Having examined the nature of the spatial

distribution of economic activities in regions, we now 

turn our attention to what actually has happened in 
East Africa. As we shall see shortly, this spatial 
pattern that has developed in Kenya, Uganda and 
Tanzania is somewhat typical of the spatial patterns

geographic picture of the arrangement of land use; 

which w ill  look complete by the end of chapter
twelve. We are aware that in East Africa some of

the available land is put to urban use. The spatial 

distribution of urban areas will be our focus. We 
need to understand how come such land use came to be 
allocated to specific nodes on the general East African 
space. After this analysis the nature of the land 
uses that fills the space between urban nodes and its 
interconnecting transportation infrastructure will be 

examined in chapter twelve. In the same chapter the 

nature of land use - the spatial distribution of 

different land uses - within last African cities and 

urban areas will be explored. In reading through

of developing countries in general. Our examlnati 
of the East African case will give us a small seal
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these analyses, tne reader must bsar in mind that 

* *-:eaht serve only introductory purposes; 
and that research into the spatial systems, rural 

and aroan land use distribution is still going on.
The East African Spatial System

Land use in East Africa can be classified into 

two; (a; rural land use and (b) urban land use. The 

former type of land use is largely a function of the 
East African physical environment as we shall see in 

the next chapter. It comprises farmland, forests, 

national parks and unused land - such as deserts, 

scrubland, etc. Scattered among tne space occupied 
by rural land are urban areas of different sizes, 

interconnected by communication network - roads, 
railways and telephone lines. The spatial distribution 

of land use, urban areas and communication networK is 

what is called a spatial system. The term connotes 

the way urban areas of different sizes are spaced from 
one another, and how they are interconnected by 
communication infrastructure through which trade and

other innovations flow from one urban area to another • 
Such a meaning lays less emphasis on the distribution 

of rural land use; but does not exclude such 
distribution altogether; because, as we saw in chapter 
eight, rural land use forms the spatial hinterland of 

urban areas; and urban areas cannot exist without the 

hinterland that they serve. In view of this, the Losch
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Christaller model and its later elaboration by people 
like Walter Isard and others is an attempt to propose 
a normative spatial system over some specific landscape 

An enquiring reader would then wonder whether 
in view of the Losch-Christaller model* the Cast 

African cities have the definite spatial order 

aporoximating these models. The reader would want to 

investigate the nature of, the causes of and the 
differences between the East African spatial systan 

and the ideal spatial systems of these models.
However, before we can discuss the East African spatial 

)attern and landscape* JLt is useful to. know what 
meant by an urban place, or an urban area in an East 
African context. D.R.F. Taylor defines an urban place 
from the Kenyan context as ".... a place that <>j for* 
services in at least four of the following five main 
urban function (s) : administration and protection, 
social services, communications and transportion, 

commerce, industry and power. Al* the settlcne.. s 
offering these services, no matter what the si2€ are 
defined as urban places. Taylor does not obviously 
overlook the definitions offered earlier regarding 
the smallest urban places. We can therefore say that 

urban areas of population 2,000 and above are 
Places in accordance with the definition offered by 

Taylor, as long as they perform the stipulated

functions.
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Although made i n  the  Kenyan c o n t e x t ,  t h i s  

definition of urban p l a c e  or urban a r e a  i t  a p p l i c a b l e  

to Uganda and Tanzania b e c a u s e  o f  the s i m i l a r i t y  of 

the socio-culturai and economic backgrounds  o f  t h e s e  

■v C'ti.er c o u n t r i e s  to Kenya. The t h r e e  c o u n t r i e s  

have had s i m i l a r  colonial experiences from the British
with the exception of a brief period during the first
two decades of the Twentieth century when Tanzania was 

under German rule. This is not significant - as we 

are about to see - because the two colonial systems 
had one thing in common, i.e., colonization; and the 

fact that two colonial powers were Involved 
very little difference. The only significant dif 
between the three socio-economic systems occurred 
recently, during the post independence times; when 
Kenya opted to adapt the capitalist "social democratic" 
socio-economic system - as Tanzania went socialist under 
the Arusha Declaration of 1967 and the subsequent 
Ujamaa policy. Uganda has experienced considerable 

political strife during the Idi Amin regime (1971-1979); 
which disrupted the socio-economic direction towards 

socialism that had began under the first Milton Obote
regime (1966-1971). These changes are, however, fairly 

recent; and the nature of the spatial system has not 
experienced considerable impact from these changes in 
the socio-economic direction. The spatial conception 

of urban place or urban area as advanced by Taylor
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therefore applies to the spatial systems of all the
three East African economies.

A discussion of the nature of the spatial

system that embodies the hierarchical arrangement

of urban places and their interconnection by trsns*
portation network will therefore take urban places as

defined by Taylor. The inclusion of the communication
network in the discussion is essential/ because the

#
network forms the avenues of growth for both the 
rural areas and the urban area hierarchy by facilitating 
trade in the form of flow of goods and services, 

together with diffusion of ideas and mnovatioi 
between urban areas of different ranks? between urban 

areas and the rural regions. In chapter eight we 

discussed how e x p o r t  t r a d e  causes the stimulus o f  

growth for all regions. Export of goods, ideas and 

innovations from either urban or rural regions 
creates high levels of employment within the exporting 
regions through multiplier effects that are generated 
from incomes earned from the sale of these exports.
We can say in simplistic terms that the communication 

and infrastructural netowrk is the tubes or avenues 
along each urban place, and into each rural region.
It would therefore be immature to talk about any spatial 

system without including such networks.
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&

Colonial Spatial Systems 

The spatial systems of the three countries beer 
heavy imprints of the histories of econoric development 

of each of the three countries - colonial penetration, 
and colonial development - that could be said to be 

typical of all those countries in the third world vhich 
have been under colonial domination. In discussing 
regional development and regional planning in the 
countries of the third world, Galina V. Sdasak outlines 
how the spatial systems of these third world countries that 
have been impacted by the institution of colonialism.
The colonial administrative processjand ecoi 
that introduced western civilization into the third 

world countries worked mainly with the interest of 
exploiting natural resources, and obtaining raw 
materials from colonies to fuel the industries of the 
metropolitan (colonizing) countries. After goods have 
been manufactured they would then find markets within

colonies - thus enriching the economies of the 

colonizing powers. This basic fact lea to the 
development of the spatial system and communication 
network that allowed the extraction of natural resources 

and the marketing of goods manufactured in the 
colonizing countries only; with very 1-ttle regard 
the development of indigenous inhabitants. Aress 
within colonies that were not endowed with natural 
resources were thereby neglected. Consequently,



528

regional development within colonies took place only 
at the nodes where natural resource extraction was 

taking place; and along the transport network throu9h 

which the westerners passed. This is because western 

ideas and innovations that could be allowed to diffuse 
into the socio-economic systems of native tribes 

by colonialists could only do so involuntarily through 
contact; and such contact only occurred in the areas 

where the colonialists lived - extraction bases - and 
those through which they were interested in passing
in search of raw materials to fuel the factories of

, 2the metropolitan countries,
Evidence in East Africa and elsewhere shows how 

location of economic activities over space was affected
by this process of colonial penetration and exploitation.

The locational pattern of industries and economic 
activities was often at variance with the widely hoi : 
neo-classical theories of industrial location and u..c 

concepts of orientation embodied therein. For example#
I have pointed out elsewhere that the concept of raw 
material orientation for chemical industries die. net 
apply to cause a chemical industry to be located near 
Lake Magadi, Kenya, when soda deposits were dlecovered 

there in the early part of the Twentieth century.
Instead, the British colonialists just built a railway 

to Magadi - the source of the chemical raw material 

in 1913; and used the railway to carry away the
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material to Europe and elsewhere for use in the 

manufacture of chemicals. Therefore no regional 
development took place around Lake Magadi at may have 
perhaps taken place arising from industrial linkages 
with a chemical industry that should have been
developed at the lake, or elsewhere nearby within

3Kenya. Other examples of colonial extraction and 

exploitation quoted elsewhere in this chapter display 
naked interest in raw material exploitation for colonial 
purposes only, and very little else besides that.

Taafe, Morril and Gould, when considering the

third world with special reference to West-Africa 
explain the construction of transportation infrastructure 
in terms of such colonialist objectives as (a) the

desire to reach areas of mineral exploitation; (b) the 
desire to connect administrative centres at the coast 

with an interior area of political and military 
strategic importance and (c) the desire to reach areas 
of potential agricultural production. In addition, 
their study also reveals an awareness of colonialism.
They postulate that, as far as transport development 
was concerned, the situation in Ghana and Nigeria could
be characterized into different developmental stages 
from the time the colonists established initial trading 

posts at the coast to the time when t.-.e colonial 
economic system was in full bloom within these former
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colonies. In their study, they alto cited cases of 
East Africa, Erafil and Malaya at examples where their 
model could function; and concluded that the same 

pattern of spatial economic development occurred in 
North America during the early era of colonial 
penetration by Europeans.5

The Taafe-Morril-Gould transportation model 

starts with the colonialist landing at the coast* and 
establishing a series of sea ports. These ports form 

a series of urban nuclei scattered along the coast. 
The nuclei are functionally homogeneous in that they

4

are initially used as contact 
inhabitants of their hinterlands. They are also 

almost equal in size. Stage two of the model 
illustrates the establishment o f  major o f

penetration into the hinterland that minimize the
total transportation costs as they link the coastal 

centres (Px and P2 in figure 1 1-1 ) with the Inland

centres of colonial trade (1̂  and 1 2  ̂• -cns^
centres that are linked with the hinterland urban plac. 
by transportation network realize agglomeration economical 

and\grow faster than other coastal towns that may .van

have been founded at the same time, 

also, feeder roads begin to develop; 
the hinterlands of the coastal towns

At this stage, 
cris-crossing 
, and focussing on

. i nf this road network that arethe ports of the origin of tn*s ro*
. towns - ports. These majornow becoming major coastal
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FIGURE 1 1 - 1 .  A model o f  the d e v e lo p m e n t  of 
C o l o n i a l  S p a t i a l  and Transportation S y ste m s i n  th e  
less d e v e l o p e d  countries (SOURCE: E.J. Taa e, • • » 
M o r r i l l ,  and P .R .  G o u ld ,  "Transport E x p a n sio n  in  ̂
U n d e r d e v e l o p e d  Countries: A Comparative A n a l y s i s  ,
1963.)
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p o r t s  e x p a n d  t h e i r  h i n t e r l a n d s ,  e n g u l f i n g  t h o s e  o f  

s m a l l e r  a d j a c e n t  por t s  t h a t  e i t h e r  d e c l i n e  i n  im po rta nce  

o r  d i s a p p e a r  a l t o g e t h e r  -  b e c a u s e  of  d e g l o r e r a t i o n  

e c o n o m i e s .  In  t h e  t h i r d  s t a g e  t h e  f e e d e r  r o u t e s  f o c u s  

m a i n l y  on t h e  m a j o r  p o r t s  and th e  i n l a n d  c e n t r e s  t h a t  

a r e  s o u r c e s  o f  raw m a t e r i a l s  and c e n t r e s  o f  c o l o n i a l  

s t r a t e g i c  i m p o r t a n c e .  G r a d u a l l y ,  urban D i a c e s  grow a t  

s t r a t e g i c  p o i n t s  a l o n g  th e  main r o u t e s .  By t h e  f o u r t h  

s t a g e ,  t h e  t r a n s p o r t  deve lo pment o f  l a t e r a l  r o u t e s  

e n h a n c e s  t h e  c o m p e t i t i v e  p o s i t i o n  o f  m a jo r  p o r t s  and 

i n l a n d  c e n t r e s .  Due t o  a g g l o m e r a t i o n  e c o n o m i e s ,  

l o c a t i o n a l  and economic  adva n t a g e  a few urban p l a c e s  

a l o n g  o r i g i n a l  main l i n e s  o r  i n l a n d  p e n e tr a i  

(N and N2 ) be came f o c a l  p o i n t s  f o r  f e e d e r  road 

n e t w o r k s  of their own. They also begin to capture t he

h i n t e r l a n d s  o f  s m a l l e r  urban p l a c e s  a d j a c e n t  t o  

th e m .  E v e n t u a l l y ,  a t r a n s p o r t  network i n t e r c o n n e c t s  

a l l  t h e  m a jo r  u r b a n  p l a c e s  d u r i n g  the f i f t h  s t a g e ;  

and i n  t h e  s i x t h  and f i n a l  s t a g e  o f  d e ve lo p m e n t  the

e x i s t e n c e  o f  h i g h  p r i o r i t y  s p a t i a l  and economic

l i n k a g e s  r e i n f o r c e  the  a d v a n t a g e s  o f  a l l  urban p l a c e s

t h a t  have  now d o m in a te d  the r e g i o n a l  s p a t i a l  syste m ,

m aking  them t o  r e t a i n  t h e i r  r e s p e c t i v e  h i e r a r c h i c a l
6

o r d e r  i n  t h e  c o l o n i a l  sp a c e  economy.

A u t h o r i t i e s  in  R e g i o n a l  S c i e n c e  a r e  a l m o . t  

unanim ous  t h a t  t h i s  i s  t h e  t y p i c a l  t r e n d  o f  t h e  

e v o l u t i o n  o f  s p a t i a l  s y s t e m s  under c o l o n i a l l « m .  The 

p a t t e r n  i s  t y p i c a l  o v e r  t h e  A f r i c a n  c o n t i n e n t !  w h e re ,
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on t h e  o n s e t  o f  c o l o n i a l i s m  i n  the  e a r l y  n m e n t e e n t h

c e n t u r y  t h e  p r e - c o l o n i a l  i n d i g e n o u s  r e g i o n a l  t r a d i n g

n e t w o r k  was t r u n c a t e d  and d i s r u p t e d  by the  a r b i t r a r y

s u p e r - i m p o s i t i o n  o f  c o l o n i a l  b o u n d a r ie s  and t r a n s p o r t

n e t w o r k .  The c r e a t i o n  o f  t h e s e  c o l o n i a l  t e r r i t o r i e s

and s p a t i a l  s y s t e m s  had no r e l a t i o n  w i t h  i n d i g e n o u s

s o c i a l  o r g a n i z a t i o n s  and s p a c e  economy. The c a r v i n g

o f  c o l o n i a l  p o l i t i c a l  e n t i t i e s  -  r e f e r r e d  t o  a s
o

b a l k a n i z a t i o n ,  o r  a t o n i z a t i o n  o f  space -  u s u a l l y  

p r e c e e d e d  t h e  o r g a n i z a t i o n  o f  th e  c o l o n i a l  s p a c e  

economy.  The r e s u l t i n g  s p a t i a l  system was h i g h l y  

d i s s i m i l a r  to  t h e  one h y p o t h e s i z e d  by Loseh - C h j ^ s t a  11cr_, 
and o t h e r  n e o - c l a s s i c a l  location theorists. 

C o n s e q u e n t l y ,  when c o n s i d e r i n g  th e  s p a t i a l  

arrangement of c e n t r a l  p l a c e s  (urban p l a c e s ,  growth 
c e n t r e s ,  e t c )  i n  E a s t  A f r i c a  th e  L o s c h - C h r i s t a l l e r  

m o d e l  and a l l  i t s  su b s e q u e n t  modifications d o ea  not 

c a r r y  much w e i g h t .  The Taafe-Morril-Gould model of  

s p a t i a l  s y s t e m s  d e v e lo p m e n t s  i n  c o l o n i z e d  c o u n t r i e s  

and a l l  t h e  c o n c e p t s  a s s o c i a t e d  with  i t  a r e  more 

r e l e v a n t .  I t  i s  in  t h i s  c o n t e x t  t h a t  we s h a l l  now 

e x a m i n e  t h e  o r g a n i z a t i o n  o f  s p a c e  w i t h i n  e a c h  o f  th e  

t h r e e  E a s t  A f r i c a n  c o u n t r i e s .

E v o l u t i o n  o f  t h e  Kenyan Sp a t i a l  S y s t e r  

The e v o l u t i o n  o f  t h e  Kenyan s p a t i a l  s y s t e r .  

f o l l o w e d  v e r y  c l o s e l y  t h e  t y p i c a l  p a t t e r n  h y p o t h e s i s e d  

b y  T a a f e ,  M o r r i l  and Gould. B e f o r e  th e  coining o f  t h e
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B r i t i s h  there was a ru d im e n ta ry  s p a t i a l  s y s t e m  o f  

p e r i o d i c  markets s c a t t e r e d  a l l  o v e r  t h e  s e t t l e d  a r e a s  

of Kenya, and i n t e r c o n n e c t e d  by c a r a v a n  r o u t e s .

The markets were use d  fo r  t h e  d i s t r i b u t i o n  and 

marketing of s u r p l u s  a g r i c u l t u r a l  and livestock 

produce t h r o u g h  b a r t e r  t r a d e .  They may have assumed 

commercial, as w e l l  as  a d m i n i s t r a t i v e  f u n c t i o n s  -  

"such that e a c h  p l a c e  c o u ld  have combined t h e  b a r t e r  

market f u n c t i o n s  and t h o s e  o f  a m e e t in g  p l a c e  o f  the  

councils of e l d e r s  and o t h e r  s o c i a l  o r g a n i z a t i o n s  t h a t  

maintained la w  and o r d e r  a lo n g  w i t h  o t h e r

I 9societal f u n c t i o n s  w i t h i n  the  t r a d i t i o n a l  c o m m u n i t ie s .

were used by f o o t  and ladden animal  c a r a v a n s  w.i ich

c a r r i e d  t h e  g o o d s  o f  t r a d e  and o t h e r  i t e m s .  An

analysis of t h e  Kik uyu  l o c a l  m a r k e ts  d u r i n g  t h e s e  t i m e s  

has revealed t h i s  r u d im e n t a r y  s p a t i a l  s y s t e m  t h a t  

possessed q u a l i t i e s  o f  considerable d e g r e e  o f  

organization. Exchange  p o i n t s  e x i s t e d  between the

three ecological z o n e s  on t h e  e a s t e r n  s l o p e s  o f  the 

A b e r d a r e  mountains and the  s o u t h - e a s t e r n  s l o p e s  o f  

Mount Kenya, w h i c h  i s  th e  t r a d i t i o n a l  abode o f  th e  

Kikuyu. At least t h r e e  rank o r d e r s  a p p e a r  t o  have 

emerged - small m a r k e t s  d e a l i n g  w i t h  t r a d e  w i t h i n  a,, 

individual e c o l o g i c a l  zone? l a r g e r  m a r k e ts  d e a l i n g  

with exchange b e t w e e n  two e c o l o g i c a l  zcr.es (High 

Kikuyu, Middle K ik u y u  and Low K i k u y u ) ,  and t h e  9
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of all the markets, that d e a l t  w i th  e x ch a n g e  betwven 

all the three zones -  and p o s s i b l y  between t h e  tribal 
inhabitants and members from a d j a c e n t  t r i b e s *  These

*4

high order market p l a c e s  seem t o  have been l o c a t e d  

along the centre line o f  the  whole b e l t  o c c u p i e d  by 

the tribe - in t h e  c e n t r e  o f  m id dle  K i k u y u . 10

D.R.F. T a y l o r  o b s e r v e s  t h a t  u s u a l l y  t h e  m a r k e t s

had no permanent s t r u c t u r e s .  They were open s p a c e s

on flat, well d r a i n e d  g r a s s y  p l a i n s .  D e s p i t e  t h i s

lack cf any c o n s t r u c t i o n ,  t h e s e  p l a c e s  were c e n t r a l  i n

as much as t h e y  p e rfo rm e d  c e n t r a l i t y  f u n c t i o n s .  They

w e r e  nodal p o i n t s  o f  some s i g n i f i c a n c e  as f a r  a s  the

l.ocal p e o p l e  w e r e  concerned and n a o s o c v u T

as economic f u n c t i o n s .  O f t e n ,  th e  market  p l a c e  would

b e  u s e d  f o r  games and d a n c e s .  The market d a y  i t . . i t

was certainly n o t  v ie w e d  by t h e  p e o p le  as s i m p l y  an

economic e v e n t ;  b u t  was a s o c i a l  g a t h e r i n g  o f  c o n s i d e r a b l e

significance.11 T h i s  s p a t i a l  p a t t e r n  has be en  found

to have b e e n  t y p i c a l  o f  many p a r t s  o f  Kenya; among t h e
12sedentary, as well as among t h e  nomadic p e o p l e s .

The f i r s t  towns i n  Kenya were t h o s e  t h a t  were

established a l o n g  the  c o a s t  by  Arab t r a d e r s .  A f a i r  

amount of h i s t o r y  e x i s t s  a b o u t  t h e s e  urban p l a c e s  -  

like Malindi, Lamu, Mombasa, e t c .  -  b u t  r e l a t i v e l y  

little is known abort t h e i r  i n t e r c o n n e c t i o n  w i t h  t h e i r  

hinterlands. However,  th e  e x i s t e n c e  o f  t h e s e  town, 
towns during t h e  p r e - c o l o n i a l  t i m e s  i s  s a i d  t o  have
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given some impetus to c o n s i d e r a b l e  spatial 

organization within their h i n t e r l a n d s .  The urban 
places have been found to have been connected t 

inland market places by caravan r o u t e s  a l o n g  which a 
considerable volume of t r a d e  f lo w e d .  The spatial 
system required t o  e f f e c t  t h e s e  t r a d i n g  l i n k s  ha s  

been found to have been o f  two com plementary  t y p e s  * 

the internal tribal o r g a n i z a t i o n ,  and th e  l o n g  

distance caravans. The former was t h e  b a s i s  o f  the  

spatial system w i t h i n  an a r e a  o c c u p i e d  by i n d i v i d u a l  

tribe, and among all t h e  e c o l o g i c a l  u n i t s  spanned 

by any individual t r i b e .  The latter 1 nu-ro ru.p ̂ d

13with the c o a s t a l  towns .

Before 1900 the size of the coastal towns
was c o n s i d e r a b l y  enhanced by t h i s  spatial s y s t e m  in  

both the s o c i o - e c o n o m i c  and t h e  p h y s i c a l  d i m e n s i o n s .  

The spatial s y s t e m  was the s u d d e n ly  d i s r u p t e d  by t h .  

carving of t h e  c o l o n i a l  b o u n d a r i e s  d u r i n g  t h e  l a t e

nineteenth century. Colonial penetration never 
followed the traditional trade routes, but took place 

by means of a trunk railway line - the Uganda Railway 
built between 1895-1901 to connect the coast with 
the area around Lake Victoria for political and 
strategic reasons. Later, after the railway had bMn 

constructed with these initial strategic alms the 
British found that this line would mainly be idle
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w i t h  v e r y  l i t t l e  t o  t r a n s p o r t  be c au s e  t h e  p r o c e s s  o f  

c o l o n i a l  e x p l o i t a t i o n  was s t i l l  r u d im e n ta ry  in  t h e  

h i n t e r l a n d  o f  Mombasa -  the  c o a s t a l  p o r t  o f  o r i g i n .

An a g r i c u l t u r a l  a r e a  was e s t a b l i s h e d  on t h e  c o o l  

Kenya h i g h l a n d s  on both  f l a n k s  o f  th e  r a i l w a y  l i n e . 14 

T h u s ,  t h e  p r e s e n t  s p a t i a l  sy ste m  in  Kenya em e rg e d  a s  

E u r o p e a n  s e t t l e m e n t ,  r a i l w a y s  and r a i l w a y  s t a t i o n s  

a l o n g  t h e  t r u n k  l i n e .  Towns l i k e  N a i r o b i ,  Nakuru,  

K i t a l e ,  E l a o r e t ,  Molo, N v e r i ,  Nanyuki and o t h e r s  a r e  

e x a m p l e s  o f  t h e s e  h i n t e r l a n d  urban p l a c e s  o r  nodes 

t h a t  w e re  e s t a b l i s h e d  by t h e  European s e t t l e r  on th e

I t  i s  s i g n i f i c a n t  t h a t  a lo n g  t h e  Nyika  r e g i o n  

t h a t  l a y  b e t w e e n  N a i r o b i  and Mombasa v e r y  f e w  towns

d e v e l o p e d  t o  the compara ble  s i z e  of the u rb*n  p 1 1

i n  t h e  h i g h l a n d s . T h i s  i s  p a r t l y  b e c a u s e  t h e r e  was

l i t t l e  a g r i c u l t u r a l  o r  m i n e r a l  e x t r a c t i o n  a c t i v i t i e s  

i n  t h i s  a r e a .  The f a c t  t h a t  i t  was occupied by 

c o n s i d e r a b l y  l a r g e  p o p u l a t i o n s  o f  N y ik a  p e o p l e  l i k e  

Kamba, T a i t a  and o t h e r s  was irrelevant in ur« m 

p l a c e  n u c l e a t i o n ;  e x c e p t  f o r  the  e s t a b l i s h m e n t  o f  

a d m i n i s t r a t i v e  p o s t s  use d  f o r  e x e r t i n g  c o l o n i a l  power 

o v e r  t h e s e  n a t i v e s  in  the  strategic i n t e r e s t  c .  

k e e p i n g  t h e  r a i l w a y  l i n e  ope n.  These a d m i n i s t r a t i v e  

c e n t r e s  had v e r y  s l o w  r a t e s  o f  growth d e s p i t e  t h e i r  

f a i r l y  w e l l  p o p u l a t e d  h i n t e r l a n d  b e c a u s e  t h e  

l o c a l  A f r i c a n  p o p u l a t i o n  was not e n c o u r a g e d  t o
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i n  t o w n s . . . .

p o r t e r s  and 

s e t t l e  ...........

( o n l y  t h e ) ..........  S w a h i l i  and Soc ia l l

S u d a n e s e  e x - s o l d i e r s  were a l lo w e d  t o

/ By c o n t r a s t ,  towns l i k e  N a i r o b i ,  E l d o r e t  

N a k u r u ,  e t c .  had a v e r y  f a s t  r a t e  o f  g ro w th ,  

b e c a u s e  t h e y  w e r e  market  c e n t r e s  fo r  tn e  pro d u c e  

o f  t h e  c o l o n i a l  a g r i c u l t u r a l  economy s i t u a t e d  on 

t h e  h i g h l a n d s .  B e f o r e  1920, Morbasa w is  s t i l l  the  

b i g g e s t  town i n  Kenya; but  t h e r e a f t e r  i t  was 

o v e r t a k e n  by N a i r o b i  i n  both  s i z e  and r a t e  o f  

g r o w t h .  A l s o ,  t h e  b e g i n n i n g  o f  the t ru nk r a i l w a y  

l i n e  i n  Mombasa c a u s e d  the  o t h e r ^ g o a s t a I  ' 

M a l i n d ^ ^ a n ^ L a m u t o d e c l i n ^ r e T i i t i v e l y  in Importance

a s  t r a d i n g  c e n t r e s  -  where as i n  p r e - c o l o n i a l  t i r e s  

they were roughly of t h e  same s i z e ;  unu kept i st-H*

a l t e r n a t i n g  i n  i m p o r ta n c e  a s  t r a d i n q  c e n t r e s  

d e p e n d i n g  on t h e  m i l i t a r y  power o f  t h e  r u l e r  o f  .m; 

o f  t h e s e  p l a c e s  a t  any one t i m e .

The . c o l o n i a l  economic and power s t r u c t u r e

m a i n t a i n e d  t h e  r e s u l t i n g  s o a t i a l  sy s te m  r u t h l e s s l v ,  

and c o n s i s t e n t l y ;  and i n  the  1950s e v e n  d i s r u p t e d  

t h e  t r a d i t i o n a l  s p a t i a l  sy s te m  w i t h i n  th e  K ik u yu ,

Embu and Meru t r i b a l  a r e a s  a s  a r e s u l t  o f  tn e  

s t r u g g l e  o f  t h e s e  t r i b e s  a g a i n s t  c o l o n i a l  d o m in a t i o n  

t h a t  c u l m i n a t e d  w i t h  the  d e c l a r a t i o n  and c o n t i n u a t i o n  

o f  t h e  Kau-Mau s t a t e  o f  emerg ency  by t h e  r r i t l s h  

b e t w e e n  1952 and I960.16 The urban p l a c e  h i e r a r c h y ,
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and the spatial system that was inherited by 

independent Kenya after 1963. (Figure 11-2) was therefore 
not induced by economic factors lika in tha nao-classleal 
Losch-Christaller space economies; but a colonial 
spatial structure that reflected colonial strategy, 
the spatial distribution of colonial p l a n t a t i o n  

agriculture, and the pattern of the colonial extraction 
transport network in the form of railways, tarmac 
and murrain roads.

Designing a Post-Colonial System
Inspired by the then prevailing regional 

development theories of France
that appeared during the 1 9 5 0 s  - the Kenya Government 

of the post-independence times, through its Town Planning 
Department, organized a study of the spatial syst. •-
that was aimed at aiding in the design of regional growth
implementation strategy. ̂  The development plan of the 

period 1965-1970 outlined a method of achieving "an 
integrated planning system by which the ministries 
concerned with economic, social and physical planning 
came together in the planning process in such a way as 
to produce a comprehensive plan."1® The regional planning 

section was organized within the Town Planning 
Department, and given the task of producing regional 
development plans for all the provinces in Kenya. The 
section attempted to recommend provincial hierarchies 

of urban places, and spatial systems that would aim



M C 'io U t

Krtale

Idoret

V V4HITE\\ T. Falls, Manyuki

Nakuru

NAIROBI

Suft an Mo mu<f
* v « N o m a n q o

IQ M BAS A

‘A

r

kKXo

Mafadi

LEGEND

Towns

Road

Ra i 1 wa y

.... Boundary of
f ormer
"White Highlands"

FIGURE 11-2. Kenya's Colonial Spatia.. System.
Note the boundary of the Colonial commercial agricultural 
settlement the "White Highlands"# and the re^a^ v* 
greater intensity of the transportation network within 
this Zone. (SOURCE: George ng'oriah; ^Economic
Development and Industrial Location in •
Ardhi: Journal of Land Development V0».l,No. li 
(April 1981: Pp. 2-12) .



541

at achieving maximum rates of growth within each 
province, and within the whole country in general.

The task was not easy, due to lack of accurate 

information on the existing infrastructural development 
in most urban areas within the country at the tine the 
exercise was carried out. The office started by 

studying the nature of the existing hierarchical order 

of central places. The methodology of study Involved 
ranking the urban places involved, and began by (a) 

a survey of all the services and sub-services (judged 
to have a central place creation tendency) within all
towns o

service or sub-service on the basis of quality and 
importance. (c) Tne points for each urban place were 
then totalled; and the total scores of ill ur! m

centres could be compared - with the assumption that

the more points a centre scored in the final analysis#
the greater was its centrality? the wider its sphere

of influence; and the higher its rank in the
hierarchical order of central place in any given

20region.19 The main services enumerated weret
(a) administration and protection - including civil 

servants, police, legal facilities, fire protection,

and ambulance services?
(b) Social services - including health, education,

social centres?
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(c) Communications and transportation - including 

postal and telephone service, petrol station, 
bus, rail and air transport;

frd) Commerce - including shop, barter markets,

banks, hotel and catering establishmentsj ir.i
(e) industry and power - including manufacturing, 

extractive and agricultural activities, 
electricity, water supply and sanitation netwi 
Out of these, the levels at which any group of 

services is offered in each town was determined.
For example, within each major service (like in (b),

as health. The highest order at which this sub-service 
may be available in an urban place is a district

/ jja . __hospital. This would be given three points. The
second order would be a health centre, which would bs

capable of scoring two points; and the lowest order 
would be a dispensary - capable of scoring one point. 

In the same fashion; a sixth form secondary school 

would score three points; fourth form secondar> 
school - two points; and a primary school one point. 
The total score of points earned by each urban place 
would therefore depend on the number, and the rank 
of the sub-services of all types that it housed or 

it offered to its hinterland.
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From the numerical score* attained by all the
central places the research team was able to group 
all urban places in Kenya into four major
categories:-

(a) Local centres - that scored up to 12 points 
and were therefore the smallest order of 
central places within the country's

urban place hierarchy (also the most

numerous);
(b) market centres - 12 to 18 points;
(c) rural centres - 18 to 35 points; and

Using this classification* and coordinating it 

with demographic and other sociO"j€OOftOfl̂ tê *ia^ ^ ^ cg 
then available the team was able to map the spatl

distribution of all the urban places of different 

hierarchical orders. This way they were able to 
identify those areas of the country that were 
deficient in infrastructural and services* investment. 

Consequently they made recommendation* of poeelble 
directions of government spending in Infrastructure 

to fill the gaps that seemed unserved according to 
their analysis. This way, it wa. hoped that regional 
inequality would be lessened through creation and 

re-location of central place services.21 A. a result 
of locating additional services in urban plaow.
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or adjusting the existing services, the hinterlands 

of the subject urban places were expected to benefit, 
along with the population of the urban place itself.22 
The basic assumption here was that services located 
in these central places would "trickle down" 

to the hinterlands. The economic growth that would 

result in the hinterland would then justify the 

calling of these urban places "growth centres" of 
the areas they serve.

In other words, the post-colonial spatial system 
was to be built on the foundations of the existing

those that enhanced its effects; and those that 
completed its network, extending it to the areas 
where it had not reached by independence. The neo
classical paradigms of regional development and growth
were used to defend the maintenance of the spatial 

system. Very little was done to recommend its 
re-orientation from its colonial foundations whose 
basis was designed to benefit the settler plantations 
in the highlands. It can therefore be argued that

the machinery for penetration and colonial

extraction was left intact by the exercise.
However, the failure to effect these 

recommendations was not by design, but occurre 
mainly out of the financial constraints that faced
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the regional planners at the time. The colonial spatial 

system had significant sunk cost value that could not 
be abandoned by a stroke of a pen. Por example 
existing railways: though uneconomical like the 
Nairobi-Nanyuki line, or the Naivasha-Nyahururj line 
and others were to be left in place. Former settler 
towns like Nyanyuki, Ruiru, Kitale and others that 
no longer commanded the business of their hinterlands 
as a result of emmigration of settlers were still 
left in the central place hierarchy that was 
recommended by the planning department.

seemed the only viable means of achieving regional 
equality. This had an added advantage, because those 

areas that were found deficient In infrastractural

facilities turned out to be largely the former
"African Reserves" which were deprived of any
significant development by the settler dominated 
colonial government. The recommendations to fill in 
the left out areas with infrastructure and sub* 
regional spatial hierarchies of urban areas was at 
least a welcome step in the right direction. What 
was necessary therefore was coordination between 
planning agencies at the socio-economic and physical 
dimensions. The policy required consistent coordinating 

and its effects required close monitoring so that 
revisions can be made on the failing components as
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need arises.

The massive development of additi r 

roads by the post-independent government in the 
formerly neglected areas was another sttp ir. t:.c r: •
direction. Links were provided where they did not 

exist; and this has tended to alleviate the adverse 
effects of the colonial system. Again, coordination 
between road building and the recommended urban 
hierarchy was necessary. New roads, like the Mukuyu- 
Sagana road, Embu-Meru road, seem to have the effect of 
defeating the recommended spatial structure in Central

effects of increasing accessibility within the province.

This policy of growth pole planning has been going 
on for more than a decade now; (1985) and there seems to

be a half-hearted will on the part of the implementing 
authorities to carry it through. Inherent weaknesses 

have surfaced with time that could lead to its being 
abandoned as a failure if no appropriate stei o:e
taken in time. These weaknesses wore caused by the 
fact that the selection of growth centres was not
rigorous enough. They were also due to several other

reasons:
(a) there werere not enough regional scientists

in the government departments and at the 

district level that were technically
conversant with local socio-economic
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conditions;

(b) politicians tended to influence the decision 
of regional analysts; wanting their 

constituent central places to be ranked 
higher than those of other places - hence 
the numerous promotions of urban areas to 
municipalities and town councils since 
independence;

(c) personal element among the analysts led to 
the superimposation of subjective 
hierarchies over the most viable spatial

analysts were least conversant with;
(d) the country, the economy and the ^MVHfcent

lacked the resources for the implementation

of the growth centre strategy - leading to 
delays in locating and re-locating service* 
and sub-services in accordance with the 
needs of the development strategy; (i.e. 
no effective power of implementation);

(e) lack of the coordination expected amongst 
the government planning agencies and those 
that finance the implementation - leading 
to contradictory regional development 
objectives of these agencies; and to delays 
in regional development plan implementation;

systems in some leas developed reql<
the country - especially those that the

and
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(-) the fact that the economy was left

externally oriented. The infrastructural 
investments sometimes carried h e a vy  

import components that caused leakages 
in income multipliers to outside countries; 
instead of maintaining such expenditure 
in the country; and better still, in 
individual regions.

As a result, the central places development, 
and the development of the spatial system favours a 
contribution of the Taafe-Morril-Gould system.

The p r o c e s s  o f  c o l o n i a l  e x t r a c t i o n  seem tu be
perpetuated by the forces of neo-colonialism. The 
dualism prevalent in the economy has given rise to the 
urban primacy of Nairobi, because most new Investments
seem to be largely attracted to the city due to its 
superior infrastructural endowment. Accompanying this 
is significant rural-urban migration, with all its 
concomitant adverse effects on the urban space of 
Nairobi and the country's spatial system generally.

A policy of de-centralizing industrial activity 

was envisaged in the growth centre stratcg, . It 
required the spreading of private sector investment 
into every feasible urban centre, while discouraging 

and monitoring closely the location of new industry 
in established cities like Nairobi and Mcmbaaa. Thu». 

urban primacy would be reduced and rural-urban
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m i g r a t i o n  w o uld  be slowed down -  i f  n o t  r e v e r t e d  

a l t o g e t h e r .  However t h i s  aim i t  a l t o  " i n  t r o u b l e "  

b e c a u s e  most  l a r g e - s c a l e  i n v e s tm e n t  in i n d u s t r i e s  

i s  e x t e r n a l  i n  o r i g i n .  The i n v e s t o r s  have t h e r e f o r e  

a h e a v y  i n f l u e n c e  in th e  c h o i c e  o f  i n d u s t r i a l  l o c a t i o n  -  

t e n d i n g  t o  l o c a t e  in  a r e a s  where i n f r a s t r u c t u r e  i s  

a l r e a d y  w e l l  d e v e l o p e d ,  namely N a i r o b i  and Mombasa.

The d e - c e n t r a l i z a t i o n  o f  i n d u s t r y  e n f o r c e m e n t  

mechanism  t h e r e f o r e  seems t o  be l a c k i n g  in one  o f  the

most  v i t a l  i n g r e e d i e n t s  o f  s p a t i a l  p o l i c y  e n f o r c e m e n t :

23
e f f e c t i v e  p o w e r . T h i s  power l i e s  e l s e w h e r e :  in 

m u l t i n a t i o n a l  c o r p o r a t i o n s ,  i n  t he Marld  

a f f i l i a t e s ;  and in  the count:  -ha t  a r e  t h e  s o u r c e s

o f  f o r e i g n  a i d  t o  Kenya. T h i s  phenomenon i s  not  

p e c u l i a r  t o  Kenya o n l y ,  but  i t  i s  p r e v a l e n t  o v e r  thn 

e c o n o m i e s  o f  m o s t  t h i r d  world  c o u n t r i e s .  As a r e s u l t ,  

t h e  c o l o n i a l l y  ind u ce d  s p a t i a l  sy stem i s  l i k e l y  t o  

u n d e r g o  o n l y  a s l o w  t r a n s f o r m a t i o n  t o  t h e  mode t h a t  

w i l l  be  s u i t a b l e  t o  t h e  Kenyan d e v e l o p m e n t a l  c o n d i t i o n s .

The E v o l u t i o n  o f  t h e  Ugandan S p a t i a l  S y s t e r

B akw eseg ha  o b s e r v e s  t h a t  Uganda 's  p r e - c o l o n i a l

e r a  was " ..........  characterised by a s c o r e  o f  e t h n i c a l l y

c i r c u m s c r i b e d  inward-l o o k i n g  gro u p s  c o m f o r t a b l y  s e t

*24
i n  t h e  f ra m e w o rk  o f  f l u i d  b o u n d a r i e s ..........

s p a t i a l  s y s t e m  t h a t  e x i s t e d  then  was p u n c t u a t e d  by 

t r a d i n g  h e a d q u a r t e r s  o f  e t h n i c  r u l e r s  and c o n n e c t # * *  

t o  t r a d i t i o n a l  m a rk e t  p l a c e s  in  a manner n o t  v e r y
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much d i s s i m i l a r  t o  t h e  Kenyan s p a t i a l  s y s t e m .  i t  

was a l s o  c o n n e c t e d  t o  th e  c o a s t a l  tr ad #  t h r o u 9 h 

d e f i n i t e  c a r a v a n  r o u t e s  t h a t  had d#v#lop«d around 

L ak e  V i c t o r i a  t h ro u g h  T a n g an y ik a  (mainland T a n x a n la )  

from t h e  c o a s t a l  towns o f  Tanga,  Bagamoyo, K l lw a  

and o t h e r s .  U nd o ubte d ly ,  t h e  h e a d q u a r t e r s  o f  th# 

r u l e r s  p l a y e d  c e n t r a l  r o l e s  i n  th e  a d m i n i s t r a t i o n  o f  

t h o s e  e t h n i c  g r o u p s ;  and had a l s o  a s u b s t a n t i a l  

c o m m e r c i a l  r o l e .  At t i m e s ,  th e y  were c a r d i n a l  

t r a d i n g  c e n t r e s  w i t h i n  the  r e g i o n a l  space  o c c u p i e d  

b y  e a c h  e t h n i c  gro u p .  The s t r u c t u r e  o f  t h e  s p a t i a l

w e l l  u n d e r s t o o d ,  but i t  p r o b a b l y  re se m ble d  t h e  p r e 

c o l o n i a l  Kenyan s p a t i a l  s t r u c t u r e .

The n o d a l i t y  o f  r u l e r s '  s e t t l e m e n t s  was not

d e f i n i t e  i n  t h e  n o r t h e r n  a r e a s  o f  t h e  c o u n t r y  b e c a u s e  

t h e s e  a r e a s  w e r e  i n h a b i t e d  by n o n - s e d e n t c r y  

p a s t o r a l i s t s .  In  t h a t  c a s e ,  t h e  s p a t i a l  s y s t e m  c o u l d  

h a v e  b e e n  l a r g e l y  n o n - e x i s t e n t .  However, i n  Buganda, 

T o r o ,  A n k o l e , Bunyoro and o t h e f ^ p l a o e s  in c e n t r a l ,  

s o u t h e r n  and s o u t h - w e s t e r n  Uganda t h e r e  t e n d e d  t o  be 
t h i s  " r u l e r  town"  dominated h i e r a r c h y  o f  c e n t r a l  

p l a c e  s y s t e m . 25 O b v i o u s l y  i n  p r e - c o l o n i a l  tines t h e  

s p a t i a l  s t r u c t u r e  w i t h i n  t h e s e  t r i b a l  Kingdoms was 
bound t o  c h a n g e  from t im e t o  t ime a f t e r  t r i b a l  

c o n f r o n t a t i o n s  t h a t  to o k  p l a c e  o f t e n  d u r i n g  t h e s e  

t i m e s .  A n o t h e r  p o i n t  w o rth  n o t i n g  i s  t h a t  d u r i  g
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w..e later e i g h t e e n t h  and d u r i n g  the e n t i r e  

ninenteenth centuries the c o a s t a l  t ra d #  i n t e n s i f i e d .  

The nodal central p l a c e s  and t r a d i n g  a r e a s  now 

became definitely the  c h i e f s ’ o r  the k i n g s ’ c e n t r e s .  

This dominance owed i t s  o r i g i n  from t h e  a v a i l a b i l i t y  

of guns from t h e  c o a s t a l  t r a d e ;  the c o n c e n t r a t i o n  o f  

power on tribal p o t e n t a t e s  due to  the p r e ~ c o l o n i a l  

socio-economic o r g a n i z a t i o n  w i t h i n  Uganda a t  t h e  

time; and t h e  t r i b a l  c o h e s i o n  caused by  power

consolidation o f  t h e  dominant t r i b e s  l i k e  Buganda,

2 6Toro and Ankole.

Colonial I m p a c t  on th e  S p a t i a l  Strucl

Colonial penetration had similar impact OH th e  

Ugandan s p a t i a l  sy ste m  to  t h a t  e x p e r i e n c e d  i n  a l l  th e  

o t h e r  c o l o n i z e d  c o u n t r i e s  -  and to Kenya In p a r t i o d f c a r

The u r b a n  nodes took r o o t s  in f o r t s  ( e s t a b l i s h e d

by colonizers) ; m i s s i o n  s i t e s ,  and a d m i n i s t r a t i v e  

headquarters t h a t  sp rea d  in  q u i c k  s u c c e s s i o n  a c r o s s

the country a s  Uganda p a s s e d  from l o c a l i z e d  n a t i v e  

rule to P r o t e c t o r a t e  (1894) and dependency in  1902.

The transfer o f  a d m i n i s t r a t i v e  c o n t r o l  from the  

Foreign O f f i c e  to the  C o l o n i a l  O f f i c e  in  1905 h a s t e n e d  

the imposition o f  deve lopm ent  s t r a t e g i e s  t h a t  

reinforced an ec on o m ic  and p o l i t i c a l  s y s te m  i n  urban 

nodes."27 The p o p u l a t i o n  w i t h i n  the  modern b o u n d a r i e s  

of Uganda was p o l a r i z e d  by t h e  c o l o n i a l l y  imposed 

socio-economic sy ste m  be tween t h e  o r g a n i z e d  t r i b a l
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king d om s i n  central and Southern Uganda on the one

hand,  and t h e  p a s t o r a l i s t  t r i b e s  c f  N o rth ern  Uganda 

on t h e  o t h e r ;  b e c a u s e  the  l a t t e r  group d id  n o t  

p o s s e s s  any m a c h i n e r y  f o r  s e l f  r u l e  s i r i l a r  to  

t h o s e  o f  c e n t r a l i z e d  c h i e fd o m s  a t  the  t i n e  o f  c o l o n i a l

p e n e t r a t i o n .

As a r e s u l t ,  the  c e n t r a l  and s o u t h e r n  Uganda 

e x p e r i e n c e d  t h e  g r e a t e s t  s o c i o - e c o n o m i c  d e v e lo p m e n t  

by  th e  e a r l y  1960s when independence  c a r e .

( F i g u r e  11  - 3 )  Urban a r e a s  i n  th e s e  p a r t s  l i k e  J i n j a ,  

Kampala ,  T o r o r o ,  Masaka,  F o r t  P o r t a l ,  e t c . ,  e x p e r i e n c e d  

t h e  g r e a t e s t  df

t r a d e  r o u t e s  w ere  r e p l a c e d  by roads  and r a i l w a y s  b u i l t  

t o  f a c i l i t a t e  a d m i n i s t r a t i o n  d u r in g  th e  c o l o n i a l  

t i m e s ;  t o  e x t r a c t  t h e  few m i n e r a l ^  t h a t  e K is t< S ^ ^ ^ % lke

c o p p e r  from K i lem b e  c o p p e r  mines;  and to  a s s i s t  in 

t h e  e x p o r t a t i o n  o f  A f r i c a n - g r o w n  c o m m o d it ie s  and c a sh *  

c r o p s .  The i n f r a s t r u c t u r e  was d e v e lo p e d  on t h e  l i n e s  

o f  t h e  c o l o n i a l  p o l i c y ;  and l i k e  in Kenya,  t e n d e d  t o

be e n h a n c e  t h i s  c o l o n i a l  d e v e lo p m e n t a l  p o l i c y .

I t  e n f o r c e d  t h e  imposed c o l o n i a l  s p a t i a l  s y s t e m ,  and 

c r e a t e d  some d e g r e e  o f  urban primacy on Kampala; 

i m b a l a n c e s  b e tw e e n  r u r a l  and urban d e v e lo p m e n t  w i t h i n  

s o u t h e r n  Uganda;  and be tw e e n  th e  g e n e r a l  d e v e l o p m e n t  

p a t t e r n  i n  U g a n d a . 28 I t  c r e a t e d  d i f f e r e n t i a l s  in 

d e v e l o p m e n t  b e tw e e n  N o r t h e r n  and So u th ern  Uganda.

The w e a k n e s s  o f  t h i s  c o l o n i a l l y  ln.po.ed  . p a t l a l
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system and the concomitant socio-economic structure 
formed t h e  basis for political debate juet prior to 
independence - Politicians in Northern Uganda wanted 
to minimize the domination by So uthern Ug \r. i i 
(especially by Baganda). The immediate p r e -  and post' 
independence p o l i t i c a l  a c t i v i t y  waa dominated by 

this theme; and the theme f i l t e r e d  down even Into 
the efforts of the deve lo pm e nt  o f  the  a p a t i a l  system.

The w e a k n e s s  o f  the i n h e r i t e d  s p a t i a l  sy s te m  

was r e c o g n i z e d  by the  p o s t - c o l o n i a l  a d m i n i s t r a t i o n .  

The p o l i t i c a l  instability t h a t  ensued a f t e r

i n d e p e n d e n c e H a f i r v l t ' A  r o u l Q i u l

policy similar t o  K e n y a ' s  g ro w th  c e n t r e  p o l i c y  to  

take root. However,  m i ld  e f f o r t s  have been made t o  

c o r r e c t  t h e  s p a t i a l  im b a la n c e  t h ro u g h  s s t u d y  made

during the early 1970s t h a t  aimed a t  " . . . . c u r b i n g  

the rapid, ugly haphazard n a t u r e  o f  d e ve lo p m e n t  t h a t  

was and is still a common f e a t u r e  in many o f  * he
29rapidly g r o w i n g  urban c e n t r e s . "  The s t u d ,  

methodology t o o k  the form o f  s p a t i a l  a n a l y s i s  by  

planners s i m i l a r  to t h a t  o f  Kenya, b u t  w i t h  a s l i g h t  

difference i n  t h e  means by w h ic h  s t u d y  d a t a  wee

collected.
The study was aimed more a t  th e  u n d e r s t a n d i n g  

of the existing the  h i e r a r c h y  o f  urban a r e a s  and 

the individual structures o f  th e  urban c e n t r e s  w i t h i n  

Uganda, than at regional d e v e lo p m e n t  a s  i n  t h e  Kenyan
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c a s e .  P r o v i n c i a l  a d m i n i s t r a t i o n  s t a f f  t » r *  t h a  main 

s o u r c e s  o f  i n f o r m a t i o n ;  and wa rt  u t t d  f o r  d a t a  

c o l l e c t i o n .  Using t h e  d a t a  t o  c o l l e c t e d ,  t h e  Town 

P l a n n i n g  D ep a rt m e n t  s e l e c t e d  and ranked 72 urban 

p l a c e s .  The c r i t e r i a  f o r  s e l e c t i o n  and r a n k i n g  

i n c l u d e d  t h e  l e v e l  o f  development i n  e a c h  urban 

p l a c e ,  t h e  r a t e  o f  growth i n  th e  Immediate p a s t  

d e c a d e ,  and t h e  p o p u l a t i o n  o f  the h i n t e r l a n d s  o f  

the u rb a n  p l a c e s . ^

"Owing t o  l i m i t e d  f i n a n c e  and manpower t h e . . .  

s e l e c t e d  c e n t r e s  were . . . .  c a t e g o r i z e d  i n t o  two,  

t h o s e  t h a t  w e r e  in  need o f  ur g e n t  a t t e n t i o n #  a nd 

t h o s e  t h a t  c o u l d  o n l y  be g u i d e d  s l o w l y  i n  the 

g r o w t h .  The f o r m e r . . . .  were c a l l e d  h i g h  r a r k i n g  

c e n t r e s  . . . .  ( t ) h e  l a t t e r  were  ( c l a s s i f i e d  a s  low 

p r i o r i t y  d e v e l o p m e n t  c e n t r e s  whose d e v e lo p m e n t  c o u l d  

w a i t ) , b u t  a d m i n i s t r a t o r s  (were) supposed t o  d i r e c t

and c o n t r o l  g r o w t h . . . .  ( i n  them).
31 The e x e r c i s e

was c a r r i e d  on d u r i n g  the  l a s t  y e a r s  o f  t h e  p e r i o d  

o f  s o c i a l  s t r i f e  under I d i  Amin. C u r r e n t l y ,  o n l y  

t h e  d e v e l o p m e n t  p l a n s  o f  t h e  i n d i v i d u a l  towns  t h a t  

w e re  s e l e c t e d  have been f  i n i  shed;  (1985) and no d ef in i te  

r e g i o n a l  p o l i c y  seems to  have e v o l v e d  o u t  o f  tha  

e x e r c i s e .  S i n c e  the  scheme has h a r d l y  g o t t e n  o f f  

the g ro un d  t h e  im pact  o f  t h e  e x e r c i s e  on t h r  

Ugandan s p a t i a l  sy s te m  i s  y e t  to  be s e e n .
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In effect, the c o l o n i a l  s p a t i a l  system s t i l l  

persists as at the dawn o f  independence.

Evolution of the Tanzanian Spatial Syster

Tanzania comprises th e  Mainland ( f o r m e r l y  

Tanganyika) and th e  I s l a n d s  t h a t  used to  be  known 

as Zanzibar in p r e - i n d e p e n d e n t  t i m e s .  A f t e r  t h e  

revolution in 1974 t h e  two f o r m e r l y  d i f f e r e n t  and 

autonomous s t a t e s  u n i t e d  t o  form th e  United  R e p u b l i c  

of Tanzania; w i t h  semi-autonomous governm ents on b o t h  

the mainland and on th e  i s l a n d s  o f  Z a n z i b a r ;  b u t  

under one p r e s i d e n t ,  and w i t h  the same sy ste m  o f

of Zanzibar w i l l  be i g n o r e d  f o r  the  sake o f  t h i s  

introductory work .  A l l  t h a t  can be s a i d  i s  t h a t  i t  

comprises an urban h i e r a r c h y  c e n t r e d  on Z a n z i b a r

town and i n t e r c o n n e c t e d  w i t h  roads and a sm a. 1 

railway length. The o r g a n i z a t i o n  o f  th e  s p a t i a l  

system of the i s l a n d s  i s  c o m p l i c a t e d  by s p a t i a l  

restrictions of th e  l i m i t e d  land a r e a .  A d e qu ate

study has not been g i v e n  on such s p a t i a l  s y s t e m s .  

Consequently a t t e n t i o n  w i l l  be g iv e n  o n l y  t o  the 

spatial organization o f  T a n z a n i a  Mainland.

The Spatial System  o f  Tan z a n i a  Mainland

The coast o f  T a n z a n i a  mainland was t h e  s t a r t i n g  

area for trading c a r a v a n s  i n t o  the i n t e r i o r  o f  E ast  

Africa since t h e  e a r l y  c e n t u r i e s  o f  th e  C h r i s t i a n  

E r a .  T h i s  w a s  l a r g e l y  due t o  more humane c l l m e t e
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b e t w e e n  t h e  c o a s t  and the g r e a t  l a k e s  t h a t  a f f o r d e d  

w a t e r  and f o o d  f o r  footman b a s e d  caravans -  a s  

compared t o  t h e  r e l a t i v e l y  more a r i d  h i n t e r l a n d  of 
the Kenya c o a s t .  During the  e ig h t « e n t .\  and 

n i n e n t e e n t h  c e n t u r i e s ,  the  t i n e  when c irava;  t :  . 1  ;t 

i n t o  t h e  i n t e r i o r  re a c h e d  i t s  p e a k ,  t r a d e  i n t o  Kenya 

from t h e  c o a s t a l  p a r t s  was a l s o  o c c a s s i o n a l  l y  

i n t e r r u p t e d  b y  t h e  th e n  p o w e r f u l  and w a r l i k e  G a l l s  

and M a s a i  t r i b e s .  T h i s  l e d  t o  the  c a r a v a n  r o u t e s  on 

t h e  T a n z a n i a  m ainla nd  b e in g  used more o f t e n ;  and 

a c q u i r i n g  g r e a t e r  s i g n i f i c a n c e  in t h e  E as t  A f r i c a n  

t r a d e  than those on ..th** hUtty
Kenyan c o a s t .  ( F i g u r e  1 1 - 4 ) .  The h i s t o r y  o f  t r a d e  

i n  t h i s  a r e a  w i t h  Z a n z i b a r  a c t i n g  a s  the  main b a s e  

and e n t r e p o t  i s  w e l l  documented in

h i s t o r y  b o o k s  on E a s t  A f r i c a n  h i s t o r y ,  and in  r e c e n t

32
s p a t i a l  s y s t e m  s t u d i e s .

A s p a t i a l  s y s te m  s i m i l a r  to  t h a t  o f  Kenya and 

Uganda t h e r e f o r e  d e v e lo p e d  on the  mainland  T a n z a n i a  

d u r i n g  t h e  p r e - c o l o n i a l  t i m e s .  However t h e  T a n za n ia n  

s y s t e m  had b e t t e r  d e v e l o p e d  urban h i e r a r c h y  and a more 

p r o n o u n c e d  s p a t i a l  s y s te m  than i n  t h e  o t h e r  two 

c o u n t r i e s ;  due  t o  t h e  p re p o n d e ran ce  o .  th e  c a r a v a n  

r o u t e s .  T r a d i n g  c e n t r e s  and market  p l a c e  w e r e  b e t t e r  

d e v e l o p e d  a l o n g  the  c a r a v a n  r o u t e s  than in  e i t h e r  

Kenya o r  Uganda;  a l t h o u g h ,  a s  y e t  no d e f i n i t e  rank 

i n  u r b a n  p l a c e  h i e r a r c h y  has y e t  b e en  p l a c e d  b y  t h ~ .  

The s p a t i a l  s y s t e m  was a l s o  more permanent b e c a u s e  o f
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t h e  effective power o f  the  Arab  and S w a h i l i  trader 
t h a t  was felt a lo n g  the  t r a d i n g  r o u t a s  manif a s t e d  in 
t h e i r  money economy and t r a d e  i n  guna.  Urban p l a c a s  

l i k e  Tabora, U v i n z a ,  U j i j i ,  Tanga,  Bagaaoyo, K i lw a  

and others d e v e l o p e d  b o th  a t  th e  c o a s t  and m  s p e c i f i c  

locations a l o n g  the  c a rav an  r o u t e s . ^  T hese  had 

urbanized p o p u l a t i o n  t h a t  was not n e c e s s a r i l y  

homogeneous w i t h  t h a t  o f  the  r u d im e n ta r y  h i n t e r l a n d s  

of these u r b a n  p l a c e ;  u s u a l l y  dominated by p o w e r f u l  

Arab  and S w a h i l i  t r a d e r s  and power c l a s s e s .

The dominance o f  the S u l t a n  o f  Z a n z i b a r  d u r i n g

Zanzibar town p l a y e d  on the  c o a s t a l  t r a d e  a t  th e  

time c o u l d  i n v o k e  a h y p o t h e s i s  t h a t  i t  was t h e  

h i g h e s t  o r d e r  urb an p l a c e  i n  th e  p r e - c o l o n i a l  s p a t i a l

system o f  t h e  T a n z a n i a  m ainla nd;  a l t h o u g h  i t  was

situated on Z a n z i b a r  i s l a n d .  T h i s  was b e c a u s e  d u r i n g  

this time a l l  s l a v e  t r a d e  was o r g a n i z e d  from Z a n z i b a r ;  

all ivory t r a d e  t h a t  was complementary  to  s l a v e  t r a d e  

was also o r g a n i z e d  and f i n a n c e d  from Z a n z i b a r .  T h i s  

trade resulted i n  the  r e - a c t i v a t i o n  o f  urban l i f e  on 

the c o a s t a l  s e t t l e m e n t s  o p p o s i t e  Z a n z i b a r .  These  

coastal towns a c t e d  a s  e n t r e p o t s  i n t o  the  m a i n la n d .  

Each w a s a t e r m i n u s  f o r  a s p e c i f i c  c a r a v a n  r o u t e  

into the i n t e r i o r ;  and as s u c h ,  each housec. 

population whose economic b a s e  was t r a d e  w i t h  

h i n t e r l a n d  and w i t h  S.W. A s i a  th ro u g h  Z a n z i b a r ,  or
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directly. In  terms o f  urban p l a c t  h i e r a r c h y  thee# 

could have o c c u p i e d  p l a c e s  v e r y  near Zanzibar in  

rank -  s e c o n d  h i g h e s t  ra nk,  t h i r d ,  f o u r t h ,  b u t  not  

very much l o w e r  than t h a t .

The o r g a n i z a t i o n  c f  t h e  space  economy wee 

v e r y  c l o s e  t o  t h a t  h y p o t h e s i z e d  in the  T a a f e - M o r r  11 -  

G o u l d  model  a t  s t a g e  o n e . This  was b e c a u s e  tho 

S o u th  West  A s i a n  t r a d e  was i n  many ways s i m i l a r  to  

t h i s  S t a g e  One.  (Compare f i g u r e  1 1 - 4  and s t a g e s  One 

and Two i n  f i g u r e  1 1 - 1 ) .

U n l i k e  Kenya and Uganda, Tanzania  wee f i r a t

German c o l o n i z a t i o n  was t h e o r e t i c a l l y  in  no way 

d i f f e r e n t  f ro m  the  h y p o t h e s i z e d  e f f e c t s  o f  c o l o n i a l  

p e n e t r a t i o n  o u t l i n e d  above .  The Germans Imposed

a c o l o n i a l  s p a t i a l  system  onto  T anzania  t h r o u g h  t h e i r

rapid railway develo pment -  both f o r  e x t r a c t i o n  

through t r a d e ,  a g r i c u l t u r e ,  and f o r  s t r a t e g i c  p u rpo ses*  

One significant impact  o f  t h e  r a i l w a y  l i n e  was 

create an effect s i m i l a r  t o  t h a t  p o s t u l a t e d  in  S ta g#

3 of the Taafe-Morril-Gould model.  The c o m p l e t i o n  o f  

the central line from f t t t  e s  Salaam t o  Klgoma had t h e  

effect of increasing the  n o d a l  importance  o f  t h e  

relatively newly founded urban p l a c e  o f  Dar e s  S a l a M .  

(It was founded i n  t h e  1860s by th e  a g e n t ,  o f  t h e  

Sultan of Zanzibar, a s  compared t c  o t h e r  c o a . t a l  t o w n ,  

which date f ro m  1 s t  c e n t u r y  A.D.)  The town grew
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f a s t e r  th a n  t h e  a n c i e n t  c o a s t a l  towns n e a r b y * l i k e  

K i l w a ,  T a n g a ,  Bagamoyo, P a n g a n i ,  a t e .  Tanga,  

e s p e c i a l l y ,  (which had h i t h e r t o  e x p e r i e n c e d  son*  

g r o w t h  b e c a u s e  th e  r a i l w a y  l i n e  t o  Moshl t h a t  had been 

b u i l t  e a r l i e r  tha n  t h e  c e n t r a l  l i n e  t o  s e r v e  the  

K i l i m a n j a r o  c o l o n i a l  a g r i c u l t u r a l  s e t t l e m e n t  s t a r t e d  

t h e r e )  , was o v e r t a k e n  in  term s o f  r a t e  o f  g ro w th ;  

b e c a u s e  t h e  c e n t r a l  r a i l w a y  l i n e ,  wh ich was l o n g e r  

th a n  t h e  T anga-M oshi  l i n e ,  g a ve  Dar e s  Salaam a 

g r e a t e r  h i n t e r l a n d  than Tanga.

As  we h a v e  noted  s e v e r a l  t im es  b e f o r e  th e

c o l o n i a l  s y s t e m  which had no r e g a r d  t o  the  e x i s t i n g  

s o c i o - e c o n o m i c  s e t  up.  They founded new towns as 

a d m i n i s t r a t i v e  c e n t r e s  and f o r t r e s s e s ?  and l i n k e d

them w i t h  t h e  r a i l  and road t r a n s p o r t a t i o n  sy ste m

t h e y  had  r a p d i l y  c o n s t r u c t e d .  The d e g r e e  t o  which 

t h e  Germans ( l i k e  the  B r i t i s h  in th e  n e i g h b o u r i n g  

c o u n t r i e s )  c o n s c i o u s l y  and s y s t e m a t i c a l l y  d i r e c t e d  

t h e  g r o w t h  o f  t h e s e  urban p l a c e s  was s m a l l .  T h e i r  

b a s i c  c o n c e r n  was to  e n su re  t h e i r  e f f i c i e n t  

f u n c t i o n i n g  a s  c e n t r e s  f o r  s i p h o n i n g  o f f  t h e  r u r a l  

s u r p l u s  o f  T a n g a n y i k a ;  and f o r  e n s u r i n g  e f f i c i e n t  

and e f f e c t i v e  a d m i n i s t r a t i o n  t o  f a c i l i t a t e  e a s y  

c o l l e c t i o n  o f  t a x e s .  The t r a n s p o r t a t i o n  s y s te m  

l i n k i n g  u r b a n  p l a c e s  t h e r e f o r e  went o n l y  t o  t h e  a r e a s  

o f  c o l o n i a l  s i g n i f i c a n c e ;  and th e  o t h e r  a r e a s  were
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l e f t  r e l a t i v e l y  u n d e v e lo p e d .

C o n s e q u e n t l y ,  d u r in g  th e  German p e r i o d ,  end
d u r i n g  much o f  the  B r i t i s h  p e r i o d  o f  c o l o n i a l i s m  t h e#
u rb a n  p l a c e s  i n  c o l o n i a l  T anganyika  a c t e d  p r i n c i p a l l y  

a s  c e n t r e s  f o r  the  c o l l e c t i o n  and tr a n s h ip m e n t  o f  

r u r a l  p r o d u c e ?  c e n t r e s  o f  m i l i t a r y  and c i v i l  

c o n t r o l ;  c e n t r e s  fo r  the  d i s t r i b u t i o n  o f  im porto d 

c o m m o d i t i e s ;  and as r e s i d e n t i a l  e n c l a v e s  f o r  the  

c o l o n i a l  a d m i n i s t r a t o r s  and t h e i r  l o c a l l y  a p p o i n t e d  

r u l e r s .  The B r i t i s h  a d m i n i s t r a t i o n  t h a t  to o k  o v e r  

a f t e r  1 9 18  o n l y  a m p l i f i e d  t h i s  t r e n d .  T h e i r  

n o t o r i o u s  ground-nut scherae^in_Seutherri_Tuns
t h a t  was s t a r t e d  in t h e  1950s was a t y p i c a l  example 

o f  c o l o n i a l  e x t r a c t i o n .  I t  l e d  t o  t h e  deve lo pm ent 

o f  a n o t h e r  railway line from Mtwara on tho ooaat of
t o  N ac h in g w ea  a r e a .  When t h e  scheme c o u l d  n o t  pa  ̂ , 

(and t h u s  c o u l d  not s a t i s f y  i t s  c o l o n i a l  i n i t i a t o r s )  

i t  c o l l a p s e d ;  and t h e  r a i l w a y  l i n e  was l i f t e d  in

19 62 .  S i m i l a r l y ,  t h e  Mpanda l i n e  which was c o n s t r u c t e d

i n  19 5 0 ,  and l i n k e d  t o  t h e  c e n t r a l  l i n e  j u s t  w est  o f

T a b o r a  p r i m a r i l y  f u n c t i o n e d  a s  a means o f  e x p o r t i n g

t h e  l e a d  t h a t  had been d i s c o v e r e d  around Mpanda.

H o w ever ,  t h e  s i z e  o f  the  d e p o s i t s  tu rned  o u t  t o  be

s m a l l e r  than  expected; and t h e  r a i l w a y  l i n e  was

s u b s e q u e n t l y  terminated on the grounds o f  n o t  b e i n g

„36
a b l e  " t o  p a y  i t s  way.
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I n d e p e n d e n t  Tanzania i n h e r i t e d  t h i s  c o l o n i a l  

s p a t i a l  s y s t e m  t h a t  had l e f t  the  b ulk  o f  l t a  

h i n t e r l a n d  u n d e v e lo p e d  out o f  the  n e q l e c t  by b o th  

c o l o n i a l  p o w e r s  (F ig ure  1 1 - 5 ) .  Seven y e a n  a f t e r  

i n d e p e n d e n c e  t h e  co untry  d e c l a r e d  i t s  i n t e n t i o n  t o  

a d h e r e  t o  t h e  s o c i a l i s t  p o l i t i c a l  economy; and t o  

programme i t s  development i n  a c c o rd a n c e  w i t h  t h e  

s o c i a l i s t  i d e o l o g y  b l u e - p r i n t  -  Arush D e c l a r a t i o n  o f  

1967. In  t h e  1969-1974 Development P la n  th e  Government 

d e c i d e d  t o  a d a p t  an e s s e n t i a l l y  gro wth p o l e  s p a t i a l

s y s t e m  t h a t  d e -e m p h a s ize d  t h e  importance  o f  t h e  c o a s t a l

c i t i e s  b y e v e n t u a l l y ^ t o P  DodmM th »  CAPlf l  o f  t in

c o u n t r y .  The  urban pr im acy o f  Dar e s  Salaam in

c o m p a r i s o n  w ? t h  the  r e s t  o f  th e  urban p l a c e s  i n  the

c o u n t r y  was an  i te m  o f  p a r t i c u l a r  c o n c e r n  In tha  P l a n i

and a p o l i c y  o f  d e - c e n t r a l i z a t i o n  o f  i n d u s t r y  from

37
t h e  c a p i t a l  was a d v o c a te d .

The s p a t i a l  sy stem t h a t  was e x p e c t e d  was to  bo

i n  d i r e c t  c o n f o r m i t y  t o  th e  s o c i a l i s t  U l S S - i  p o l i c y .  

Main u r b a n  n o d e s  l i k e  Dar e s  Salaam, T anga,  Dodoma, 

A r u s h a ,  Mwanza,  Tabora,  Morogoro,  and Mbeya were 

d e s i g n a t e d  t o  a c t  as major  g ro w th  c e n t r e s  i n  the 

" g r o w t h  p o l e "  s t r a t e g y  t h a t  was a d o p t e d .  S u b o r d i n a t e  

t o  t h e s e  was t o  be a s p a t i a l  sy stem t h a t  would f u l f i l

t h e  m a r k e t i n g ,  a d m i n i s t r a t i o n ,  t r a n s p o r t a t i o n ,  and

s o c i a l  n e e d s  o f  the  Uiamaa V i U . 3S. t h a t  Wa*

meant t o  be  t h e  b a s i s  o f  r u r a l  d eve lo pm ent i n  the



Uukoba

Mt. KilvnavijaroIwanea

Arusha Mo„ hi

Shinyanga

Tabora

l>tpamla

Mbeya

{  f v1’angani
1'eroba

.  Tarya'iy  ?'/■ 1 , Z a n z i b a r  

Dar-ea-Sala

200ka
LEG DID 
—  Roada Ki Iwi

•h. Railways 

•  Towns

- -  Terminated Hallway
wars

L.Jfywa

FIGURE 11-5. T a n z a n i a ' s  C o l o n i a l  s p a t i a l  S y s t e m .  Note  t h e  vast 
a r e a s  u n s e r v e d  by  r a i l w a y s ,  o r  go od  r o a d * *  A l s o  n o t e  t h e  p o s i t i o n  o f  
t e r m i n a t e d  r a i l w a y s .  (SOURCE: D a v i d  S i f t e r  “ U n d e r d e v e l o o m e n t  and
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country; and that was initiated with lMediate effect.
The result of this policy on the spatial system hat 
yet to be seen. Currently, the immediate pre-colonial 
system is the dominant one ?n Mainland Tanzania. Th« 
Ujamaa Village, and the complementary spatial systasi • 
perhaps even transforming it altogether. The political 
system, and the direction of the political aconoeiy seems 
to be consistent enough to complement thr envisaged 
spatial system; and to effect the necessary 
transformation.

Therefore, in a few decades' time, a spatial 
system that is the result of - or heavily impacted by 
the Ujamaa socio-economic development p o l i c y  1 #  # * p a c t # d r *

This should not necessarily follow the traditionally 
accepted Losch-Christaller model, but should be in close 
conformity of later models that have been developed as 
a result of observing long established socialist 
political economies elsewhere in tho world.

Appraisal of East African Regional 
Development Policies

Pop-inna! s y s t e m s  o f  c i t i e s  and s p a t i a l  S t r u c t u r e s

No clear and definite rule can be l a i d  down to 
govern the optimal distribution of growth c.ntr.. In 
East Africa; or in any other country, whether 
developing, or developed. Thi. U  bec.u.e the
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spatial distribution of human activities it a aocio 
economic phenomenon that is dynamic in natures and 
that is difficult to define or quantify ir. 
exact terms. This partly explains why the success 
of any attempt by the three Cast African countries 
to order the spatial distribution of growth centres 
and their rank sizes cannot be appraised with 
accuracy. The measure of such success must be seen 
in the context of the functioning of the F[ <ti.il 
system in the direction of bringing the greatest 
socio-economic benefits to the inhabitants of any

through the establishment of spatial systems that 
incorporates urban hierarchies and efficient 
transportation network. Modern regional development
planning has largely been based on growth centre
strategy since the publication of the work of Francois 
Perroux in 195038 It has been narrated in Chapter 
Ten how this kind of planning has been adopted with 
with varying measures of success in developed 
economies. Regional scientists like Richardson, 
Friedman, and others in the neo-classical tradition 
seem to be agreed on the necessity for a spatial 
system of some kind in regional development that 
would possibly be encouraged by government socio
economic direction. Their differences arise only in

should be effected and howhow such a spatial system
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its functioning should be implemented.
Richardson observes that "(a) hierarchy of 

cities is an efficient system for promoting national 
growth and for promoting and distributing goods and 
services to society." He addo that It would 
therefore be foolish to attempt to equalize the size 
of cities, but it does not help us to decide
whether one hierarchical structure is superior to 
another." Despite the imprecise n a tu r e  o! a ny»t« 

of cities, he supports the existence of some form 
of it in a regional economy b e c a u s e  ".... variety In
urban .form, structu** «
to differentials in city size and within a apeciflc 
size class is probably a good thing .... it offers variety to 
individual households and forms a wider choice.
Given heterogeneous tastes, wider choice implies
greater welfare.”40 He sees the greatest order of 
growth centres (the largest metropolis) as a seed bed 
for innovation, managerial expertize and growth, and 
a port of entry for new ideas Into a ragloni and 
that if this is the case, every region "should contain 
a large city (relative to the size of the region!.* 
in that case, a national hierarchy of regional 
will farther devolve into sets of central place 
systems. The efficiency of this ayateo of cities, 
according to him, "depends as much on the quality of 
the transport and communications networks llnxlng
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the major cities as on the balance between
agglomeration economies within (each of these aejor
cities)." He then goes on to support in principle
a promotion of growth centres in lagging regions
(as is implicit in the policies of the three East
African countries); because he feels that a growth
centre strategy involves an attempt to maximize
regional growth potential via spatial concentration
of development; and an a ttem pt  to  o b t a i n  c o s t -

effectiveness i n  urban i n f r a s t r u c t u r a l  s p e n d i n g

41throughout a n y  c o u n t r y  in q u e s t i o n .

The only snag, j
urban hierarchy o c c u r s  w i t h i n  the l a r g e s t  c i t i e s  of 
such urban h i e r a r c h i e s  due t o  the c o n s i d e r a b l e  s o c i a l  

costs g e n e r a t e d  by these large metropolises. H<’
argues that the f a c t  t h a t  t h e s e  s o c i a l  c o s t s  a r e

difficult or impossible to measure cannot deny the 
existence and the importance of these intra-metropolitan 
social costs. However, if an urban hierarchy can 
lead to higher production within the country generally, 
(hence within regions in particular) and therefore lead
to higher so c ia l  benef i ts ,  some of these benefits 
may offset the intra-metropolis social costs; 
leading to higher overa l l  socia l  welfare. This 
true, although the result ing social costs and 
benefits are d i f f i c u l t  to quantify. Therefore, in 

order to understand the effects of the
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h i e r a r c h y  p o l i c y ,  and t o  e n s u r e  I t s  deswed e f f e c t  

t a k e s  p l a c e ,  t h e  o n l y  remedy would be m o n i t o r i n g  

and c o n t r o l l i n g  the  r a t e s  o f  expar.a:-or* of . m  i«*

c i t i e s ;  and n o t  m e r e l y  t o  a t te m p t  t c  r d  . • •
42

sizes.

In t h e  A f r i c a n  c o n t e x t ,  e l  Sh-iks and oth^r 

s c h o l a r s  a r e  n o t  opposed t o  th e  s p e t i a l  s y s t e m  

p e r  s e ; b u t  i n  the a p p l i c a t i o n  o f  t h i s  s y s t e m  based  

on w e s t e r n  p a r a d i g m s  on t h e  A f r i c a n  s o c i o - e c o n o m i c  

e n v i r o n m e n t  i n d i s c r i m i n a t e l y ,  w i th o u t  t r y i n g  to  

v i s u a l i z e  t h e  e f f e c t  o f  such a p p l i c a t i o n  on th e

D a v i d  S l a t e r , 44 G a l i n a  Sdasuk45 and o t h e r s  a d v o c a t e  

. t h e  s e t t i n g  o f  the  A f r i c a n  s p a t i a l  system land
• ' • I**--*

t h a t  o f  a l l  d e v e l o p i n g  c o u n t r i e s )  in such .i w.iy .i» 

t o  e n s u r e  i t s  f u n c t i o n i n g  in  the dir** tl< n of  

r e - o r i e n t i n g  the  economies o f  th e  c o u n t r i e s  

c o n c e r n e d ;  and o f  d e t a c h i n g  t h e s e  ec o n o m ie s  from 

t h e  s t r i n g s  c o n n e c t i n g  them w i th  i n t e r n a t i o n a l  

c a p i t a l i s m .  T h i s  r e - o r i e n t a t i o n  i m p l i e s  r e - p l a n n i n g  

o f  i n t e r n a l  communicat ions  and i n f r a s t r u c t u r e  so 

t h a t  t h e r e  i s  g r e a t e r  i n t e r r e g i o n a l  l i n k a g e s  w i t h i n  

i n d i v i d u a l  c o u n t r i e s .  T h i s  i n f r a s t r u c t u r a l  

r e - b u i l d i n g  and r e - o r i e n t a t i o n  would r e p l a c e  c u r r e n t  

s y s t e m s  o r  n e t w o r k s  t h a t  t e n d  t o  m e r e l y  c o n n e c t  

t h e  c o a s t a l  towns ( p o r ts )  t o  th e  h i n t e r l a n d  i n  the 

i d e a l  e x t r a c t i o n  s t y l e ;  and t o  have  v e r y  l i t t l e
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i;.t e r c o n n e c t i o n .  The road and r a i l w a y  network in 

East A f r i c a  has t h i s  a d v e r s e  a c h a r a c t e r i s t i c  and 

requires r e - e x a m i n a t i o n  and r e - o r i e n t a t i o n . 46

R e - o r i e n t a t i o n  a l s o  i m p l i e s  comprehensive  

utilization o f  r e g i o n a l  r e s o u r c e s  t o  the f u l l e s t  

benefit o f  t h e  r e g i o n a l  s o c i e t i e s  concerned in  an 

attempt to b u i l d  the " t e r r i t o r i a l  s o c i e t a l  b a s e ?  

Secondly, e c o n o m ic  d i s p a r i t i e s  between r e g i o n s  

snould be e v e n e d  out by means o f  "a w id e sp re a d  

spatial d i s t r i b u t i o n  o f  a d equate  w e l f a r e  f a c i l i t i e s . . "  

T h i r d l y ,  t h e  s y s t e m  sh ould  be supported  by a d i r e c t e d

policy aiming at *..«.a fairly ■ ■

widespread d i s t r i b u t i o n  of  i n d u s t r i a l  a c t i v i t y  so  a s  

to avoid some o f  urban c o n c e n t r a t i o n  problems t h a t  

emerged in C h i n a . . . .  d u r in g  t h e  1 9 5 0 s . "  F o u r t h l y ,  

"re-division o f  l a b o u r  has t o  be s t e a d i l y  e n g i n e e r e d .  

In societies where  a g r i c u l t u r a l  la bo ur  f o r c e ,  w i t h  

very low p r o d u c t i v i t y ,  c o n s t i t u t e s  a l a r g e  s h a r e  o f  

t h e  total l a b o u r  f o r c e  i t  i s  p a r t i c u l a r l y  im p o r ta n t

to bring about a new d i v i s i o n  o f  la b o u r .  F i f t h l y ,  

rural-urban d u a l i s m  should  be e l i m i n a t e d  by 

de-centralization o f key  economic  a c t i v i t i e s  from 

major urban areas to  s m a l l e r  urban p l a c e s  o r  r u r a l  

areas. Lastly, a b a la n c e  between p r o d u c t i o n  and 

consumption " s h o u l d  be worked out a t  the  r e g i o n a l  

level as well a s  a t  t h e  c e n t r e ;  and h a r o o n i s a d  w i t h  

the p r o d u c t i o n  p o s s i b i l i t i e s  o f  th e  c o u n t r l . .  and
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the r e g i o n s  c o n c e r n e d . 47

I h i s  c o m pre he nsive  s o c i o - e c o n a  i c  o v e r h a u l  

i s  o n l y  p o s s i b l e  in  c e n t r a l l y  p lann ed e c ono m ie sf  end 

i s  u s u a l l y  b a c k e d  by th e  d i s t r i b u t i o n  o f  s o c i o 

e c o n o m i c  and r e g i o n a l  p l a n n i n g  power.  D avid  S l a t e r  

o b s e r v e s :

F i n a l l y ,  ana r a t h e r  c r u c i a l l y ,  the  q u e s t i o n s  
o f  c e n t r e - r e g i o n a l  r e l a t i o n s h i p s  in  t h e  f i e l d  
o f  ec on o m ic  management and p l a n n i n g .  How much 
power  sh o uld  be g r a n t e d  to  t h e  c e n t r e  and 
how a r e  r e l a t i o n s h i p s  g o v e r n i n g  a l l  the  
d i f f e r i n g  f a c e t s  o f  d e c i s i o n - r a k i n g  t o  oe 
f o r m u l a t e d  so a s  to  p r e v e n t  b u r e a u c r a t i c  
c e n t r a l i s m  on the one hand, and autonomous 
d i s p e r s a l  on the o t h e r ?
A l s o ,  h e r e ,  what s t e p s  may be taken  t o  e s c a p e

e l i t e s  and t h e  c h a r p e n i n g  o f  c o n t r a d i c t i o n s  
b e t w e e n  d e c i s i o n  makers a t  v a r y i n g  l e v e l s  in 
t h e  a d m i n i s t r a t i v e  s t r u c t u r e  o f  the  m asses?  48

He i s  o f  the  o p i n i o n  t h a t  answ ers  t o  t h e s e

q u e s t i o n s ,  a s  w e l l  a s  to  t h e  v i a b i l i t i e s  o f  t h e  o t h e r

e c o n o m i c  r e v o l u t i o n  p r o p o s a l s  "can o n l y  be sought 

and e v a l u a t e d  w i t h i n  the g e n e r a l  framework o f  a 

s u b s t a n t i v e  a n a l y s i s  o f  t h e  c l a s s  s t r u c t u r e  and t h e  

r o l e  o f  t h e  s t a t e  in  the  s o c i e t y  under s t c r u t i n y :

T h a t  i s ,  the  e n t i r e  problem o f  d is e n g ag e m e n t  
from i n t e r n a t i o n a l  c a p i t a l i s t  syste m  and 
r e a l i z a t i o n  o f  s o c i a l i s t  t r a n s f o r m a t i o n  in 
an u n d e r d e v e l o p e d  c o u n t r y  c a nno t  be 
u n d e r s t o o d  in  i s o l a t i o n  from the  n a t u r e  o f  
c l a s s  f o r c e s  and s t r u g g l e .  In th e  s t r u g g l e  
t o  t r a n s f o r m  t h e  o r g a n i z a t i o n  o f  
u n d e r d e v e l o p e d  sp a c e  economy t h e  t h e o r e t i c a l  
and p r a c t i c a l  s i g n i f i c a n c e  o f  mf nt iAl__ ^
c h a n g e s  t h a t  t a k e  p l a c e  c « . o n l y  »
i n  t h e  context of t h e  unfolding relat^n.hlp. 
and conflicts between s o c i a l  c l a s s e s .
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From a n e o - c l a c s i c o l  v i e w p o i n t ,  Vt itdMNI r e u n i t e #  

the need f o r  r e g i o n a l  development in  a i l  i t *  

i m p l i c a t i o n s ,  i n c l u d i n g  p la n n in g  of th e  t p e t i e l  s t r u c t u r e .  

W h a t e v e r  t h e  n a t u r e  o f  r e g i o n a l  development is 
e n v i s a g e d ,  he f e e l s  t h a t  f o r  i t  t o  succeed, (s)  i t  must 

b e  j o i n e d  by e f f e c t i v e  power f o r  i t s  im p le m e n ta t io n ;

(b) t h e r e  must be  p o l i t i c a l  commitment t o  a c o u r s e  o f  

a c t i o n  t h a t  w i l l  e n su re  the s u s t a i n i n g  o f  t h e  r e g i o n a l  

d e v e l o p m e n t  p o l i c y ;  and the c o n s i s t e n c y  among t h e  

v a r i o u s  p o l i c y  components;  (c) the use  o f  r e g i o n a l  

d e v e l o p m e n t  i n s t r u m e n t s  must be c o n c e r t e d ;  and (d) a

cr>
s u s t a i n e d .

S i n c e  p h y s i c a l  p la n n in g  in  the so  c a l l e d  

" M a r k e t  E c o n o m i e s "  i m p l i e s  government intervention
o f  some k i n d  w i t h  the l e l s s e z  f a l r e  s i t u a t i o n ;

and g o v e r n m e n t  d i r e c t i o n  o f  t h e  a c t i v i t i e s  a f f e c t e d  by 

p l a n n i n g ;  h i s  v i e w s ,  though l e s s  r a d i c a l l y  s p e l l e d  

t h a n  t h o s e  o f  S l a t e r ,  have no s i g n i f i c a n t  d i f f e r e n c e  

i n  c o n t e n t .  T h i s  i s  be c au s e  any government 

i n t e r v e n t i o n  l e a n s  toward s c e n t r a l  p la n n in g  o f  s o c i a l

and e c o n o m ic  s y s t e m s .  The e xtrem e  form of  t h i s  

i n t e r v e n t i o n  i s  o b v i o u s l y  th e  c e n t r a l l y  p la n n ed

s o c i a l i s t  e c o n o m i e s .

F r ie nd m a n f e e l s  t h a t  t h e s e  Im plem entat io n  

r e q u i r e m e n t s  a r e  a p p l i c a b l e  i n  such p o l i c i e s  l i k e  

p h y s i c a l  c o n t r o l  o f  land  u s e ,  d i r e c t e d  m i g r a t i o n .
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direct public i n v e s t m e n t ,  and f i n a n c i a l  l o c a t i o n  of

incentives. He cites several i n s t a n c e s  worldwide 
where these criteria have su c c e e d e d ;  a s  lo n e  s s  they 
are consistently o b se rv e d  f o r  long p e r i o d s  of t i m e .   ̂

In another work, he l a y s  emph as is  on th e  s p a t i a l  

distribution of power;  and p o i n t s  a t  i t  a s  one  of  

the causal d e v e l o p m e n t s  o f  t h e  s p a t i a l  s t r u c t u r e  in 
any economy. He f e e l s  t h a t  n e o - c l a s s i c a l  e c o n o m i s t s  

tend to lay undue emphasis on economic f a c t o r s  a s  t h e  

main c a u s e s  o f  t h e  deve lopm ent  o f  s p a t i a l  s t r u c t u r e s ;  

while, in f a c t ,  i t  i s  the d i s t r i b u t i o n  o f  t h e  

?if?ctxve fiOj
resource a l l o c a t i o n ,  d i s t r i b u t i o n  o f  i n v e s t m e n t s ,  

innovations, and c o n s e q u e n t l y ,  the d e ve lo pm e nt  o f  

u r b a n  h i e r a r c h i e s . ^  Like  David S l a t e r ,  he f e e l s

that f o r  any r e g i o n a l  p o l i c y  t o  work power ha s  t o  be 

distributed i n  harmony with  the d i r e c t i o n  o f  t h e  

policy; o t h e r w i s e  the  s u c c e s s  o f  such a p o l i c y  w i l l  

be doomed. "The  i n i t i a l  d i s t r i b u t i o n  o f  g o v e r n m e n t a l  

power within a c o u n t r y  w i l l  t h e r e f o r e  g u i d e  t h e  

subsequent e v o l u t i o n  o f  the  sp a c e  economy he s a y s ,  

in this s e e m i n g l y  c o n c l u s i v e  remark.  By e f f e c t i v e  

power he means t h e  s i t u a t i o n  where p l a n n i n g  i s  done 

by the very a g e n c i e s  t h a t  a r e  i n  c h a r g e  o f  making 

programmed i n v e s t m e n t s ; "  where p o l i c y  m a kin g ,  

planning and i n v e s t m e n t  programming a r e  c l o s e l y  

linked.55
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How S u c c e s s f u l  a r e  t h e  Ea»t A f r i c a n  S p . t i . 1  

S y s t e m t ?

In view of the above a u t h o r i t a t i v e  v i e w s ,  

therefore, we can c o n c lu d e  t h a t  i t  i s  perna* t. * 

early to j u d g e  any o f  the s p a t i a l  sy stems o f  the  

three countries. I t  t a k e s  s e v e r a l  deca des fo r  a 

regional p o l i c y  t o  t a k e  shape and f o r  i t s  f r u i t s  to  

be seen. " I n  o r d e r  t o  a c c o m p l is h  i t s  o b j o ' t i v * ,  

the government would have t o  s u s t a i n  i t s  commitment 

to this p o l i c y  f o r  a p e r i o d  o f  s e v e r a l  d e c a d e s . " * *

^ None of the p o l i c i e s  ol ary ot th e  t h r e e

governments h a v e  l a s t e d  more than two d e c a d e s  and no 

wonder the m a n i f e s t a t i o n s  o f  c o l o n i a l  spatial 

s t r u c t u r e s  a r e  s t i l l  i n  e v i d e n c e .  T his  means t h a t  

whatever p o l i c y  has been adapted by any o f  t h e  t h r e e  

countries should be s u s t a i n e d  r i g o r o u s l y #  and f o r  a 

long time; so t h a t  th e  r e s u l t s  o f  the  p o l i c i e s  esn  be 

seen as a result of th e  p o l i c i e s  ha v ing  boen g i v e n  

time to take effect. What i s  e v i d e n t  in  t h e  p o l i c i e s  

is, at present, not a l a c k  o f  good i n t e n t i o n s  o r  th e  

part of any of t h e  t h r e e  governments in  t h e i r  

formulation, but l a c k  of c o o r d i n a t i o n  i n  t h e  v a r i o u s  

components of t h e  i n d i v i d u a l  p o l i c i e s  t h a t  d e s l s  

substantial blows to  g o v e rn m e n ta l  e f f o r t s  i n  t h e i r  

implementation. L u i g i  L a u r e n t i  q u o a tes  a c a s e  

the Kenyan c o n t e x t  where "(e)fforts of l o c a l
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a u t h o r i t i e s  t o  i d e n t i f y  the  most u r g e n t  p r o b l e m  

c a u s e d  b y  u r b a n  gro w th ,  and to p la n  p r o j e c t *  end 
o b t a i n  t h e  n e c e s s a r y  r e s o u r c e *  to  c a r r y  them o u t  have 

b e e n  a l m o s t  c o m p l e t e l y  f r u s t r a t e d  by the T r e a s u r y "  

where  " ( f ) financial o f f i c e r *  have shown l i t t l e  

u n d e r s t a n d i n g  o f  even s i m p l e r  requirement  a for  

a d e q u a t e  a d m i n i s t r a t i o n  o f  p h y s i c a l  f a c i l i t i e s *  and 

h a v e  s l a s h e d  bu dget  r e q u e s t s  y e a r  a f t e r  y e a r . " " * 7 

In t h e  c o n t e x t ,  he i s  c o m p la i n in g  about p l a n n i n g  o f  

s m a l l  u r b a n  a r e a s  -  th e  p l a n n e r s  l a c k  e f f e c t i v e  power;  

and a r e  c o o r d i n a t e d  thro ugh such e f f e c t i v e  power v e s t e d

a u t h o r i t y  o f f i c e r s  in  the d i r e c t i o n  o f  p l a n n i n g  any 

l o c a l  a u t h o r i t y .  As long  a s  t h e s e  T r e a s u r y  

c o o r d i n a t o r s  h a v e  the e f f e c t i v e  power,  th e  sy stem t h a t

i s  n o t  o f  t h e i r  l i k i n g  f a i l s  “  however w e l l  

i n t e n t i o n a l  i t  might  b e .  "The moral o f  t h i s  s t o r y "  

i s  t o  e m p h a s i z e  c o o r d i n a t i o n  i n  p la n n in g  a t  a l l  l e v e l s ,  

b o t h  p h y s i c a l  and s o c i o - e c o n o m i c .  The r e s u l t i n g  

s p a t i a l  s y s t e m  from t h i s  c o o r d i n a t e d  a c t i o n  a f t e r  

d e c a d e s  o f  i t s  c o n s i s t e n t  i m p le m e n ta t io n  i s  l i k e l y  t o  

be  th e  p l a n n e d  s p a t i a l  s t r u c t u r e .  T h is  way, i t s  

w e a k n e s s e s  and s t r e n g t h s  c a n  be a p p r a i s e d ;  and th e  

d i r e c t i o n  o f  g r o w th  r e - o r i e n t e d ,  or r e - p l a n n e d .

In  summary,  I am u r g i n g  a r e - a p p r a i s a l  o f  the 

s p a t i a l  s y s t e m s  o f  th e  t h r e e  c o u n t r i e s ;  and 

s u b s e q u e n t  c o o r d i n a t e d  p l a n n i n g ,  c o u p le d  w i t h  p o l l  

commitment t o  s u s t a i n  the  d i r e c t i o n  o f  o v e r a l l
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growth. Of t h e  t h r e e  c o u n t r i e s ,  o n l y  T a n za n ia  m m i

tc be going i n  t h i s  d i r e c t i o n .  The Kenyan u r i  

Ugandan s y s t e m s  a r e  c u r r e n t l y  haphazard i n  b o t h  

design and o b j e c t i v e s ;  and r e q u i r e  thorough o v e r h a u l  

so that t h e y  c a n  be c o o r d i n a t e d  to  conform w i t h  the 

p o l i t i c a l - e c o n o m i c  d i r e c t i o n s  o f  each s t a t e .

In  a l l  c a s e s ,  p la n n in g  p o l i c y  sh o u ld  h ave  the 

f o l l o w i n g  f a c e t s  harmonized:  Economic P o l i c y , A c t i v i t y  

j n y r  nrfran Hie r a r c h y  and Growth 

P o l i c y ;  I n d u s t r i a l  L o c a t i o n  P o l i c y ;  "b ack  t o  tj 

P o l i c y ;  E n v i r o n m e n t a l  P la nning  P o l i c y ;  and o t h e r s  

t n a t  a f f c e r n e a  w.

The g r o w t h  o f  u rba n  c e n t r e s  should  be c l o s e l y  m o n i to r e d ;  

and as much a s  p o s s i b l e ,  the  economic s y s t e m s  i n  e a c h  

o f  t h e  t h r e e  e c o n o m i e s  sh o u ld  be r e - o r i e n t e d  from 
a b s o l u t e  d e p e n d e n c e  on i n t e r n a t i o n a l  c a p i t a l  lam as

o r c h e s t r a t e d  b y  m u l t i n a t i o n a l  c o r p o r a t i o n s  from the  

N o r t h .  T h i s  i s  t h e  v e r y  g i s t  o f  th e  Bran dt  R e p o r t ' s

c a l l  t o  r e - d e s i g n  the  new N o rth-S outh economic  o r d e r .
58
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CHAPTER TWELVE

LAND USE IN EAST AFRICA

Introduction
Land use in any part of tha world - and In east 

Africa particularly - is of great concern to gaographara 
planners, economists and men of ralatad ditclplinaa.
A brief examination of land use in East Afri a ha» 
therefore been necessary as a case study of the area 
that this author has some familiarity. East Africa is 
an area where most of the readers of this text will 
be spending most of their working time. However# this 
should be no handicap to other readers in w>st parts of 
world because similar theoretical principles that nay 
be assumed to govern land use in East Africa nay apply 
elsewhere in the world; especially in countries with 
similar socio-economic backgrounds of colonialism and 
current economic attachment to western economic systans*

This chapter is meant to serve as an illustration 
of some of the difficulties involved in attempting to 
use theoretical paradigms to predict the nature and the 
pattern of land use in any part of the «©rld. Along 
with Chapter Eleven it is a warning to the student 
that theoretical principles in any social tclcn.e are 
mere generalizations and sinplificatm. of reality.
As we mentioned earlier, these paradigms need not apply
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appear in t h e i r  neat form at they art cast in textbooks 
cf a general n a t u r e  like this one. Whereat It it good and 

proper to learn these principles, to apply then in real 
life becomes problematic. It is all the s»re d i f f i c u l t  

to orientate these theoretical paradlgnt to the benefit 
of mankind an eternal challenge to all scholars
and policy makers all over the world.

Like in earlier chapters, it is conceded here 
by the way of apology that the subject of land use In 
East Africa and in any part of the world it very wide.
It requires separate treatment of its own, usually In 
the form of a full textbook; or in the form of readings s M M  
that cover its multi-dimensional aspects. Already, 
authoritative works exist in Goegraphy, economics, history, 
and sociology dealing with various aspects of land use 
in East Africa.^- Even these earlier works are not 
complete by themselves. Likewise, this chapter does 
not pretend to offer anything more complete; or more 
than the barest outline of the subject. The chapter 
will attempt to provide brief physical and socio-economic 
outline answers to the phenomena of spatial distribution 
of land uses in urban and rural areas with respect to 
the theories and factual information contained in
earlier chanters.
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In chapter four we analyzed the Von Thunen 
model of agricultural land uae. We found that within 
the domain of the assumptions that he made* agricultural 
land uses tend to form annular patterns around siarkot 
centres. We even found that practical and empirical 
examination of this model in the United States revealed 
a statistically significant and similar j attrrr. v  ;r>d 
the main market centre on the north American continent - 
the megalopolis on the eastern seaboard of the United 
States. The cause of this pattern was explained by the 
economic fact that all land users*  a r e

They behave in such a way as to maximize profits, while 
at the same time they are minimizing the costs cf 
production. In particular, we found that most regional 
scientists have identified transportation costs as the 
major cost that most land users attempt to cut. Therefore# 
most land users locate their land*using activities in 
such a way as to minimize transportation costs. In 

minimizing these costs, they compeat*, for land that is 
nearest the main centre where their produce is consu*sed 
the market. Under the assumptions of the major theories, 
there is consequent competition for this land} and the 
use of this land by the land user who expects to derive 
the greatest economic benefit from - end therefore who 
can afford to pay the highest rent for the land. Thie 
economic settlement, or allocation of land use among 
rational calculators is the main cause of annular

R u ra l Land Use
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pattern of land uses around market centre*. T.'.c 
rationality of the main models has even been empirically 
examined in next-door Ethiopia, confirming the belief 
that it is a fairly accurate representation of real 
1 j fe phenomena in both developed and developing countries 
and that it is only because of compexities occur 1 ng over 
the real life space that we do not get the sane pattern 
of land use arrangement as postulated by Von Thunen and 
other major theorists. These complexities could occur 
because of the scale at which the empiricist chooses 
the land which is the subject of his study. At the 
small scale level - within one Von Thunen ring -
found that a different model from the Von Thunen one 
may apply. Here, the problem is not the distance; 
because one such zone is presumed to be "one constant
distance" from the market. The issue determining land
use within the context of this work was found In chapters 
three and four to be mainly fertility. So that a different 
model was found to apply to this situation - the 
Ricardian model - in which fertility of land varies over 
space, and the most fertile land is used first while 
the least fertile land takes the least priority in the 
economic choice of the land user. At this micro-(and 
possibly meso-) level the Von Thunen pattern la expacted 
to be blurred for reasons of tha deviation of land uaee 
around most centres. Only when a wide enough view of
land around urban areas and market centra. 1. awmlnad 
does one expect to find some conformity to Von Thun.n.



T h e  n e x t  cause  o f  land  us# c o p p a « fx i t ; it not  

t h e o r e t i c a l  b u t  r e a l .  I t  t a k e s  the f o r r  o f  the 

g e o g r a p h i c a l  and s o c i o - e c o n o m i c  v a r i a b . c n :  i: . t • 

p a t t e r n  o f  s p a t i a l  d i s t r i b u t i o n  w i t h i n  th« s u b j e c t  

e n v i r o n m e n t .  It is th e s e  c o m p l e x i t i e s  t h a t  d i s t u r b  

t h e  l a n d  u se  p a t t e r n  in any p a r t  o f  th e  w o r ld  -  and 

E a s t  A f r i c a  i s  no e x c e p t i o n  t o  t h i s  r u l e .

A g r i c u l t u r a l  and r u r a l  land use  p a t t e r n  in E a s t  

A f r i c a  d e p e n d s  on b o th  economic  and e n v i r o n m e n t a l  v a r i a b l e s  

I n  t h e  Von Thunen a n a l y s i s  o n l y  the economic  v a r i a b l e s  

w e r e  c o n s i d e r e d  w h i l e  the e c o l o g i c a l  - e n v i r o n m e n t a l  

variables were held constant. „
w e r e  s u p p o s e d  t o  be l o c a t e d  o v e r  a u n i - t r o p i c  s p a c e )  

a p l a i n  w i t h  e q u a l  a c c e s s  i n  a l l  d i r e c t i o n s ,  ha v ing  

e q u a l  d i s t r i b u t i o n  o f  f e r t i l e  s o i l s  and n a t u r a l

r e s o u r c e s  and a uni form d i s t r i b u t i o n  o f  r a t i o n a l  men 

o f  e q u a l  t a s t e s ,  w e a l t h ,  and p r e f e r e n c e s .  O b v i o u s l y ,  

t h i s  i s  n o t  t h e  c a se  in  any  p a r t  o f  th e  w o r l d .  N e i t h e r  

a r e  a l l  d e c i s i o n  makers homogeneous In t h e i r  t h i n k i n g  

w i t h  r e s p e c t  t o  p r o f i t  m a x i m ir a t i o n  and c o a t  m l n l i a t l o n .  

Under t h e s e  c i r c u m s t a n c e s ,  i t  l a  b e t t e r  t o  e n a l y r e  

t h e s e  d e v i a t i o n s  from the  e x p e c t e d  p a t t e r n  from two 

v i e w p o i n t s  -  (a) th e  p o l i c y  and a o c l o - . c o n o m l c  p e r . p e c t l v a  

and (b) t h e  g e o g r a p h i c a l  and e c o l o g i c a l  p e r a p e c t l v e .

T h e s e  viewpoints a r e  embodied in  t h e  f o l l o w i n g

d i s c u s s i o n .



586

W h i l e  human s o c i e t y  atterpta to u t i l i z e  land 
and n a t u r a l  r e s o u r c e s  f o r  t h t i r  p h y s i c a l  and economic 
s a t i s f a c t i o n  t h e y  have d e s i g n e d  the "rules o f  tha  game" 
b y  w h i c h  resources a re  a l l o c a t e d  and by which t h e ,  

participate in economic a c t i v i t y .  I t  has bean found 

t h a t  leaving only the economic v a r i a b l e s  t o  d e te rm in e  

t h e  pattern of human a c t i v i t y  may sometlJMS I n t e r f e r e  

with individual and s o c i e t a l  c o n s c i e n c e  -  o r  s o c i e t a l  

norms. The nature o f  th e s e  s o c i e t a l  norms i s  c o d i f i e d  

by  most s o c i e t i e s  through t h e i r  customs and syste m s o f  

g o v e r n m e n t .  D i f f e r e n t  s o c i e t i e s  u x j i c i e n w  

the world and i n  d i f f e r e n t  environment* h a v e  t h a l r  

unique s y s t e m s  o f  government and s o c i s t a l  o r g a n i z a t i o n .  

Thro ug h t h e s e  s y s te m s  laws and r e g u l a t i o n s  t h a t  go vern  

daily social and economic a c t i v i t i e s  a r e  c o d i f i e d .  The 

pattern of e c o n o m i c  and s o c i a l  b e h a v io u r  w i l l  t h e r e f o r e  

b e  strongly i n f l u e n c e d  by t h e s e  l e g a l ,  c u sto m a ry  and 

policy parameters p r e v a i l i n g  in any a o c i e t y .  C o n s e q u e n t l y  

in any society the p a t t e r n  o f  land uae w i l l  s t r o n g l y  be 

influenced b y  t h e s e  s o c i e t a l  norma i n  a d d i t i o n  to  t h e  

raw factors o f  s u p p ly  and demand.

East Africa has had a complete history of 
interaction of many ethnic group, of indlg.nou. 
and later it has been subject to the colonl,.tlon of
these peoples by the European power. - notably Germany

a J Tnitiallv. the land uae patternand the United Kingdom. Initially,
,¥V. fhp socio-economic nature ofvaried in accordance with t

S o c io -E c o n o m ic  Causes o f  Rural Land Use Pattern
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each ethnic or tribal group among ths indsgsnous paoplei. 
As we saw in chapter three land was plentiful and was used 
for subsistence purposes. The land use pattern 
therefore reflected the subsistence nature of the 
habits of each tribal group. As we are about to see# 
the pastoral, semi-pastoral, sedentary and non sedentary 
societies had different ways of utilising the resource 
land and its fruits. Colonizing powers came, overcame 
these indigenous peoples and disturbed this pattern.
They introduced in some parts of East Africa their 
systems of land use; and in other parts they influenced 
the indigenous land use patterns through coercieve-

the Masai on the East A f r i c a n  h i g h la n d s  from t h e i r  

traditional g r a z i n g  a r e a s  in the  Lalkipia between 1904 
and 1911, and the d r i f t i n g  of the p e a s a n t r y  (bataka) 
after the Uganda Agreement of 1900 a re  notable examples 
of systematic coerslon. The w h it e  man al.o Introduced 
the monetary economy and the c o n c ep t  of p r o f i t .  Thla 
had the tendency of i n f l u e n c i n g  the land uee In East 
Africa through making the lndlgenou. people, try to 
conform to western profit maximization rule, with re.pect
to land use. The bulk of the theory dl.cue.ed In thl. 
text would not be relevant m  ab.enc. of a monetary 
economy. In fact, the great div.r.lty of land uae In 
this region is partly caused by how far the monetary 
economic system has impacted the original pre-colonial 
economic systems and their re.pectiv. concomitant land
use patterns.
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Pre-colonial land u n  i n  Cat; depended

chiefly on the nature o f  t h e  environrer.t o v e r  most of 
this area, and the c a r r y i n g  c a p a c i t y  of t h e  land.  The 
carrying c a p a c i t y  i m p l i e s  t h e  Magnitude o f  the  b iom ass ,  

and the human a c t i v i t i e s  t h a t  each o f  the v a r i e d  

environments ( e c o l o g i c a l  z o n es )  c o u ld  s u p p o r t .  The 

indigenous p e o p l e s  tended to s e t t l e  in  e a c h  e c o l o g i c a l  

zone and to a d a p t  t h e  la nd use  h a b i t s  t h a t  would be 

suitable t o  e a c h  zone.  Those who s e t t l e d  in  the 

forested h i g h l a n d s ,  for exam p le ,  became a g r i c u l t u r a l i s t s

U f » . « U u 4  i

arid areas a d a p t e d  nomadic and semi-nomadic modes o f  l i f e .

East Africa has many varied ecological zones

which can b e  g e n e r a l i z e d  i n t o  f i v e  bro ad c a t e g o r i e s  a s

follows:-
(a) The C o a s t a l  T r o p i c a l  Rain F o r e s t  la n d s .

(b) The Nyika Region -  bushland and T h i c k e t ,

(c) The Highland  Savanna -  wooded g r a s s l a n d  r e g i o n ;

(d) The a r i d  and s e m i - a r i d  r e g i o n , a n d

(e) The h i g h l a n d  f o r e s t  r e g i o n .

In each of these r e g i o n s  t r a d i t i o n a l  la nd  u s e  waa in  

accordance to what was humanly p o s s i b l e  i n  v i e w  o f  th e  

primitive technology o f  la n d  u t i l i z a t i o n  t h a t  in d ig e n o u s  

peoples possessed b e f o r e  t h e  coming o f  th e  E uropeans .  

Transportation was l a r g e l y  on f o o t  and la d d e n  a n i m a l s ,  

and the s o c i e t y  was not urbanised enough t o  r e q u i r e  l . r q e  

marketing c e n t r e s .  Production t h e r e f o r e  w a .  l a r g e l y  f o r  

subsistence, and t h e r e  was only o c c a s s i o n a l  i n t e r - t r i b a l

Pre-Colonial Land Use
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trade as described in the lest chapter. The tools 
used in production - especially in traditional 
agriculture were simple. They comprised the machette 
(panga), axes and hoes (jambes) made from local iron.

T h i s  was smelted by local blacksmiths and hasMred into 
the necessary shapes; and distributed according to deswid 
through the primitive inter-tribal trade.2

The Coastal area has been the area of contact 
between the peoples of East Africa and outsiders - 
especially from the Asian continent - for centuries. 
As a result of these contacts there developed a

utilized the coastal tropical rain forest and the 
neighbouring savannas largely for subsistence agriculture* 
and grew coconuts* mangoes, cassava, m.iizc, bananas, 
sugar cane, rice and other crops suitable to this
climate. Although this community was fairly urbanized 
as evidenced by the ancient settlements rich in 
architecture, it would be far fetched to try and impute 
the Von Thunen theory for two main reasons. Firstly, 
the pattern cannot be traced throughout ,,i8f r> 
because of the rise and fall of the Influence, of urban 
areas over time. For example one aultan would be 
powerful in one period, and would cau.e hi. capital tom U  

dominate all the others - and then he would be conquered, 
and the influence of this urban/..rk.t centre would often 
be obliterated. Secondly the area is very thin; about 
20km in width. So land use around the- -rket centre.
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would be distorted accordingly. Lack of adequa- 
transportation - except by ••atonal dhows and 
unreliable canoes - tended to makt agriculture nore 
of a subsistence nature over most c? coattai
strip. Due to lack of comparativt advantage between 
different parts of this region it was not economical 
to transport - say mangoes - fro* one part of the 
coast to another. This subsistence farming tended to 
result in patchy land use of orchard groves Interspaced 
by crop-land for domestic consumption. It must be 
mentioned that although exact Von Thjnen patterns could 
not be discerned because of the above reason* a 
considerable amount of trade between the coast and 
South East Asia has been recorded. Organized trade in 
agricultural produce between rural lands and coastal 
urban centres during this time was minimal; and the 
records about this kind of activity art minimal.

The Nyika region of buahland and thicket waa
occupied by hunter tribes like the Wakamba# and 
semi-nomadic Wamasaai, the Galla, etc. Some ereaa of 
Tanzania and Southern Kenya both occupied by aemi- 
pastoralists and agricultural tribes. Tbs crop, aultad to 
the low precipitation over thi. region Ilk. »lll«t, caaaava 
sweet potatoes, etc. were possible. Dua to tha harsh 
climate of this area human occupancy waa aparaa. Tha 
animals kept were goats and boran iabu humped cattla.
Land had not acquired any economic valua bacauaa cf tha 
sparse population. As ve .aw in ch.pt.r thraa. no rant

could be theoretically feasible bacauaa there was plenty



oi fallow unoccupied land a l l  o v e r  t h i s  area relative 
to the population. Neither the  Ricardian nor the Von 
Thunen theories could be Imputed t o  traditional land 
use because of these r e a s o n s .  The pattern of land use 
comprised patchy open a r e a s  l e f t  f a l l o w  through shifting 
cultivation o r  i s o l a t e d  v i l l a g e s  t h a t  w e re  the  then 
current settlements o f  t h e s e  p e o p l e s .  In between these 
patches there would be l a r g e  e x p a n se s  o f  t h e  natural 
N y i k a  vegetation o f  bushy t h i c k e t s  and g r a s s l a n d s .

The h i g h l a n d  savanna o f  bush la nd and t h i c k e t  was 

more fe&tile than t h e  Ny ika.  I t  was o c c u p i e d  by 

agricultural peoples l i k e  the Chagga, the Sukuma,
the Meru, the Bena, the Turu and o t h e r s .  The 

farming and la n d  use t e c h n i q u e s  were more p r i m i t i v e  than 

those u s e d  a t  the  C oast  due t o  l a c k  o f  c o n t a c t  w i th  

external p e o p l e s  - e x c e p t ,  p e r h a p s ,  o c c a s i o n a l  c o a s t a l  

traders. Some tribes -  l i k e  th e  Meru o f  Kenya * used 

wooden implements, th e  "muro", to  b r e a k  t h .  . . r t h ,  end 

for weeding the crops. However, s t e e l  e x e s ,  sw ords ,  

spears and other implements wers n o t  unknown. R enting  

of the land was not d e v e lo p e d  in  t h e  w e s t e r n  sense 

of the word, although some t r i b e s  l i k e  t h e  Luos, t h e  

Teso, the Nandi, the Pare, Nyakyuss.  Meru end others
developed fairly sophisticated sy ste m s o f  la nd  t e n u r e  

and land use systems.4 There  was no m o ne ta ry  econ< *y 

among these communities, and c o n s e q u e n t l y  

communities were not  u r b a n i s e d  and ‘ r a t i o n a l -  to  t h e  

degree assumed in Von Thunen and a l l i e d  t h e o r i e s .
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re fore tr.e land use p a t t e r n  was p a t c h y  and 

r e f l e c t e d  v e r y  l i t t l e  economic  t h i n k i n g .  S h i f t i n g  

c u l t i v a t i o n  and m u l t i p l e  ownership o f  s m e l l  p l o t s  

s c a t t e r e d  o v e r  the p l a i n s ;  so re  ly ir .  . w, .ir.U
o t h e r s  u n d e r  c u l t i v a t i o n .  Use of  f i r e *  f o r  bun:, 

c l e a r a n c e  was p r e v a l e n t  a l l  o ve r  the  Sa va nna .  T h i s  

had p r o f o u n d  e f f e c t  in  m o d i fy in g  t h i s  e c o l o g i c a l  sone  

b y  k i l l i n g  most  t a l l  t r e e s ,  and l e a v i n g  o r l y  stumps and 

the f i r e - r e s i s t a n t  t y p e s  l i k e  the A c a c i a  and Comb re  turn. 

P a t t e r n s  o f  s e t t l m e n t  on t h e  h i l l n i d c *  -wait m« re the  r u l e ,  

w h i l e  a g r i c u l t u r e  and g r a z i n g  was p r a c t i s e d  on the 

n e i g h b o u r i n g  p l a i n s .  O c c a s i o n a l l y  t r i b a l  w a r f a r e  te n d ed  

t o  d i s r u p t  t h e  p 'e r m ^ n T l ^ e ^ W T e P P f ^ ^ ^  

any  u r b a n i z a t i o n .  T h i s ,  a l o n g  with lack o f  : ,n< • ry 

economy, makes i t  f a r  f e t c h e d  to  t r y  and impute th e  land 

u s e  t h e o r i e s  c a s t  in  more s o p h i s t i c a t e d  a o c i e t i e a  o f  

o f  t h e  w e s t e r n  c i v i l i z a t i o n  o ve r  t h c a e  h i g h l a n d  aavanna 

areas i n  p r e - c o l o n i a l  t i m e s .

Kenya i s  the  o n l y  E a s t  A f r i c a n  c o u n t r y  w i t h  

e x t e n s i v e  a r i d  and se m i“ a r i d  a r a a s .  C u l t i v a t i o n  in  

t h e s e  a r e a s  was i m p o s s i b l e  due to  s p a r s e  r a i n f a l l s  

und er  250mm p e r  annum. The i n h a b i t a n t s  o f  t h e s e  s r e s s  

a d a p t e d  t h e m s e l v e s  t o  nomadic p a s t o r a l  ism. They ke pt  

s h e e p ,  c a m e l s ,  g o a t s  and Boran c a t t l e ,  making use  o f  

t h e  g r a z i n g  la n d  according t o  th e  s e a s o n . 5 In MSI AT' 
th e  o c c a s i o n a l  r a i n s  would make th e  p a s t u r e s  l u s c i o u s ,  

and t h e  t r i b e s  would move t o  ta k e  t h e  a d v a n t a g e  o f  the 

s p r o u t i n g  v e g e t a t i o n ,  l e a v i n g  the dr> a r e a s  be hi
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Human o c c u p a n c e  i n  th e s e  V N l  therefore depended 

on the availability o f  grttn putttTMf and thi people's 
mode of life was p u r e l y  nomadic.  Movement a c r o s s  

the cieserts was by camel .  The Boren.  Red 1  l i e  end 

the Somali o c c u p i e d  th e s e  e r e e s .  The p a s t o r a l  

nomadism is a more p r i m i t i v e  node o f  l i f e  then th e  

sedentary a g r i c u l t u r a l  mode o f  l i f e .  B e c a u s e  o f  

uhe harshness of the  environment any d e f i n i t e  

agricultural land use p a t t e r n  c o uld  not be p o s s i b l e )  

and therefore the  t h e o r e t i c a l  paradigms can be d i s m i s s e d  

completely for the sake o f  s i m p l i c i t y .

The h i g h l a n d  forest
sedentary a g r i c u l t u r a l  -  h u n te r  t r i b e s  l i k e  th e  Kik uyu,  

the Ganda, the Dorobo, Wanyankole, the B a g i s u ,  the Toro, 
Chagga, the Bena and o t h e r s .  These p e o p l e s  were m o s t l y  

farmers and g r e w  an a ss or tm en t  o f  cro p s  t h a t  were 

suitable for this a r e a .  The f o r e s t  a rea  i s  th e  i t t e t  

fertile in East A f r i c a ;  and t r a d i t i o n a l  a g r i c u l t u r e  

thrived reaching v e r y  h igh  l e v e l s .  Land t e n u r e  was o f t e n  

the most sophisticated among the  E a s t  A f r i c a n  p e o p l e s .

It ranged from individualized c la n  o w n e r s h ip  o f  th e  

Wakikuyu^ through various s t a g e s  in  the land  tenure  

"spectrum" to  the feudal la n d  ownersh ip  s y s te m  o f  t h e  

Waganda. Hunting of the game abundant in t h e  f o r e s t s  

and the neighbouring p l a i n s  s i t u a t e d  on i n t e  remount an# 

p l a t e a u x  was a l s o  practised by some t r i b e s  l i k e  the 

Wandorobo. A g a i n ,  l a c k  o f  t h e  monetary econom ic  s y s t e m .
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e l a b o r a t e  t r a n s p o r t a t i o n  s y s t e n t ,  and t h e  s p e r s e n e s s

of population caused the sedentary nature ©f the
economic d e a l i n g s  w i t h  land at a commodity. The land
rent was r u d i m e n t a r y ,  and s o n a t i n a s  n o n - e x i s t e n t . 7

Shifting c u l t i v a t i o n  was prevalent, causing the s i t u a t i o n

described i n  C h a p t e r  3 where rent is often not payable
for the u s e  of land. The p a t t e r n  of land use within
the settled area was patchy. Different crops ware
often grown at d i f f e r e n t  e l e v a t i o n s ,  and at different
slopes on the river valleys that characterise the
topography of these forested mountainous areas. For
e x a m p l e , s w e e t  potatoes and sugar cane were grown on the
r i v e r  bottoms, while on the valley slopes were grown the
cassava, bananas and yams; and on the ridges were grown

a
beans, peas, and m i l l e t  by the Wakikuyu. 

communities o c c u p y i n g  the  f l a t  wet a r e a s  l i k e  the 
Baganda, Basoga the pattern waa l e a f  definite; and 
involved the plantation of banana plots interapased 
by maize, cassava, bananas, and sugar cane. Because 
of the largely humid climate of Uganda these tribes 
specialized more In tree crop, then the tribe, o f  centr.l 
Kenya and Tanzania. Thus. the banan. plantation, were 
the commonest land use among the Baganda especially.
The Miombo w o o d la nd s  o f  Tanganyika  ware the o n l y  

e x c e p t i o n  t o  t h i s  r u l e  b e c a u a .  t h e w  fore.t. g r e 

en p o o r  s o i l s  and i n  an e nviro nm ent favouring their 
i n f e s t a t i o n  by th e  d i s e a s e - c a r r y i n g  f e - W  fly. T h l .  

r e n d e r e d  a l m o s t  t h e  whole  of the .outh— .tem h a l f  of 
T a n z a n i a  l a r g e l y  u n o c c u p i e d  i n  p r e - c o l o n i a l  time..
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Again t h e  d i f f e r e n t  s o c i o - e c o n o m i c  and p h y s i c a l  

environment from the one p o s t u l a t e d  by Von Thimen raMtt 
the theoretical paradigms b a s e d  on th e  r a t i o n a l  

"economic man" i r r e l e v a n t  in  tlie d e t e r m i n a t i o n  o f  the  

la n d  use p a t t e r n s  o v e r  C a s t  Africa i n  p r e * c o i o n i a l  

times. Land use  in this zone - l i>* ir - t  . ■

zones of E a s t  A f r i c a  - eas regulated more by t r i b a l  

customs and t h e  n a t u i e  o f  the physical enviro nment than 

by the e c o n o m i c  f o r c e s .  The tribal custors in turn 

were r e g u l a t e d  by e m o t io na l  attachment between members 

of the community r a t h e r  than puraly economic c o n s i d e r a t i o n s .  

Man's r e l a t i o n s h i p  to  land was more spiritual than a c o n o m lc .

C o l o n i z a t i o n  and Rural Land Use

The impact of colonial penetration on land use in
the three East African countries variad according to the
colonial s t a t u s  o f  each country. Uganda w.m .1 

"protectorate" ,  w h i l e  Kenya was a "colony" and 

Tanganyika (m a inla nd  Republic of Tanx.nl.) was a mandated 
territory. A " c o l o n y "  was a territory dapand.nt . n t l r a l y  

on the British Crown. I t  was a c q u i r e d  by the B r l t l a h  

crown through s e t t l e m e n t  by Brltlah Subjacts. through 
conquest, t h r o u g h  a n n e x a t io n ,  or through c o s . t o n  from c o l o n i a l  

dependencies o f  a f o r e i g n  power by that foreign power t o  

the British c r o w n .  The soil cf the colony we. c o n s i d e r e d  

British, and t h e  i n h a b i t a n t s  of the c o l o n y  were British 
subjects. A " p r o t e c t e d  t e r r i t o r y  might be a 
i n d e p e n d e n t  state whose government U  aup.rvi.ed by the 
B r i t i s h  Crown -  such as a "protectorateor It might
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be a "mandated t r u s t  t e r r i t o r y * .  A c q u i s i t i o n  o f  * 

protectorate was m ainly  by t r e a t y *  usa g e  o r  s u f f s r s n o s i  

and so was a c q u i s i t i o n  o f  a mandated t e r r i t o r y .  Tho

later was usually h e ld  by the British crown on behalf 
of the leaque of N ati o ns  after the 1 9 1 4 - 1 9 1 $  war w i t h  

a mandate on the British crown to supervise the 
development of the state until th« ir.hab; t.int s are 
"mature to govern themselves”. The soils o f  b o th  th e  

Protectorate and the Mandated trust territories 
were foreign, and the inhabitants were only British 
protected. Originally, British jur 1 sd i<'t i< r. w.i% .
in kind by the nature of the agroeMnt with a l o c a l  r u l e r •

The crown was also suppose}
and those of other countries resident in the trust 
territories, and also the subjects of the protected
territories as the local rulers (if any) may consent. 
However, in both types of protected territories this 
changed in the latter part of the Twentieth century and 
these limitations were largely abandoned. British
domination o v e r  the  Protectorates and the Mandate t r u s t

territories became more or less as e x t e n s i v e  as in 

colonies; and the style of government became a lm o st

identical.^

With respect to land uae, what actually .attar.d 
initially was the status of colonisation of each 
territory. Land within the colonl.e -aa .anlpulatad by 
the crown however "it" pleased bec.ua. It -a. Brltl.h 
soil, on the other hand the "foreign .oil* in
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p r o t e c t e d  t e r r i t o r i e s  was supposed t o  be reserved f o r  

e x c l u s i v e  use o f  t h e  i n d ig e n o u s  i n h a b i t a n t s  o f  th e  

t e r r i t o r y .  T h i s  meant t h a t  Europeans o f  B r i t i s h  o r i g i n  

could  settle i n  a c o lo n y  l i k e  Kenya, t - t  such s e t t l e M n t  

was, i n  theory, s t r i c t l y  Halted in  T a n g an y ika  and 

Uganda - b e c a u s e  they were "protected territories*. 
E urop ea n  s e t t l e m e n t  was legally s a f e g u a r d e d  by l e g a l  

institutions i n  a colony, so that in Kenya a European 

c o u l d  n o t  a s s i a n  his interest over land to a no n -E u rop ea n .  

In T a n g a n y i k a  and Uganda it Is the interests of the 
A f r i c a n s  w h i c h  were theoretically safeguarded by 

l e g a l  i n s t i t u t i o n s ;  and it was supposed to be i l l e g a l  

for" an A f r i c a n  to transfer niTinVarosI #  r 
European, or a non-African.^ This m^ins that the  first 
t h i n g  t h a t  the British d id  immediate ly  thev a c a u i r e d  

any o f  t h e  t h r e e  territories - no matter what its 
colonial status - was to define land tenure, so t h a t  

the a d m i n i s t r a t o r s  can be able to have clear quldei mas 
w i t h  r e s p e c t  t o  dealings over land and real p ^ o p - r t y .

Definition of Lan d Tenure i n

The first country to come under the B r i t i s h  tule 

i n  East Africa was Uganda.12 A British prot.ctor.t. 
was declared over Uganda in 1694. After several 
vassilating decrees and order, in council regarding land 
tenure and the general administration of the territory 
the British Government appointed Sir harry Johnston .. 
s p e c i a l  commissioner over Uganda a. one of th e  b a s i c
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measures of a c h i e v i n g  h i t  objectives. B r i t i s h  rule - 
accoriding to him - was to be made self-tuffi c i e n t  and 

firmly entrenched by s t r e n g t h e n i n g  the hand of th e  ruling 
oligarchy and so b r i n g  stability t o  the p r o t e c t o r a t e . *  

The culture of the Baganda was such t h a t  t h e  i s o u n t  of 
land ownership defined the extent o f  political and 
economic power  over all the tcr.antu and « ;b-t*»r *nt- 
working in t h a t  land. So, Johnston set out to rake 
sure t h a t  t h e  "oligarchy" was well r e w a r d e d  witl l a n d  

(at the e x p e n s e  o f  the common man - the Mukopl - by 
the terms of t h e  Uganda Agreement which he signed on 

behalf of t h e  Brisish Crown with the Kabaka o f  Uganda 

in a g r e a t  h u r r y  -  "after for

in Buganda, and without any .... consultation with 
t h e  F o r e i g n  Office ...." on tha 10th o f  March 1900.

The second objective of making the lend settlement
and probably  Johnston's main interest wa# in gaining
c o n t r o l  o v e r  and utilizing the unoccupied land. H#

hoped t h a t  t h i s  la nd would be used to support the
p r o t e c t o r a t e  f i n a n c i a l l y  - thus entrenching the
c o l o n i a l  r u l e  o v e r  Uganda. Therefore he concentrated
on i d e n t i f y i n g  the unoccupied land and left the Kabaka
and h i s  f e u d a l  v a s s a l s  to adjudicate over the problem*
o f  t h e  most  p o p u l a t e d  areas of Buganda, very often a t

the expense o f ,  and causing great hardships to the
common man. West o b s e r v e s  that this primary concern
o f  J o h n s t o n  prevented him from worrying himse

u n d u ly  o v e r  the problems of the occupied land, to long
. 1 4

as he obtained the chiefs' agreement.
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The chiefs and other feudal potentate, could 
n o t  f a i l  to give their content to the agreement since
t h e y  w e r e  t h e  b e n e f i c i a r i e s  o f  th e  w h o l e -------- j --------

<-«anc.u Agreement f a t h e r e d  a land set t le r«?r .t  and 

land tenure scheme called the 
from whose operation the chief* were the ui.nin 
beneficiaries. The word "Mailo" 1* derived fr : tho 
E n g l i s h  word  "mile", that is, a square rllei and ha* 

come t o  be  used in Luganda as an "estate* or an "area". *
By article 15 of the Agreement the total area of Buganda 
was taken to be 19,600 square miles. Johnson made sure 
that this was divided between the Buganda ruler (the _ _ _  
Kabaka") and
P r o t e c t o r a t e  government on the other. Thun, t .* Mba^-t,  

and t h e  members of the r o y a l  f a m i l y  -  the r e g e n t s ,

county c h i e f s ,  and certain other leaders - received
either p r i v a t e  or official estates totalling 956
square m i l e s .  The other chiefs, about 1000 in number
were a l l o c a t e d  8000 square miles at the rate of 8 square
miles each. A total of 92 square miles were given to
Christian m i s s i o n a r y  societies, and 50 square miles
were set a s i d e  f o r  existing government stations* while
1,500 square miles were set aside for forest reserves.
The r e m a i n i n g  area - in which Harry John.ton. wa. prlnarili
i n t e r e s t e d  - amounted to about 9000 aguara alia* .... o f

w aste  and uncultivated land (and) wa. to ba va.tad In

.16
Her M a j e s t y ' s  Goverment.
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! "s sub*dlvl*lon of Buganda called f o r  on

a l r e a d y  e s t a b l i s h . d  and w*H-.t.ff.d ,urv#y ^ r t m 9 M

to  demonstrate Individual clalw. However, l i t t l e  wee 

done due to l a c k  o f  intere.t to adjudicate theta c la U a a  

by both the f o r e i g n  office and the Protectorate
Go vernment  a s  soon at the Agreeaent waa signed.
T h i s  l e d  to inconsistent vassilation in both policy 
and g o v e r n m e n t  interference with the lend tenure 
s y s t e m  throughout the early part of the 20th century.
The "new" la n d  tenure  was immediately out of step 
w i t h  t h e  p re -A g ree m e n t  traditional land tenure system 
and c a u s e d  u n t o l d  difficulties to the common man 
(the "Mukopi"- pi, "Bakopl") who wee 1 *

in  t h e  s y s t e m .  When the whole situation stabilized It 
amounted t o  a poor cousing of the British feudal system* 
S e v e r a l  i t e m s  of legislation were passed to ameliorate 
t h e  d i f f i c u l t i e s  created by the hasty Agreement; 
t o  v e r y  l i t t l e  a v a i l ;  until 1950s * when e freehold lend
t e n u r e  w i t h  a landowning middle-class emerged from the 
c o n f u s i o n . 17 This  land ownership syete* wee later 
e x t e n d e d  t o  T o ro ,  Lunyoro and Ankole. Thus the land 

t e n u r e  i n  Uganda i 3  still evolving under the impact 
o f  t h e  M a l l o  Sy ste m . 18 The Northern Ugandan dlatrlcta 
have b e en  l e f t  out  because at the tire of British 
p e n e t r a t i o n  t h e y  were not as closely eettled at tha 
s o u t h e r n  d i s t r i c t s .  Most land in these areas wee
crown l a n d ,  where the "natives had only the

large part of it was scrub-land;i n t e r e s t .  In any c a s e ,  a
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and therefore of little Intere.t to th. eolonLll.t.

r ‘̂sultinq **nd tcnura ir. . >r : ,
1 s u b s i s t e n c e  - small holder • c a t h e r o p  economy 

where large p l a n t a t i o n *  were largely t h e  e x c e p t i o n  

rather t h a n  th e  rule. The land use pattern that 
resulted was a patchy mixture of seasonal ct  >p«, 

cash c r o p  ( c o f f e e ,  tobacco, cotton, etc.), and 
banana  plantations. Each tenant and sub-tenant 
within t h e  m a l l o  system would grow food crops and 
cash c r o p s  o f  all kinds on his small-holding that he h a s  

either p u r c h a s e d  or rented from the Mailo owner. The 

overall pattern was therefore a pat f l I M P H i i
small p l a n t a t i o n s  all over most of the southern 
d i s t r i c t s .  Most o f  the northern tribes led a 
s e m i - s e d e n t a r y  semi pastoral life; and "land adjudication” 
has n o t  t a k e n  place in these areas as it has in the south.

The Crown never came to utilise the remaining land 
in a c c o r d a n c e  with the Johnston design because of the 
ambivalent n a t u r e  of land ownership within Uganda in 
view o f  i t s  "protectorate” colonial status. Vassilatlon 
o f  c o l o n i a l  policy over land ownership, and the g ro w ing  

s u s p i c i o n  o f  th e  Baganda of the British administration 
and w h i t e  settlers (after what they could see happening 
next-door i n  Kenya) led to legislation that was meant 
t o  o u t l a w  t h e  transfer of mallo land to non-Ugandan, by 
1916.20 Thus, despite the pre-exl.tlng land tenure before 
c o l o n i a l i s m  that responded more to the environmental 
f a c t o r s ,  t h e  present land tenure In Uganda ha. b~ n  h e a v i l y



602

impacted by the systea of coloniallsn - which « u  
arbiterarily superimposed over the customary socio
economic system of the Baganda and the other Ugandan 
tribes. Land use patterns end practices have 
the re fore responded to this sociô ccor. ;>r ic ciim.it* in 
a different way from the western - based land use swdela. 
The discernible difference between tho pre-colonlal 
land use practices on the one hand and the colonial land 
use practices - even post-colonial practices - on the 
other is therefore the result of this ethnic interaction 
that was caused by colonialism and colonial lnterferance 
with traditional societies in Uganda.

D ef^ j ^ t l o n  o f  Land Tenure in Kenya

Kenya was the second country to come under the
British colonial domination. When the British 
Protectorate was declared over Uganda in 1894 it becans 
necessary to build a railway line to link Uganda and 
the Coast. In the process of providing this transportation
link to the territory with the strategic fare of 
containing the source of the Nile - and theref re
determining the colonial destiny of Egypt and the 
Suez Canal - it was necessary to annex the land through 
which this railway line was t o  pass. According to the 
then known geographical f a c t s ,  the present territory 
known as Kenya was deemed t o  be lately v e n t ,  end .«e«d 
to have unpromising economic f u t u r e  bec.u.e of the prev.l.n 
barren country that o f f e r e d  no s i g n i f i c a n t  premia t o  

agricultural a c t i v i t y .  However, for s t r a t e g i c  snd o t h e r
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reasons, the present Kenya (then celled the Cast 
Africa Protectorate) could not be left aiore 
independent of British control. After a brief ape 11 
of administration by a trading company called Imperial 
British East Africa Company (l.B.E.A.) the British Crown 
took over the administration of the territory in 1896 
by officially declaring it an "East Africa Protectorate*. 
In the same year, the Uganda Railway was stated at 
Mombasa.

Before the railway could be laid down it became 
necessary for the railway engineers to s e e k

colonial o f f i c e  -  London. Thus th e  B r i t i s h  had l:o 

define the status o f  the P r o t e c t o r a t e  la nd  In r e l a t i o n  

to t h e  B r i t i s h  Crown before anybody could d e a l  w i t h  th a t

land. Through a system of arbiterarlly made Orders In 
Council, rules and regulations and atatutes • made in 
quick succession between 1896 and 1902 it became clear
that the British Crown claimed all tha unoccupied land in 
the East Africa Protectorate.21 In th* meantime, aa th* 
railway building proceadad inland to Kleuau (than 
considered by colonialists aa balng in Uganda aa 
their boundaries of -Uganda’ began at th* hlghar adg* 
of the Eastern Rift Valley Eacarpment near Llmuru,
Kenya) land was supposed t o  b* acquired for railway D M  
in accordance with the Land Acqul.itlon Act of India.

( 1 8 9 4 ) . 22
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In 1902 the c o l o n i a l  governor  Char l o t  E l i o t  

began his " W h ite  H igh la nd s"  p o l i c y  whereby l e a d  on 

the cool Kenya Highland* was to b* " r e »*♦ «■ *.*■ •« • for  

colonial p l a n t a t i o n  a g r i c u l t u r e  by the B r i t i s h  colonists. 
Large tracts of land were ca rve d  froc  tr.c seertui^ly 

vacant and p a r t l y  A f r i c a n  o c oy le d  land on t h e  h i g h l a n d .  

The land t e n u r e  and land a l l o c a t i o n  p r c c e s *  va» 

defined i n  a c c o r d a n c e  w i t h  a r b i t e r a r y  l e g i s l a t i o n  and 

regulations t h a t  were p r e p a r e d  between 1902 and 1915. 

Finally, t h e  A f r i c a n  " n a t i v e "  was reduced  t c  a 

tenant a t  w i l l  o ve r  a l l  Kenya land w i th  no i n t e r e s t  

over t h i s  l a n d ,  e x c e p t  usufruct - or s~.crc uae  ̂

f r u i t  of t h e  la n d .

The a r e a  o f  the H i g h la n d .  wa» . n l . r g . d  by 
extending t h e  Protectorate boundary to the pr.aent 
position -  a n n e x a t i o n  of th. ’ N s lv s s h s *  . n d  •Ki.u.u* 
Province i n  1902. Consequently, mo.t  o f  the a r a b l e  

land in Kenya was brought under the white settler 
dominated c o l o n i a l  plantation agriculture. A f r i c a n ,  

were pushed to poor land  by a s y s t e m a t i c  . r b l t . r s r y  

succession of r u l e s ,  r e g u l a t i o n .  -  .nd l « t l y  - 

legislation. The N a t i v e  Tru.t Land M iBUSM o f  U M  

established t h e  " T r u s t  b a n d s ’  -h.r.ir, A f r i c a n , could
conduct their agricultural activities ‘-‘^out

.  . „ h_ Kenva (now Colony) government sndinterferance by the  Keny

24white settlers.
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Land use pattern and practices that resulted fros 
this dichotomous land tenure system was typical of la rye 
mechanized farms, with European "sciar.t if ic* type of 
farming; and overcrowdged land use systems of traditional 
agriculture that was h e a v i l y  Impacted by the overcrowding 
conditions; forced l a b o u r ,  e x c e s s i v e  t a x a t i o n  and colonial 
exploitation. At present, l a r g e  farms occupy the former 
"White H i g h l a n d s "  w h i l e  s m a l l - h o l d i n g s  (about 6 hectare 
cn average) occupy the  former " N a t i v e  R e s e r v e s "  under 

the Trust Land Ordinance.  The l a t t e r  have  a 

characteristic b a l k n i z e d  and pa tchy  a p p e a ra n ce  w i t h  

m i n i - p l a n t a t i o n s  ( 

interspaced w i t h  o t h e r s  o f  s t a p l e  fo ods l i k e  m a i z e ,  

millet, beans, e t c .  In some a r e a s  th e  in d ig e n o u s  p e o p l e s  

were i n d o c t r i n a t e d  t h a t  cash crops l i k e  c o f f e e  would 

bring better economic b e n e f i t .  T h i s  c a u s e d  c a s h - c r o p  

monocultural predominance a t  the e x p e n se  o f  staple crops. 
In the later h a l f  o f  the  t w e n t i e t h  c e n t u r y  when prices 
in the world market -  e s p e c i a l l y  t h a t  o f  c o f f e e  -  were 
droping it has caused s e r i o u s  h a r d s h ip s  and food 
shortages. The Chogor la  a r e a  of  South  Meru District in 

Kenya is an example. In o t h e r  a r e a s  l i k e  Kiembu and 

Murang'a - the s m a l l - h o l d i n g s  have been s e r i o u a l >  

fragmented due to  i n h e r i t a n c e  and s u c c e s s i o n ;  so that 
now the resulting s t r i p s  o f  land a r e  no l o n g e r  

economically viable f o r  any to rn  o f  a g r i c u l t u r e .  This 
has had t h e  ultimate r e s u l t  o f  c a u s i n g  a data o f  

landless p e o p l e ;  with th e  concomitant a d v e r s *  soclo-
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economic side e f f e c t s  I lk #  rursl*urb*r« s i ^ n t i o n  into 
Nairobi and other urban c e n t r e *  o f  Kr.yi, Tt.c lani 
consolidation and re form  o f  land to -

implemented by the  c o l o n i a l  and now »*.* *c; i t i :  

governments h ave  n o t  p r o v i d e d  s u f f i c i e n t  n ^ i u t i  n o f  

to landlessness. N e i t h e r  have the s e t t l e s t t n t  scheme* 

that came a f t e r  the White S e t t l e r s  abandoned t h e i r  

farms w i t h  Uhuru. Land use  p a t t e r n  r» an ! p r . v t l  

in future w i l l  depend on what measures t h e  R e p u b l ic a n  

government w i l l  t a k e  to  a d m in is te r  the l o n g  .

large farms on the  h i g h la n d s ?  and or. the g o n rr . i l  

s o c i o - e c o n o m i c  d i r e c t i o n  l iMlff1"0********

some members o f  P a r l i a m e n t  have been c a l l i n g  f o r  maxiAR 

in t h e  a r e a s  o f  la n d  o wnership  t h a t  an i n d i v i d u a l  s h o u l d  

be a l l o w e d  t o  own. T h i s  i s s u e  i s  a b i g  p o l i t i c a l  d e b a t e  

in v i e w  of t h e  f a c t  t h a t  s e c t i o n  75 o f  t h e  t o n y i  

Constitution g u a r a n t e e s  t h e  s a n c t i t y  o f  p r i v a t e  

ownership -  and t h e r e f o r e  m i l i t a t e s  s g s i n s t  sn y  m s s s i v e  

nationalization o f  any la n d  t h a t  isey f a l l  in  e x c e s s  o f  

whatever maximum q u a n t i t y  o f  land o n w e r s h ip  m*y be  f i x e d .

From an economic  v i e w p o i n t  ad opted  In t h l .  t e x t  

no good example can be o b t a i n e d  t o  match t h e  Von Thunen 

model of spatial arrangement  o f  r u r a l  la n d  u s e  In Kenya.

The s o c i o - e c o n o m i c  i n t e r a c t i o n  w i t h  the c o l o n U l n g  

peoples, c h a n g e s  ( improvement .)  In t r . n . p o r t . t l o n  and 

other t e c h n o l o g y  between early Eighteenth Century when 

von Thunen was w r i t i n g  and the ..cond half of the T w e n t i e t h  

Century, and o t h e r  f a c t o r s  dl.cu.sed In Chapter f o u r .
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have impacted the economic landscape so seriously that 
Von Thunen is virtually Invisible over the Kenya 
highlands. In addition to this, the areas that were 
not h e a v i l y  influenced by the settler population and 
western "civilization" have hardly changed fro* their 
t r a d i t i o n a l  pattern discussed above. This pattern is 
o b v i o u s l y  not in keeping with the assvsaptlons of Von 
Thunen and related models.

De f i n i t i o n  of  Land Tenure in J w a f l i l

W e ste rn  influence came to Tanzania Initially 
t h r o u g h  colonization by tha German* from about 1805 
to 1918 - as we have disrussefl !n W  
The Germans a l s o  wanted to exploit tha agricultural 
p o t e n t i a l  of their East African dependency; and they, 
i n i t i a t e d  a settlement scheme by the Europeans 
a t  a smaller scale than the British. German 
s e t t l e r s  o c c u p i e d  most of the fertile lend on t h i *  

v a s t  t e r r i t o r y  - especially In the KlllmenJ.ro eree. 
T h i s  c a u s e d  a railway line to be built between 
Tanga and t h e  Kilimanjaro area during the l a s t  

d e c a d e  o f  t h e  Kinenteenth Century. In their 
own w a y ,  b u t  not very much unlike the British, they 
f i r s t  d e f i n e d  an arbiterary proceedur. of appropriating

* iand within their new colony, t h e i r  n e w l y  annexed lana wun
A f t e r  t h a t  t h e y  defined the land tenure to be
a p p l i c a b l e  in accordance with the practice, of the

--rmanv Krishan Kaini observes
" m o t h e r "  country -  Germany.

. nf aranting indefeasible t i t l e s  
t h a t  t h e  concept of g r a n t i n g
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t o  land "was f i r s t  accepted by the German colonial 
a d m i n i s t r a t i o n  o f  Tanzania. This administratis 
permitted the c r e a t i o n  of freehold titles. TWO Mthodi 
were adopted: (1) It recognised the rights of certain 
occupants t o  parcels of land as estates in fee Slagle#
....................  ( 2 )  the administration alienated parcels of
l a n d ,  by g r a n t ,  either in fee sisple or for a 
l e a s e h o l d  t e r m .  The grantees of leasehold estates 
were  g i v e n  t h e  option, provided they complied with 
the d e v e lo p m e n t  conditions contained in a lease# 
to c o n v e r t  the leasehold estates into fee-si»ple 
e s t a t e s . " These rights were put on record in

a d m i n i s t r a t i v e  areas.25 No compensation is recorded 
a s  having been paid to tha tribal owners of these ̂
f e r t i l e  l a n d s .

After the first World War. T««iie ws. ceded 
t o  t h e  British as a League of Nation.’ Mandat. Try«t 
t e r r i t o r y . It therefor, aaeumed the at.tu. of .
"protected territory" a. dl.cu.aed above. In
a c c o r d a n c e  w i t h  the Tru.t.e.hlp Agreement for

„ . ... .H„„ auppoaed to be governed
T a n g a n y i k a  th e  n a t i v e s  were

. . , * ..he League of Nations.by t h e  British on behalf of
, British Government and the

C o n s e q u e n t l y ,  the Bri
^ministration were in theory not

B r i t i s h  Tanganyika admin
, .,h the land in Tanganyika aa they « n

a s  f r e e  t o  deal with ... 1|
A r t i c l e  Six of the H«.d.t. read. • •

i n  K enya .
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In framing of laws relating to the holding 
or transfer of land, the Mandatory shall 
take into consideration nativa laws and 
customs and shall respect the rights and 
safeguard the interests of the native 
population. No native land may be 
transfered, except between natives, 
without previous consent of the public 
authorities, and no real rights over 
native land in favour of non-natives 
may be created except with the eesei consent. *

Consequent to these and slmllrr provisions 
European settlement by the British took placa in Tanzania 
in a restrained comouflaged manner, unlike the outright 
annexation and settlement that was practised in Kenya.
The British Trustee administration did not alienate any
land on f r e e h o l d ,  but. g r a n t e d  to s « i t * e i b  W/‘

, 27leaseholds that did not exceed 99 years.
Consequently, settlement in Tanzania, was r.ot as 
attractive as it was in Kenya for British Colonists}
especially in view of the loopholes In the regulations
governing settlement in Kenya, and th, post Plrat World 
War "Soldier Settlement Scheme' In Kenye which wae 
inaugurated in 1919 to reward the war veterana. In 
addition, Kenya had larger area, of highland region 
that had already been declared 'white highlands .
Tanzania agricu ltu re and land uee after the Brltieh 
colonization therefore was euppoeed to be controlled 
largely by indigenous peoples. This in general 
perpetuated pre-co lon la i land use pattern, throughout 
the period of British Trusteeship: and into Independence. 
Only relatively small area. a. compared to Kenya had 
some fo rm alized  European type of land tenure. —  the
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rest of Tanzania - about 90% was under customary land 
ownership as at independence in 1961. This it because 
in any case the 90% of the land was not ae fertile as 
Kenya highlands. The land use pattern • ae observed 
above - remained largely out of the influence of the 
major land use models, because the assumptions that 
form the basis of these models did not hold in Tansania 
Most of the land was savanna type and was also unsuitable 
for settlement because of the tse-tse fly menance.
Added to the lack of homogeneity in natural resource 
distribution, lack of effective money economy, lack of 
adequate and
it would be too much to expect any order in accordance 
with Von Thunen. Only land that was suitable for 
cultivation was farmed first - and l i k e  In all the

traditional e c o n o m i e s ,  including Kenya and Uganda - 
unsuitable land has been left, and hat been recleleed 
only when population pressure ha§ made It economice 1 
to farm such land. We tee here, that the Ricardian 
model is more applicable to areas where traditional 
economies are dominant than the Von Thunen model*

After indep endence  the government of Tanranla 
took advantage o f  the  fact t h a t  land use and land 

tenure has n o t  been a s  heavily lnpected by colonial 
penetration as i t  was In Kenya and Uganda. In 1942 
the government p a s s e d  l e g i s l a t i o n  that abolished freehold 
titles in f a v o u r  o f  leasehold title.-ln the Interest of



611

a c q u i r i n g  more control over lend end natural rttoufceii 

and t h e r e f o r e  making lend use end lend yields nore 
b e n e f i c i a l  t o  t h e  common men. This made i t  easy l a t e r  

f o r  t h e  g o v e rn m e n t  to implement a bold soclelietlc 
r u r a l  r e - s e t t l e m e n t  schemes in the form of Ujemee 

V i l l a g e s .  T h i s  farther makes it difficult for theories 
c a s t  i n  t h e  w e s t e r n  socio-economic background to apply 
t o  l a n d  u s e  i n  Tanzania; because the U)amaa model is a 
s o c i a l i s t i c  one - more akin to the Soviet ar.d Chinese 
m o d e ls  tha n  t o  any o f  the socio-econc.-.lc r  d**:* of  

t h e  W e s te r n  w o r l d .

G e n e r a l  P a t t e r n  of Rural Lan^Js^if^jastAfi^c^^^

In  summary it can be said that neither the Von 
Thunen n o r  the Ricardian theoretical frameworks are 
s u f f i c i e n t l y  applicable to rural land unr* in list Africa 
T h i s  i s  b e c a u s e  o f  an entirely different s o c i o - e c o n o m i c  

c l i m a t e  from t h a t  found in Western Europe* end the 
U n i t e d  S t a t e s .  In East Africa the economy hee been 
l a r g e l y  t r a d i t i o n a l  and of a subsistence nature, w i t h  

u n d e r d e v e l o p e d  cash economy habit*. Any r a t i o n a l i t y  

i n  l a n d  use  d e c i s i o n - m a k i n g  ia interrupted by t h e s e  

f a c t o r s .  A t r a d i t i o n a l  farmer, for example U  not e x p e c t e d  

t o  r e a s o n  s y s t e m a t i c a l l y  in a manner t h a t  m a xim iiea  p r o f i t .  

He i s  e x p e c t e d  t o  behave  In a manner that «xl*l..« h i .  

u t i l i t y  w i t h i n  th e  constraint* of his tribal customs, 
and o t h e r  s o c i o - e c o n o m i c  function, a r l s l n *  f r o .  h i .
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u n iq u e  e n v i r o n m e n t .  I n  a d d i t i o n  t o  the  l a c *  o f  hom o g e ne it y  

o f  s p a t i a l  v a r i a b l e !  the • o c i o - e c o n o m ic  one i t  e me;or 

d i s t u r b i n g  f a c t o r  to  the  pure  Ricardo*Voo Thunen a o d e l i .  

M a t te r s  a r e  made more complex by the  f a c t  t h a t  land 

use ar.d land t e n u r e  have been manipulated  fcy th e  

c o l o n i z i n g  po w ers  to  s u i t  t h e i r  e x t r a c t i v e  purposes 

in  the three t e r r i t o r i e s .  The f o r c e s  o f  s u p p ly  and 

demand therefore are  s e r i o u s l y  d i s t o r t e d ;  and w i l l  

c o n t in u e  like t h a t  in  the f o r e s e a b l e  f u t u r e .

Land Use in  Urban A r e a s .

In C h a p t e r  Nine we e x p l o r e d  the t h e o r e t i c a l  

economic p r i n c i p l e s  t h a t  g o ve rn  the s p a t i a l  d i s t r i b u t i o n  

o f  l a r d  u s e s  i n  the neo-classical economics urban epmflO^HI
A generalized vie w  o f  what c o u ld  be e x p e c t e d  in most 

urban a r e a s  i n  most o f  the Western world  was g i v e n ,  

and it was e x p l a i n e d  t h a t  t h e  dominant f a c t o r  in 

determining t h e  s p a t i a l  d i s t r i b u t i o n  o f  urban land 

uses is a c c e s s i b i l i t y .  Economic c o m p e t i t i o n  o f  v a r i o u s  

g o o d s  and s e r v i c e s  f o r  p a r t s  o f  the c i t y  wh©r«» they  

can reach most  c u s to m e r s ,  and t h e r e f o r e  a t t r a c t  moat 

buyers to t h e  s e r v i c e  they o f f e r  ■  thus ma^imi 7.ng  

p r o f i t  -  is supposed t o  c a u s e  a u to m a t ic  a l l o c a t i o n  o f  

la n d  uses among d i f f e r e n t  economic a c t i v i t i e s .  We e l a o  

found that f o r  some t im e ,  many urban g e o g r a p h e r s ,  

economists, s o c i o l o g i s t s ,  and s c h o l a r s  o f  r e l a t e d  s u b j e c t s  

have been i n t e r e s t e d  in what cauaea the s t r u c t u r e  o f  

urban areas. They have d e v e lo p e d  many d e s c r i p t i v e  end 

causal t h e o r i e s  o f  c i t y  s t r u c t u r e ,  t h e  mc f̂ femo 

of which i s  t h e  c o n c e n t r i c  zone t h e o r y ,  t h e  M i l l
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Sector Theory, the multiple-nuclei theory end verloye
forms of the application of the gravity model* In
addition, factors determining the location of
retail, residential, industrial, transportation and
other land uses have been given consideration in the
foregoing chapters. All the time, the dominant land
use allocation factor was the profit maximisation
motive of the land user, and the "invisible hand"

29of the forces of the market. iiy this motlvr, 
the land users are supposed to benefit the community 
at large while they benefit themselves through profit

Regional scientists in all parts of the western 
world - especially of the neo-classical economic tradition - 
are of the opinion that the three main models of city 
structure and the sister theories of urban land 
use allocation explain the nature of urban land usei 
and are complementary rather than in contradiction 
with one another. They help to deepen the insight 
into the nature of city structurs10 and to explain 
the nature of urban economise in floner.l. tnplrlcal
testing of these models has tended to validate the feet 
that economic factors as asaumed in th... w M  influenc 
the spatial distribution of land o—  1" «b.n areas

testing of

another. However, it has been found out that city
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structures may also be influenced by other factors that 
arc not necessarily economic.**

in real life, moat of the assumptions underlyin*
the economic principles that govern the nature of
c i t y  structures are relaxed or do not exist, iaplricai

32evidence in East Africa suggests that urban areas 
can have varied shapes and land use patterns dua to 
complex physical and socio-economic variables that 
interact within urban regions and thalr tributary areas 
over time. This means that each urban area has its own 
unique shape and land use pattern, although these patterns 
may generally conform with the clement a 
structure theories (See chapter Nine). This la true, 
also despite the fact that in moat cit’ea the rational 
"economic man * o p e r a t e s  to allocate land uses to their 
highest and best uses in urban a**eas.

Since most of African countries have the western 
socio-economic environments it might easily be concluded 
that the structure of most citiss thersln conform to to 
general stipulations of thess models: tapacially in view 

of supporting research and findings on the African 
continent that has taken place since the city structure 
models were formulated.34 This la because the profit, 
motive behind land us. allocation In urban ar.as la a 
powerful one - despite soma disturbing aide-vectors 
on the physical and the socio-economic dimensions of 
the urban space. These conclusions have been drawn with 
respect to Nairobi by various acholarsi but at the eame
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t i n s , i m p o r t a n t  deviations have also bs#n detected 
t h a t  make t h e  land  use pattern in Nairobi different
from any o t h e r  c i t y . * *

T h e s e  deviations are observable in most In**
A f r i c a n  c i t i e s ;  so that each one of thee has Its own 

u n i q u e  p h y s i c a l  characteristic. The most obvious 
c a u s e  o f  these departures is differing phynlcal 
e n v i r o n m e n t s  of different cities. Por example, 
th e  a r e a  whereon each city is located Is obviously 
d i f f e r e n t  f o r  the simple reason that no two parts on 
t h e  f a c e  of the earth are exactly identical. Some cities 
a r e  s i t u a t e d  on hilltops and mountain sides like Murang'a 
and Meru. Other* 11# 'on h*lf vaf■%***&— *

h i l l s i d e s ,  and halfway on the plain like Nairobi.
Some c i t i e s  lie on the coastal plain Uka Dar aa Salaam, 
T a n g a ;  and so on. Topography has tha affact of disturbing 
t h e  l a n d  u s e  pattern because of its Impact on acceslblllty 

h e n c e  on demand for land. It la aaalar, for example, 
t o  t r a v e l  across a plain than across a succession of 
r i v e r  v a l l e y s .  Under these circumstances cities tend 
t o  d e v e l o p  a l o n g  the direction of cheapest accessibility! 

b e c a u s e  l a n d  is acquired in this direction earlier, 
i n t e n s i v e  u s e  of land result, in the rldge whereon the 
c i t y  was founded; and tends to .prout in the 
l o n g i t u d i n a l  direction of the ridge before any 
s i g n i f i c a n t  growth can take place acroa. river valley. -

on a d j a c e n t  r i d g e s .
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O t h e r  types of physical handicaps nay asist 
in or a ro und urbanized areas. These say divert the 
direction o f  land acquisition and urban development 
in the d i r e c t i o n  where these handicaps are least* or 
where they do not exist. The expected pattern of 
city s t r u c t u r e  may then be modified accordingly. 
These, and many distortions on the city structure 
may be t h e  result of the physical envlronrent as it 
i n f l u e n c e s  the land users' choice on where to locate 

his la nd  u s i n g  activity.

C l i m a t i c  factors may also affect the development 

of l a n d  u s e  patterns in a city. In towns that lie 
on the* s e a - s ^ d e ' Y h e  i n f l u e n c J  ol' l a n l  wFf

(on t h e  E a s t  African Coast) cools the land plots nearest 
th e  s e a  best, while other land within the urban space
may e x p e r i e n c e  the  climatic discomfort associated with 
t r o p i c a l  c o a s t l a n d s .  Together with the pleasant 
r e c r e a t i o n a l  v a l u e  of tha baaches, this climatic 
f a c t o r  c a u s e s  the  land  immediately next to the eeeelde 
to be demanded and valued highly for residential use.
The h i g h e s t  and b e s t  use for this land 1. something 
l i k e  low d e n s i t y  h i g h  income residential land, recreation 

f a c i l i t i e s ,  h o t e l s ,  etc. Exp.n.iv. viil.. .r. found 
on t h e  b e a c h  a r e a s  of Momb..a, D . r  M  S n l s s o .  Maputo 
(Mozambique) and other co.stsl cities du. to this r..l 

l o c a l  c l i m a t i c  reason.36 Within Nairobi, the A t h l  

P l a i n s  t o w a r d s  Jomo Kenyatta A i r p o r t  ar. hotter than 
t h e  highlands on the KiKuyu Esc.rp-.nt t~.rd. Ll.uru 
and Kiambu. Although policy factor. - ..pecl.lly
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t h e  political clout of European settlers - aay have 
been dominant i n  the determination of land uaaa ovar
t h e  c i t y ,  t h e  c l i m a t i c  variation i n f l u a n c a d  the 
c l a s s e s  i n  power d u r in g  the formative year# o f  the e l t  

s t r u c t r e ;  and made them adapt a systematic method o f  

r e s i d e n t i a l  la n d  use allocation. Consequently* land  

was a l l o c a t e d  i n  such a way as to yield the present 
p a t t e r n  o f  la n d  use whereby expensive houses o f  the 
high income a r e  found on the cool escarpment, while 
t h e  h o t t e r  p l a i n s  are occupied by low incostt housing 

and i n d u s t r i e s . ^ 7

T h e r e f o r e  in most East African cities the 
m i c r o  - and m e s o - c l i m a t i c  factors in the regions occupied
by c i t i e s  have had the effect of Influencing past decislo

makers w i t h  r e s p e c t  to  where housing of various 
s c c i o - e c o n o m i c  groups  (and other urban activities) 
would be l o c a t e d .  On the highlands the locational 
d ic h o t o m y  i s  between the breezy, panoramic hillsides
and t h e  h o t t e r  v a l l e y s  or  plains adjacent. On the
c o a s t a l  a r e a s  it is between the land farther in la n d  and

the b r e e z y  panoramic beach... Th* proc... of r.eld.ntl.l
land u se  allocation is auppoa.d to ba mainly through
th e  p r i c e  mechanism. By this, the high Income .elect
for t h e m s e l v e s  c h o i c e  area. - with cUmat. and l . n d . c . p .

d e t e r m i n i n g  t h e  h i g h e s t  p r i c e ,  o f  r e . l d . n t l . l  la nd,  w h i l e

a c c e s s i b i l i t y  determines the highe.t priced co— rcl.l

land. C l i m a t e  t h e r e f o r e  (and in this w . y l  •  v e r y

distortion of the land
s t r o n g  i n f l u e n c e  in  causeing

r exacted dictates of pure models
use p a t t e r n  from the  expe



with all their neo-claasicel eieplifyK,, eeauBptloee.
Cities are creations of ear., arising from the 

necessity for suitable location of peoplei and suitable 
location for their activities, it it t.*erefcre difficult 
to imagine a city whose land use has been automatically 
shaped without the influence of ran. In fact, the 
highest and best land user mechanise of neo-classical 
economics results from social interaction. Busln«ss 
activity through exchange and cash economy ultimately 
determines the order and the nature of the community's 
activities. This order is influenced by the community's 
need for goods and services and the spatial distribution 
of these goods and services. We can therefore conclude 
that the land use pattern that is economically 
determined has also a social dimsslon. This has been 
the theme of this work. The social dimension in 
Africa has to do with ethnic interaction and consequent 
land annexation and exploitation that resulted from 
colonialism and the accompanying urbanisation of its peoples.

Colonial Policy and Urban Land Use
in Kenya, urban land policy developed In reeponae 

to white settlement and the “White Hlghienda* policy - 
the racial d i s c r i m i n a t i o n  that reaulted fro® thia 
exercise as the plundering coloni.t adventures enforced 

their position on the Kenyan a o c i o - e c o n O « i c  arena.
Nairobi was the town where moat of the eettler* initially 

formed an urban settlem ent in which ty. co-prlaed .
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substantial fraction of the population. Since the thro# 
East A f r i c a n  counttrlea were under British domination 
f o r  a long t i n e  it it little surprising that urban 
la nd use practices in East Africa developed mainly 
in response t o  the activities taking place In Nairobi.

The o n l y  exception to this rule is the land 
use and land tenure that prevailed over ancient coastal 
towns l i k e  Kilwa, Lamu, Mombasa, etc; that pre-dated 
the c o l o n i a l  penetration times. The growth of these 
towns i s  largely organic; and the city structure la not 
as d e f i n e d  a s  that of later cities. The structures of 
Mombasa has been constrained by its having nucleated 
on an island - the spatial restrictions that have . . - - 
d e v e l o p e d  as the urban area grew. In addition, Mombasa 
o l d  town is typical of tha ancient cities which had 
t h e  organic type of growth. Its characteristic 
zig-zag, irregular and narrow streets are not unlike 
those o f  many ancient cities where Islamic culture has 
been predominant. The old city is comparable to 
ancient Al Kahira (Cairo, Egypt), Istanbul, Damascus, 
etc. T h i s  pattern is also prevalent in other ancient 
East A f r i c a n  cities that have been heavily impacted

by Islamic culture.
Kampala (Uganda! developed a. a result of opposing • 

religious factors that war* Introduced during early 
colonial penetration  ti-ea. Tht r.llgioua war. that 
resulted, and the hilly topography around th. c.ty’a 
regional space, caused functional differentiation 
over thsi space that reflected power (or defensive)
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and p o l i t i c a l  nuclei. The Kabaka end hie veeeels occupied
and c o n t r o l l e d  Mengo Hill, the  C e t h o i i c e  occupied
Rubaga h i l l ,  t h e  P r o t e s t a n t s  occupied K e etre f fe e  h i l l ,

and the Moslems o c c u p ie d  K i b u l i .  The c i t y ' s  c e n t r e l

business d i s t r i c t  d e v e lo p e d  on tho basir .  i

these hills. Make re  re  h i l l  - o c c u p ie d  by th e  famous

Makerere University - used to be s high school thet
grew to be a U n i v e r s i t y  C o l l e g e  d u r in g  th e  1920s,

and l a t e r  i n t o  a U n i v e r s i t y  during the

The m i s s i o n a r i e s  (including moslem missionaries)
arrived b e f o r e  the  coming o f  the c o l o n i a l  administration,
and began vying for influence over the Kabaka - who waa

already established in the area.
the h e a d q u a r t e r s  of the Kabaka's Buganda Klngdor.
T h u s ,  Kampala developed a city structure that raflecta 
more a multiple - n u c l e i  appearance than that o f  the 
other two structural models. Tha organic natura o f  the 
city was amplified by the Mailo syeten of land tenure 
whereby land ownership in the city was individually 
owned, and development thereon was largely Individually 
organized. Therefore the growth forces operating o v e r  

the regional s p a c e  of Kampala had a alightly d l f f a r a n t  

result (with r e s p e c t  to tha city1 a atructura) from 

that experienced in other Ea.t African towne that -ere
founded as a consequence of colonial panatratlon. Apart  

from these exceptions the ra.t of Ea.t African to-n . 

developed more or less in raaponaa to tha urban p o l i c y  

being formulated over Nairobi.
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East Africa was * strange urritor, to the 
white man. He encountered strange dlsettee like 
Malaria, s l e e p i n g  sickness, etc., for som  of which 
he did not yet have effective cures. Malaria 
particularly was a notorious killer at the tutn of 
century. M e d ic a l  theory of the time and popular beli< 
associated it with bad air found around swamps • hence 
its name "Malaria," meaning "bad-air". The railway 
encampment around which Nairobi nucleated was situated 
at the e d g e  of one of these svampnj and during the early 
days a considerable number of early settlers died from 
the d i s e a s e .  In addition, a sudden concentration of 
people with inadequate public iiealtli fee lilti«» >-****u m
brought about plagues and gastric disease epidemics 
that c l a i m e d  a considerable number of lives • especially 
i n  t h e  slum areas that suddenly mushroomed ee residential 

areas of Asians and other immigrants. In 1902, 
the first p l a g u e  broke out and killed flty people. 
Settlers and the colonial authorities were deeply 
concerned. Consequently, there wae talk that the 
city would be moved to some healthier location up 
the Kikuyu escarpment that liee to the veet of the

city.38

In  1906,  the Protectorate government in 

association with the Colonial Office. U*»don. eppolnted 
a commission to investigate on the question of 
Nairobi' s re-location. This «■.!.. !•» ~  «  by . 
qualified s a n i t a r y  engineer, and an authority
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field, by the name of Branaby-taillmu. The 
commission found o u t  t h a t  the town vat located in a 

flat plain that was impossible to drain efficiently. 
However, the sunk costs involved in abandoning t h a t  t i t e i  

and the c o s t s  t h a t  were to be incurred in relocation 
were c o n s i d e r a b l e .  Therefore he recommended that the 
town s h o u l d  s t a y  where it nucleated initially, and t h a t  

extensive works should be carried out to drain the 
swampy l a n d s c a p e .  This move, and the general geography 
of the site may have enforced the tendency for the 
various r a c e s  to segregate. The f a c t  that the town 
site was found to be interior provided ground# lot-*— - 
racialist s e t t l e r s  to allocate to themselves the 

best r e s i d e n t i a l  land.

Accordingly, th, aettlers that the
"inferior r a c e s "  were the one* who,e sanitation 
habits spawned disease. Consequently, even before 
any legal measure was taken to effect any segregation 
the Indian residential area was located apart from t h a t  

of the Europeans. The Indiana lived within the  

overcrowded B a z a a r .  In addition, the broader land t e n u r e  

and land u s e  policy favoured only th. "Whit. H i g h l a n d . *  

where only t h e  European, war. .Uowad to own land, and 
assumed t h a t  th e  I n d i a n ,  and other raca. would f a v o u r  

owning land i n  lower and warmer areas.
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Land Policies of the latar Coionul Period •

After t h e  Simpson Ccrricsion report of l t l )  

the Asian community, (who were the eoit nuetrouf 
urban dwellers and the seoond In terse o f  o c o M B l e  

power) kept on a g i t a t i n g  for egual treatment in 

land a l l o c a t i o n  in  both the urban and the rural areas 
of Kenya - e s p e c i a l l y  on the "white Highlands". In 
addition, a ro u n d  1920 Africans were becoming conscious 
of the p r o c e s s  o f  arbiterary land appropriation by the 
Europeans t h a t  was going on with colonial penetration. 
Various p e t i t i o n s  and complaints were sent to London by

had also w i t n e s s e d  the difficulties caused on the 
Africans as a result of the White Hignland policy in
Kenya. Therefore, in granting the Mandate of Tanganyika
to the B r i t i s h ,  measures were taken to prevent a repeat 
of the Kenyan c a s e ;  and the rights of the natives were 
carefully d e f i n e d  as we have seen above. Evolution of 
land tenure i n  Uganda was also influenced by developments 
in Kenya. A f r i c a n s  in Uganda - as we have seen above 

did not want a r e p e a t  of the Kenya Highlands* esperience 

on their t e r r i t o r y .

All t h e s e  matters veiled very hesvily on 
the supreme d e c i s i o n - m a k e r s  in U>ndon. In addition, 
the influence o f  the Indian gov*rns»nt on the colonial 
office had grown a s  a result of th. concession. - both

constitutional and administrative that were granted

to India after the part India played during the first
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world war and after the bitter uruggl. for tivdepo«4e»c«

punctuated by several •mutinies* beforehand. In i o m  
cases, the Indian government, which by now had a large 
measure of autonomy from the British Crown, used to 
intercede on behalf of the Cast African Indians - and 
the then Union of South Africa Interceded for the Cast 
African White s e t t l e r s .  The result of this lnternstlonai 
and intra-imperial pressure was that the British 
administration became kind of sensitive about tha practices 
of East African administrations - especially Kenya - 
with respect to general public administration, and land 
allocation in p a r t i c u l a r .  Tha Devonshire White Paper

of 192 3* (Kenya) outlTn* 
to races and declared that Kenya was "predominantly an 
African country" where the rights of African peoples were,
to prevail if they ever came into conflict with those of

other races.

No s i m i l a r  declarations were neceeeary in 

Uganda and T a n za n ia  where the situation of African
paramountcy o f  i n t e r e s t s  was clsar from the c o l o n i s t  

status of these t e r r i t o r i e s .

As a consequence  of th. P.p*r.' r . c i . l

segregation was r e l a x e d  In Kenyan town. •ommAitt. 
and the Feetham Commission that wa. appointed b.tw««n

1926 and 1927 t o  s tu d y  local gov.m-.nt. m  K . n y .  In

recomended that d i s c r i m i n a t i o n  view of t h e  "w h i te  paper recomm**"
in land a llo ca tio n  in towns all over Kenya was
unacceptable. However it specif led that nothing
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. .is reans that moat town* of fa«* Af/ic« that 
were founded at thi» tint • and the ai^onty were • took 
a segregated s e c t o r a l  apperance on racial lines. Later, 
residential a r e a l  d i f ftrtntlation case tc be on income 

lines when t h e  r a c i a l  philosophy changed with Independence  

during the l a t e r  half of the Twentieth Centur , . Thus, 
although i n  some parts of Uganda - Ilka in Bj<;*nda - 
land use and te n u re  around small towns wae largely under 
the c o n t r o l  of indigenous peoples, in large towns where 
Europeans and Asians were oxpecttd to settle there were 
racial r e s i d e n t i a l  enclaves in which Africans were 
subtly discouraged from settling through administrative 
m e t h o d s .  Terms like European B a ta a r .  I n d i a n  S'ltamr* ' 

African Bazaar, African Location, etc. are cossK>n in 
cadastral maps of East African towns during the period 
s t a r t i n g  from the end of the first World War to the end 
of colonialism early in 1960s.

C o m m ercia l  segregation within Nairobi proved 
difficult b e c a u s e  already land allocation had taken piece 

to different r a c e s  i n  the seme aroa* before the racial 
policies evolved. In addition, the Europeans knew that 
if business a r e a s  were totally segregated the white 
businessmen would * lose the bulk of busineet to Aslans 
and A f r i c a n s  b e c a u s e  the white* would only be serving 
white c u s t o m e r s  - who were a minority. The Asian and 
African b u sin e ss m e n  - .sp.cl.Uy th. former - would h.v. 
a monopoly of a wider and -or. populous «.rk.t fro* their 
racial k i n s m e n .  Therefore in th. inter..! of ke.pln, 

the E u ro p ea n  business running while the -greg.tlo.



continued i n  residential areas, the colonial 

administration and political opinion turned • b l i n d  e y e  

on the question o f  total tegregstlon in commercial 
areas. However,  mild seperatlon of shopping srees 
was subtly o r g a n i z e d  through administrative means.

T h u s ,  from the earliest days of nucleatlon Cast 
African towns (excluding mainland Tanzania) Inherited 
the p o l i c i e s  taking shape in Nairobi. This way, they 
acquired t h e  characteristic sectoral appearance. Lend 
was s e t  a s i d e  for future developsient on these linesi 
and was a l l o c a t e d  to different racial groups Through 
the l a n d  a d m i n i s t r a t i v e  machinery? *dople wWii^ITTed^*** 

large la n d  p a r c e l s  in these sectoral units • eepeclaily 
the E u r o p e a n s  within the European sector • even went to 
the e x t e n t  of laying down restrictive covenants on the 
land t i t l e s  of the parcels they occupied. These 
covenants p r e v e n t e d  non-European races from occupying 
r e s i d e n t i a l  land in European araas. This practice was 
prevalent i n  Kenya and was legalised by the Government 
Lands O r d i n a n c e  o f  1915. According to the Ordinance, 
these c o n d i t i o n s  were to be i»ple*ented through rule* 
made under t h e  ordinance empowering the Governor to veto

to the provisions of the Act.any land transfer contrary
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Consequent budgsoning and Jawbor.r lag fro* 
the white population of ths city had it# M i n  thiuat 
toward having land within the city devided on theae linen 
as well. The pro-whits population colony's 
administration began enforcing this j>rlr. l»- 
informally through selective land allocation, 

discriminitive land sales, and Administrative regulat lone. **

Those Europeans who went up-country and elsewhere
on administrative missions started their headquarters
(the "Bomas") on similar lines. These Officers were
Europeans who had to conform to what the colony'a 
• • H W l i e p  p i  ;
racialist administration was doing In th«* capital of
the Protectorate. Land acquisition within the losai

m
was supposed t o  be i n  accordance with the Lend Acquisition

Act of India (1894) if it was occupied. Native land 
tenure in most areas of Kenya and Uganda was such that 
the concept of "unoccupied and occupied land 
was vague to define. Consequently, the administrators
used their d i s c r e t i o n  to acquire arblterarlly nuch 
land as they needed (around railway a t a t l o n a ,  to w r e h l p e  

etc.) from t h e  native people* without any c o m p e n s a t io n .

Their superior military power, and the per.uaalve power* 

of their missionaries, added to the ignorance of 
the native peoples, made land acquisition and appropriation 

a very easy process. A atudy of primary doo~nt. written 
during this time reveal, that no comp.na.tlon wa. paid



for land that wa« acquired for official u m  durinq 

is tirae* In addition, a caries of rulac and 
regulations made In Kenya at thia Ur. - culrir.ui* 
ir. t:.c Crown Lands Ordinance of 1915 coc^lrt#; th# 
process of making the Africans tenants at will of the 
British Crown over the land that the Africans hed occupied

40and used for centuries.

In Uganda, the Uganda Agreement was a massive 
land grabbing scheme within Buganda that was done even 
before the British Crown had effectively began "protecting" 
the territory. Land for official use was set aside - as 
mentioned earlier - according to the tones of the agreement. 
There was therefore no neecMLur
compensation on the Mailo land that had been allocated 
to the British Crown through the agreeieent. The concept 
of "protectorate" did  not imply t o t a l  e q u a l i t y  between
the citizens of various kingdoms in Ugsnda and the 
British officials, residents, traders, missionaries, etc. 
Therefore secluded residential neighbourhood! • roughly 
modelled on what is happening in Nairobi - were the 
result in most urban areas. During theee early times 
there was considerable comparison between administrative 
and socio-economic practices of Ugends and the now 
Kenya despite their different colonial etatue. Thia le 
borne out by events that took place in Nairobi after the

first plaque in 1902.
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Another plague o c c u r r e d  tn Matrcoi in 1904, 
returned again in 1911 and 1911. The f  en colonial 

administration seamed i n c a p a b l t  of handling th e  tin I fry 
s i t u a t i o n  despite e x t e n s i v e  svarp  d r a i n a g e .  Thu 
aroused the anger o f  t h i  European r e s i d e n t s  of th o  city 
and resulted i n  stormy meetings in botf o f f i c i a l  and 

unofficial c i r c l e s .  The whiten domandod t t a l  

segregation, d e m o l i t i o n  of the Indian Sataar - tho  

hotbed of disease - and shifting It elsewhere f a r  

from the white r e s i e n t i a l  area. In 1913 an eminent  

medical p e r s o n a l i t y  was appointed in th® of
Professor W.J.  Simpson t o  advise on tho planning and 

sanitation measures that would’bd * * It hairotft
and other East African towns (meaning t h r o u g h o u t  Konya 
and Ug a nd a,because the modern Tanxenla mainland waa 
still under  German administration).

In his 1913 report, Dr. Slnpson lament®! th© 

l a c k  of implementation o f  tho recommendations of tho  

Bransby-Williams' Commisaion Raport with r e s p e c t  to 
l a n d  allocation within tho downtown a r e a  of N a i r o b i .  

Bransby-Williams had reaown«>«l.d r . c l . 1  M « r « g « l o n  w i t h i n  

t h e  c i t y  as a solution to th. h.alth p r o b U M  t h . t  

a r o s e  as a result of a .udd.n Influx of p o p u l . t l o n  of 
d i f f e r e n t  races within Nairobi. S l ^ n  . n d o r . . d  

t h e  reconunendation of th. B r a n d y - H i l l —  

and prescribed it for application In . 1 1  Ea.t African

towns as follows:-
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In towns whsrs nstionslity it the m m  
the town planning resolves itself into* 
arranging for residential, ootstrciil 
and manufacturing areas, which are 
farther governed in character by rental 
and class in such a way as to secure 
convenience, good transit, pleasing 
ammenities and permanent healtfiness 
for all. Something more than this 
is required in towns, such ss these 
in East Africa, where nationalitlee 
are diverse, and thair customs and 
habits different from on# another.
Though the same objects have to be 
aimed at, it has to be recognised that 
the mode of life of the Asiatic, except 
in the highest class, do not consort 
with those of the European, and that on 
the other hand many European habits are not 
acceptable to the Asiatics, and that tha 
customs of tha primltlva African, unfamiliar 
with, and not adoptad to naw conditions of 
town life, will not b nd with either. In 
the interests of each community and the 
healthiness of the locality juul U* 
it is absolutely etaentis! _
town and trade centra tha town plan should 
provide well defined separata quarters for 
European, Asiatic and African with assy and 
good communication between the®, as well aa 
those divisions which are necfssary in a town 
of one nationality and race. 4

Simpson's towns hip layout pattern in East Africa waa 
accepted i n  p r i n c i p l e  by the colonial author it lea In charge 
of Kenya and Uganda - because It raflacted tha racialist 
opinion and i d e o l o g y  prevailing among tha ruling clrclaa 
and among the c o l o n i a l  authorities at that tlaa. ror 
instance, the c o l o n i a l  office (London) r . c o ^ d a d  that 
the pattern be adopted for all toun. in Bast Africa both 
on sanitary and s o c i a l  ground.. I*rd Hlln.r, tha Colonial 
Secretary, proposed  to  retain this policy for genera ^  
application i n  the colonial d^ndencl.a of East Africa.
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In Uganda, as wt saw Mrtiif, th# m m  
was achieved in a reverse fashion • by probltive 
regulations and legislation that forbade inter*racisi 
land transfer. By 1916 no Ugandan ess allowed to 
transfer any land - urban or rural - to a non Ugandan.
This restrained any racial nixing, even if under the guise 
of "protecting" ugandan "natives". This Mans that 
European and Indian residential areas resumed in the 
Crown Lands and in Official Hallo, and African residential 
areas tended to occupy land in urban areas that was not 
meant for European occupation.

Tanzania mainland was under Carman rule Ir the 
early p a r t  o f  the century. ' 0eYeiiinll*H9P%Hfc6!0n did

take place for a significantly long tlM to have 
sufficient impact on city structure. However, 
historical records indicate that Germans in Tanssnls 
adopted almost identical practices of desling with the 
natives as the British. After quelling the Ha)i-Ha)i 
Rebellion of 1905 to 1907 the Tanganyika Governor
Mbretch von Rechenberg planned "to increaee African 
prosperity by encouraging African agriculture by 

German s e t t l e r s .  Consequently, e eettler cle»t run on 
similar l i n e s  as the Brltl.h eettler cleee In Nairobi 

and on t h e  Kenya highlands developed. The C e r * . n  

system was more ruthless sdsilnlstr.tlv.ly (ss projected 

by British-written history books.4* t*»'.for. 
Germans c o u l d  hardly be expected to .lx with A f r i c a n .

, So even before the territoryand other races in town, so,
. , h„  B ritish  after the 1st .orld war

was ta k e n  over by the Brl



- 412 -

the  r u d i m e n t a r y  urban enclaves had developed for 

e x c l u s i v e  settlement by German Colonist*. In any 

case, t h i s  segregation was useful for the purpose 
o f  d e f e n d i n g  the German colonist* in a te rr ito ry  

w i t h  v o l a t i l e  anti-colonial termers ? at t  v ; f.*d 

n o t  y e t  tamed - as evidenced by the Kaji-Ma)! Rebellion.

The British administration tool over Tinsania 
a f t e r  t h e y  had formulated the urban residential land 
p a t t e r n s  i n  accordance with the recoemendations of the 
Simpson R e p o r t  o f  1913. Consequently, in Tantania 
tow ns  t h e  sectoral - enclave arrangement of land use 
- p a t t e r n  took place in the model of Kenya in urban 
centres where there wad,eWtrh<fitwd Kd v#
e a r l i e r ,  o n c e  the Britiah took over the Tanganyika mandate 
t e r r i o t o r y  they gradually cams to administer it like a 
c o l o n y .  So from 1920 onward*, the Tanganyika 
a d m i n i s t r a t i o n  came to adap t  similar .an<. •

p r a c t i c e s  to the on«, prevailing over Kenyai «v.n with

r e s p e c t  t o  urban land use.

on t h e  whole ,  during the early colonial tla»s. 
the g r o w t h  o f  th e  city structure va. r, t i n f l u o n c o d  by 

the e c o n o m i c  calculus of tho -reaeonsble M b 1 or t h .  

" i n v i s i b l e  hand" but by . r-clall" Msaed l«nd allocation 
mechanism - which was oft.n laid down Ion, bofor, th.r.
was s u f f i c i e n t  demand for such land. Oft.n land fo r

s. and waa fillud up l a t e r
v a r i o u s  u s e s  was set asid #

,Bfn existence. This explains why
when t h e s e  u s e s  came into
c o m m e r c i a l  areas of most cities in East Africa lib. 

N a i r o b i ,  Dar es Sal—  W 1*' *tC' h* ~  ~ ntr“
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business districts with many vscsnt plots. Thee* 
sites are currently being filled up by m uiti-etoroy 

structures as the demand for office accoseiodet ion 

increases. Similarly# post residential areas# industrial 
areas, and areas designated for public psenities are 

vacant. They are currently being developed in accordaAOP 

with demand for such land. The sectoral (or enclave) 
land use pattern of other land uses around the 
central business districts of Last African tovr.a 
is, however, not economic. It it a raault the 
deliberate colonial and racialist foundations Of 
land use allocation and land tenure laid down mainly

Twentieth Century.

Economic forces of supply and demand Mve < operated
only within this rigid fnmmcrfc c€ land allocation pecfiinery. 
Highest and best use has only manifested • * • •
within these racially pre-determined enclaves, 
result of this is that as at independence there was 
lack of uniformity in cities. Development was usually 
fastest in areas set aside for the high income class 
whether commercial# industrial or residential - and slowpet 
in areas set aside for people or racial groups of 
the low income brackets.

Land Policies of the Colonial PTlod

After the Simp.on C o - l M i o n  r.port of 1»1J th.
the most numerous urbanAsian Community# (who were
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dwellers and the second in terse of economic power! kept 
on agitating for equal treatment in land ailocation in 
both the urban and the rural areas of Kenya - especially 
on the "White Highlands", in addition, around 1620 
Africans were becoming conscious of the process of 
arbiterary land appropriation by the Europeans that m m  
going on with colonial penetration. Various petitions 
and complaints were sent to London by both the dis
advantaged racial groups. World opinion had also 
witnessed the difficulties caused on the Africans as a 
result of the White Highland policy in Kenya. Therefore, 
in granting the Mandate to Tanganyika by the British, 
measures were  taken to  preveafea repeat oi the Kenyan •  

case; and the rights of the "natives" were carefully 
defined as we have seen above. Evolution of land tenure 
in Uganda was also influenced by developments In Kenya. 
Africans in Uganda - as we have seen above - did not want 
a repeat of the Kenya Highlands' experience on th* 
territory.

All t h e s e  m a t t e r s  weighed very heavily on the 
supreme d e c i s i o n - m a k e r s  in London. In addition, tho 
influence o f  the  Indian government on the colonial office 
had grown as a r e s u l t  o f  th« concoMlon. - both 

constitutional and administrative • that were gr.ntod to 
India a f t e r  th e  p a r t  India played during tho f l r . t  World 
War and a f t e r  the bitter atruggle for independence 
punctuated by s e v e r a l  "mutinie. beforehand. In borne 

cases, t h e  Indian government, which by now had a large
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measure of autonomy from the British Crown* used to 
intercede on behalf of the Beet African Indiana - and 
the then Union of South Africa interceded for the Beat 
African White settler*. The reauit of true international

a d m i n i s t r a t i o n  became kind of sensitive about the 
practices of E a s t  A f r i c a n  administration* * especially 
Kenya - w i t h  r e s p e c t  to  general public administration, 
and land a l l o c a t i o n  in particular. The Devonshire Whit* 

Paper of 1923 (Kenya) outlined the colonial policy with 
respect to r a c e s  and declared that Kenya was "predominantly

and T a n z a n i a  where the situation of African Paremountcy 
of interests was c l e a r  from the colonial statue o f  theaa

territories.

As a consequence  of the -white Paper* racial 

segregation was r e l a x e d  in Kenyan town, somewhat, end 

the FPetham commission that we. appointed b a t w ^ n  I M *  

and 1927 t o  s tu d y  l o c a l  governments In Kenya In v i e w

and intraimperial prassure was that the Brltlah

were to prevail if they ever oamo Into OOBfU R Wil

of other r a c e s .

No s i m i l a r  declaration* were necessary In Uganda

of the "White Paper* recommended that discrimination

unacceptable.

in land allocation in town. .11 over Kenya we. 
unacceotable. However i t  epeclfled th .t  nothin,



should b e  done to Interfere with privets treetiee 
and results of the implement* t ion of earlier 
government policies.48 The ooamieeion therefore 
did not c h a n g e  anything with respect t<. lend 

allocation and land tenure because it never removed 
the unfair inter-racial land transfer restrictive 
covenants. Since it was set for Kenya only# it had 
no effect on other territories. The pattern of land 
use in tow ns  therefore remained unhampered# until 
in d e p e n d e n c e  of the three countries ceme during 
the early 1960s.

Post Colonial Urban Land Use

In the three countries physical planning and 
organized land administration has coma to be 
accepted since the formative years of the land tenure.
N e v e r t h e l e s s ,  despite independence# Kenye hee reteined 

the se c to r a l  appearance of town* Intact. Instead of 
racial segregation  tha residential areas are now
described in accordance with the dominant InooM 
group t h a t  s t a y s  therein. Commercial erase have fused 
in most tow ns  from the pre-Independence African »eteer 

Asian B a z a a r  dichotomy In smaller urban centre*, (and 
from th e  African, Asian and European Bea.ar trichotomy
within Nairobi) into .ingle compo.lt. central bualnea. 
districts with nuclei reflecting the ere., patronised

by d i f f e r e n t  income groups. *** f’'00** •h°PPlB9
a r e a s  a r e  in places that ua.d to be African and

A s i a n  Bazaar, while the high inc—  9 ™ *



a r e a s  are those that were formerly high clee# Asian 
Bazaars and European Bazaars.

T a n z a n i a ' s  abolition of fee-sir.pie interests 
and the c o n s e q u e n t  Ujanaa policies have tenued to 
a b o l i s h  t h e  sectoral and enclave lar.J *#<» pattern 
l e g a c y  left-over by the British. The policy-like 
any o t h e r  policy regarding land use will take long 
b e f o r e  a significant impact is noticeable over the 
c i t y  s t r u c t u r e s  of Tanzania. New physical plans of 
c i t i e s  and townships are made to reflect the aspirations 
o f  Ujam aa; and it is expected that the "market economy" 
fo und ed  c i t y  structure will be eliminated in due course.

msmntm mi uj M uimiM niM P"""1
p o s t - i n d e p e n d e n c e  political aruna has made long-term 
p l a n n i n g  of urban areas difficult. So the urban 
s t r u c t u r e  "picture" in Ugandan cities is largely 
u n c h a n g e d .  From current indications# Uganda is l i k e l y  

t o  f o l l o w  t h e  Kenyan path, and the city strucuture 

i s  l i k e l y  t o  remain unchanged.

T h u s ,  we have land use petterns end city etructuree 
o f  E a s t  A f r i c a n  d.t.r.ln.d by th. vl.ibU hand

o f  th e  p o l i c y  maker r.th.r than th. invldlbl. hand 
o f  t h e  m a r k e t  f o r c e *  - th# hl^hMt *nd b#.t u..r 
mechanism . In thi. ca... apart fro. th. i l O M M  
o f  n a t u r a l  f o r c e s  (lik# th# 9#°<jr«P^ of urban ar#aal 
t h e  p o l i c y  maker - rath.r than th. inv.tor - h.. b~n
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the m a jo r  architect of lend use m  urbeii areas, the 

investor has nerely danced to the tune of the policy
maker.

Policy and Land Use in East Africa

In conclusion we can say that the rural land
use in E a s t  Africa are more the result of the East
African p h y s i c a l  and socio-economic environment rather
than the mere economic variables hypothesised in ths
major r u r a l  and regional land use sedels. The same
can be s a i d  about models of city structure in
relation to land use in the East African cities today.
In addition to the complex physical environment ui _
East A f r i c a ,  the process of colonial lam, and
tne co m ple x  human interaction that accompanied it have

. .SO
combin ed to make the  E as t  A f r i c a n  Economic Landscape

very c o m p l i c a t e d  indeed. The land uae models In both 

rural and urban areaa apply only by the vey of 
analogy; and nothing In their ne.t form can be visible 
on the E a s t  African economic Undecape. Oeeplte 
this, the models are useful by the -ay of provldln* 
initial u n d e r s ta n d i n g  of the economic forces govern i n ,  

the pattern of land use. The primary lesson her. 
is that t h e y  should not be epplle* *>r eny p r . c t l c . l  

purpose i n  t h e i r  raw form without enten.lv. exemlnetlon 
of other vectors operating over the socio-economic 

space in t h e s e  countries.
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W.T.W. Morgan, (Ed.), Last Africa.
Its P e o p l e s  and He Resource.. (K.irdSl, gJHrl 
University Press, 1969). The whole work desle with 
various aspects of land use in East Africa.

2 African metallurgy was sutstantlally 
advanced. On the advent of colonial is* it becme a 
matter of policy to discourage metallurgical trades
so that imports from the west into Africa can have 
markets. See Walter Rodney, How Europe Underdeveloped 
Africa (Dar es Salem, Tanzania Publishing louse, 
1970), Whole Work.

3 W.T.W. Morgan, East Africa, Its
Peoples and Its Resources, pp.20-34. See especially
the map on p.34.

4 Krlshan Malnl, Land Low In teat Africa 
(Nairobi, Oxford University Press, 1967), pp.l-l",

JU MtiMM'IMhiil! ‘WirWW ■
chapter II. Apart from the sedentary occupants of 
the high grasslands, the Masai used to wanJer about 
most of the East African Plateau. In times of 
drought they used to come in conflict *ith 
agricultural tribes settled in the bushlands and 
thickets.

5 W.T.W. Morgan, East Africa, p.299.
6 Krishan Malnl, Land Law in East

Africa, chapter 1.
7 Ibid.

chapter II.
George K. Klng’orleh, 'Policy lrpecte,

9 h .w . Keet, M.iio 8Y«teyn ^  
(Entebbe, Government printer

illo Syst.. . — *
", I M T H S e e  the e n t i r e

general - to his advantage.
10 Anthony Allot, "The O*” *?**?^ of th* 

East African Legal Syeteme Dur ng and A. Seltt 
Period."; in V. Harlow. („.itobl,(Eds.) History _£fEa£j_A£ric, see eleo the
Oxford University Prees. »,,w*
footnote on p.348.



640 •

„ ^  Kriahan JUini, Land in Uit ifriAA.
P . e .  Note that any colonial tISyTGFpofBortjHf4 
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safeguarded by legal inatltutiona... *i because what
happened in practice was quite different frep tha 
colonial propaganda. Sat Y. Chernyak, Advocates of 
Colonialism, (Moscow, Progress Pub11share, If41) •
The whole work is an axcallant expos4 on tha tact lea 
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CHAPTER THIRTEEN

LAUD ECCf!CfIIC$.

LAND VALUES AND LAND USE

GENERAL REAL ESTATE W M I i A t

Legal Definition of Rsal Property

In this text we have not hed e chence to explore 
what it is that land economists and valuers are often 
called to deal with from a real world and logsl view
point. We have largely concentrated on the econoeilc 
aspects of land. In most cases# land has been taken 
as being homogeneous in its physical characterl■» 
and its heterogeneous nature has not been considered 
in any great depth. The heterogeneous nature of the 
commodity land, apart fro* being a function of the 
physical characterietice of lend, 1* eleo subject to 
the legal factors that affect lend st any one ao«ont 
as we saw in chapter two. In real estate v.lu.tlon or 
appraisal practice a valuer or an appraiser does not 
deal merely with a homogeneous commodity that cam 

easily satisfy the Marshallian demand and supply 
situations. He deal, with land and real property a.

defined by the law of the land
In the legal systems derived 

Common Law two types of property

I from English 
hsvs bstn identi f led

in legal terms: (a) Real Property and lb» Personal
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property. The reason why there should do ooeh e 
distinction is deeply entrenched in th«ae beg*i 

systems as a result of their evolution fros ancient English 
customs, through fcudall*, colonialism end finally 
through being adapted by several sovereign 

governments after gaining autonomy from dependence 
on the British Empire. Oisshiie defines Heal Property 
as any property where a real action is necessary to 
claim it back.1 This implies that in case one owna 
an asset classified aa real property, and he was 
dispossessed of it by somebody else, a legal action 

would be tiled in
the real thing that was unlawfully taken. This is 
contrasted with any other Kind of civil ectioni where 
the courts are likely to order that the dispossessed
person be compensated for the lost property by means
of money. The remedy for a real action that may be 
prescribed by the civil courts has no alternative, 
but to order the offending party to return the reel

th ing  being claimed.
personal property ie the complement ol th

reat property. It Is any eeset where e peyeonel 
action is necessary to del* It beck, if it is teken 
unlawfully from Its owner.. *» the pereonal action 
monetary value of the property in qu.etion cen be 
regarded by the court, a. the equivalent of full end 

complete settlement of the del*.



Land and anythin, 'appartenant thereto* or 
attached t o  i t  like hou.aa, treat, parental crop., 
etc. are regarded a. real property, chile any other 
types of property, auch at cara. clothing, watches, 
etc. are legally classified as pegjfliiil property. 
The reason why land falls easily into the legal
category of r e a l  property is that it is regarded to 
be more Important  than any other type of property.
The n a t u r e  o f  land (and all things attached to It) 
is such t h a t  i f  one ia dispossessed of it nothing 
else can g i v e  him the exact alternative or equivalent 
s a t i s f a c t i o n ;  except when tl 
dispute i s  ta ken back. Other types of property ere 
less i m p o r t a n t  than land In the tens# that exact or 
e v e n  better qualities of such p r o p e r t y  c*n be 

r e p r o d u c e d .  In so doing, money payments are involved 
a s  s u f f i c i e n t  settlement to the claimant of personal 
property. The necessity for such legal claesiflcatlon
arises especially during succession and the 
administration of the property of the deceased. The 
debts of t h e  deceased person are first settled out of 
personal property, and then, if they are not entirely 
satisfied, out of real property. This means that the 
legal system attache, gre.t laporttnee to land end 
its ammenities than to personal property. It i. 
considered more important that the heir, .nd M C O H W I  
should inherit land, or lnt.M.t in land, rather than
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p.c r e  p e r s o n a l  p r o p a r t y . *

we have tear, in chapter two that no place o f  

l a n d  i s  p h y s i c a l l y  tha m u m  at tha othe- one due 
t o  the  n a t u r e  of tha earth's surface Ofi which land 
i s  s i t u a t e d .  In addition, no land amMnitlea liha 
t r e e s ,  h o u s e s ,  ate. ara tha sane • because each place 
o f  l a n d  h a s  a unique way in which it can be en)oyedi 
i n  v i e w  of its unique physical characteristics. 
M o r e o v e r ,  t h e  past owners of tha subject land M y  
h a v e  d e v e l o p e d  such land in various ways that need 
n o t  n e c e s s a r i l y  be similar. Tha legal factors 
affecting land and making it heterogeneous have hmSn • 
o u t l i n e d  in chapter two. We saw that all thssa 
f a c t o r s ,  when taken into account, make land a 
h e t e r o g e n e o u s  commodity. This means tint instead of 
c o n s i d e r i n g  the supply and dsmand of one commodity, 
we a r e  d e a l i n g  with numerous * markets' for numerous 
s u b - c a t e g o r i e s  of tha commodity, land. This is the 
n a t u r e  of the coninodit.y that tha real estate 
a p p r a i s e r ,  o r  valuer sets to assess its veluei and to 
m a r k e t .  It also explains why in the text wa have 
b e e n  t a k i n g  in terms of land, landed property and 
r e a l  p r o p e r t y ;  almost i n t e r c h a n g e a b l y •



647 •

M a r k e t  Value of Land

The amount of money that can bt .«<td to
purchase any p i t c i  of land# what bar dev# 1 opad or not 
is tr.e p r i c e  o f  that placa of land. That p r i c e  la  

usually c a l l e d  tha market value of land# and la often 
a s c e r t a i n e d  by study of current selling or ranting 
t r a n s a c t i o n s  over similar (but not exactly the m m ) 
pieces o f  land in the neighbourhood of tha plot in 

q u e s t i o n .  T h i s  price ia the exchange value of l a n d .  

This means that the land ia capable of being bought 
o r  s o l d  at that price; and that such a price haa been

s u p p l y  o f  the subject land and its near subatltutaa 
i n  the market. It means that such value la tha price 
that two parties# tha willing buyerf and tha willing
s e l l e r  have agreed upon in view of tha prevailing 
e c o n o m i c  circumstances surrounding tha aubjact land. 
T h i s  v a l u e  i s  what tha raal astata appraiaera or
v a l u e r s  endeavour to identify with a view to advising 
t h e i r  c l i e n t s ?  who may want to know what auch market
value i s  f o r  s e v e r a l  r e a s o n s .

we saw earlier that the reaaon why people 
s h o u l d  buy  land Is so that they can uae it for 
way or another. Land iMuaed for altuatln, productive
economic activitie. auch a. 9rowUW crop., ouildln, 
coiranercial or indu.tri.l bulldin,.. without land or 
space, earthbound human activitie. ~uld not be



p o s s i b l e .  This is why fres tne eerlieet tine# ir the 
h i s t o r y  o f  economic thought 1 ind hii always been 
r e g a r d e d  as one of the factors of production* 
T h e r e f o r e ,  because of the necessity of spooo • and 
h e n c e  l a n d  - in daily economic activities lend 
v a l u e r s  are often called on to assess the value of 
t h i s  s p a c e  before it changes hands between various 
o w n e r s .  The legal systen, as we saw in earlier 
c h a p t e r s ,  has evolved in such a way that the land 
o w n e r s  are not necessarily the land users. Sub
l e a s i n g  land for a tern of yearst and other legal 
i n t e r e s t s  are likely tu co-exist on land for varleus 
r e a s o n s  that evolve through the process of land
u s i n g  the subject tract of land.

This means that when land valuers are valuing 
l a n d  i n  the economic and lagal systems where such 
v a l u a t i o n  is possible3 they have to take into account 
a l l  t h e  factors that would influence the nature of 
t h e  p i e c e  of land that is subject to their attention. 
T h i s  i s  because the valuer* have theoretically no 
a l t e r n a t i v e  than to regard land as sono hind of 
i n v e s t m e n t  during th«ir a s s e s s m e n t .  t-*nd »• thor.foc# 
r e g a r d e d  as an asset that is capsbl. of g*n*rstl«w 
a s t r e a m  o f  cash flow over th# p*rlod o f  time. 
A l t e r n a t i v e l y ,  land 1 .  c*P»l« of , . n . r * t l h ,  » -  

s a t i s f a c t i o n  that U  quant if iabl. »
b y  considering the fact that the occupl.r ~ y  M w  to



rent alternative accommodation to cotem ainiur 
ur>e s a t i s f a c t i o n  were ho not in possess I on of the 
land a r e a  he is occupying. Ms saw in chapter thro# 
that l a n d  may not have any rental value when i t  is 
used a t  i t s  extensive Margin of cultivation*
D e s p i t e  t h i s ,  i t  has such fore of utility that the 
current land u s e r  or occupier Is unwilling to par* 
with i t  i m m e d ia te ly ,  because of the on-going 
a c t i v i t i e s .  Under these circumstances the valuers 
may h a v e  d i f f i c u l t y  in assessing the value of cash
flow, s i n c e  t h e r e  is no cash being earned from land. 
However ,  because a theoretical aityaiios sliilai_ia_ 
t h a t  in  c h a p t e r  three is rare nowadays due to 
p o p u l a t i o n  increase# sons fore of rent could accrue 
t o  most  land in the populated parts of the world. 
T h i s  make s i t  easier for the valuer to assess the 
d u r a t i o n  o f  the  c a s h - f l o w j  and to discount such 
c a s h  f l o w  in p r e s e n t  value teres# reducing it to the 
p r e s e n t  v a l u e  o f  land. This is usually Identical to
i t s  m a r k e t  v a l u e .

THE PROCESS OF VALUATION

Problem Identification
V a l u e r s  a c t  a* consultant, to  clients of various 

types, who request ths» to undertake an appraisal of 
their p r o p e r t y  for various purposes. Th. first t h i n *

that a v a l u e r  d o es  when he i s  approached by s  c l i e n t

the client define the problemis to define or to have
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that r e q u i r e !  hit profession*! expertise for solution* 
He i n v e s t i g a t e *  what his clients* reel requireswit* 
are# and why his client wants a valuation of the 
p i e c e  o f  la nd  that he clains to be the owner. This 
i n f o r m a t i o n  gives the valuer clues on many things* 
su c h  a s  the statutory requirenents of the valuation 
that t h e  c l i e n t  is seeking, the date of valuation# 
and e v e n  the economic aspects of that property# when 
c o n s i d e r e d  from the viewpoint of the type of valuation 
r e q u i r e d .  The client will no doubt be having l«gal 
d o c u m e n t s  relating to his interest in the land he 
c l a i m s  to own. The valuer will therefore reuuir^to 
p o s i t i v e l y  identify the site or the plot th.it 
r e q u i r e s  a valuation.

Positive identification of the subject piece
o f  la n d  d e f i n e *  the geophorlc location or SQOltatlS 
o f  t h e  s i t e .  Accurat# locational identification la 
a p r e - r e q u i s i t e  to any definition of a aite, and help* 
d i s t i n g u i s h  t h i s  aita from any other aite.
• • L o c a t i o n a l  i d e n t i f i c a t i o n  begeta unique alia*.
Indeed# t h e  site i a  location before i t  can be 
a n y t h i n g  e l s e . "  L o c a t i o n . l  i d e n t i f i e d  Ion feM been 
c l a s s i f i e d  by Speedy •• being one pert of «rt»et 
R i c a r d o  c a l l e d  • the o r l g l n e l  end m d l . t r u c t l b l .

po w ers  o f  the soil.' 4 Sperfy ~  *
p l o t  a s :
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............... i d e n t i f i a b l e  Und t u r f i c t

whose horizontal aimensions ere geographically 
i d e n t i f i a b l e ,  and below ground level for
usable d i s t a n c e ............ T h e o r e t i c a l l y ,  <a> ....
s i t e  extends fro* the centre of the earth 
t o  the surface and beyond to infinity, but 
p h y s i c a l  and statutory restrict lone llaiit 
t h i s  theoretical concept to one of practical, 
u s a b l e  dimensions. "
T he horizontal dimensions of a site ar« 

g e o g r a p h i c a l l y  identifiable by means of boundaries -
w h i c h  a r e  im aginary  m e t  proved,

d i v i s i o n  between any two contiguous sites, boundary 
d e m a r c a t i o n  i s  the  starting point of any landed 
p r o p e r t y  transaction or operation, and yaluaM^n in
o n e  o f  t h e s e  operations. "The early Igyptlane found 
it n e c e s s a r y  t o  use mathematically based survey 
t e c h n i q u e s  to  re~identify fields on the flood plains 
a f t e r  t h e  N i l e  had receded. William X's lof England) 
Doomsday Survey required the correct identification 
o f  e a c h  e s t a t e ,  which is an essential to any land 
t e n u r e  s y s t e m . Various tribes and oomwinitles in 
t h e  w o r l d  have started their transact lone w i th  

a c c u r a t e  s i t e  definitions. Speedy narrates how 
•'Maori t r i b a l  lands ( i n  New UsUnd) wr* clssrly
i d e n t i f i a b l e ,  often by u.l«W " t " * 1 * * * * *  “  
b o u n d a r i e s ,  but where necessary ler*e etones or
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carved p o s t !  were used. ’ 7 The Ximiyit M l  the Here of 
Kenya used the  t r a d i t i o n a l  - g u c ' 4 * 

respectively, and any other useful **»il; gr< *• 

plants t o  i d e n t i f y  individual lend b o u n d a r i e s . *  

Current land registration in Australia, !.*.* Zea la nd ,  

Kenya and o t h e r  fonser British dependencies - bated 
on the T o r r e n s  systesi - alas at providing the iagal 
and s t a t u t o r y  basis for positive ldentificetloci o f  

sites t h r o u g h  accurate boundary demarcation. This 
e m p lo y s  the  techniques of land surveyors, v?.g 
d e m a r c a t e  the  boundaries of each plot using a

connected with the global grid of latitudes and
longitudes.

T h e r e f o r e ,  a valuer haa t o  understa nd th# l a r d

s u r v e y  and statutory land r e g i s t r a t i o n  system used 
in d e m a r c a t i n g  the boundary of the alt# ha it being 
c o m m i s s i o n e d  to value. Thl. w.y h. c.n tell whether 
such a s i t e  actually exl.ti, what its else l«. end 
its e x a c t  l o c a t i o n  on the .urf.ce of the eerth. Once 
he has a c c e p t e d  the instructions of hie client to 
value t h e  s i t e ,  the first thin, he does le t o  eeerch 
the t i t l e  o f  h i .  client «. the subject piece o f  lend. 
This w i l l  co n f irm  the statutory definition of the
boundaries of the site, and provide infon-tlon on

.. • K4- c l i e n t  over t h a  a i t s  • orthe l e g a l  r i g h t s  of hit c i i a n c

fhat his cliant is commissioning 
t h e  legal interest that nis
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him t o  v a l u e .  Once t h i s  i s  done# th# v s l u s t s  w i l l  

be knowing t h e  e x a c t  l o c a t i o n  o f  the s i t #  he i s  b t I m j  

requested t o  a p p r a i s # i  and th# d u r a t io n  of t b s  legal 
interest o f  h i s  c l i e n t .  The l a t t o r  g i v e #  an i d M  of 
how long his c l i e n t  e x p e c t s  » re? fjie t?.®

site; and how h i s  l e g a l  co—  i t — nt» i n f l u e n c e  e a c h  

amount o f  c a s h - f l o w  r e c e i v a b l e  fron i n v e s t n ent  on 

this site.
Valuation data g a t h e r i n g  a :.; Ar-i .

T h i s  i n v o l v e s  th e  exasi lnotion o f  a l l  th o s e  

physical, l e g a l ,  s o c i a l  and •< r. ; • i -  t ■ ■ ■»•

affect t h e  c a sh  f lo w  a c c r u i n g  t

subject s i t e .  Land te n u r e  or l e g a l  i n t e r e s t  d e f i n e s  

the time and th e  e x t e n t  to  wnich th«. < ■, *

t h e  u s e  o f  the  s i t e .  This is e a s i l y  in

monetary terms by examining how much he c o u l d  pey t o  

acquire or r e n t  a s i m i l a r  l e g a l  i n t e r e s t  e l s e w h e r e .

L e g a l  i n s t r u m e n t s  l i k e  r e s t r i c t i v e  c o v e n a n t s  and 

z o n i n g  r e s t r i c t i o n s  l i m i t  t h s  s s t s n t  t o  wh ich  th# 

c l i e n t  can use th e  s i t #  fo r  th# #cono»lC purpo### o f  

g e n e r a t i n g  c a sh  f l o w .  R a t i o n a l  p#opl«.  pr##v»»#Dly. 

p u t  t h e i r  s i t e s  to  th# h i g h e s t  end b##t u##. a# w#

saw i n  c h a p t e r  two.two. Th# 1*9*1 definition of th#

a s  p o s s i b l e ?

e x t e n t  t o

t h e  s u b j e c t  c

which th e  S i t #  could  b# U##d l # p l l # s  th#t 

*  c n e n t  c o u l d  u n  th# s i t .  # •  l n t # n . l v . l y  

e-  but  t h a t  h# esnnot #chl#v# th# h l g h e . t

of these restrictions. The
and b e s t  use because
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stream of cash flow which the v.lu,, set* oat to find 
present value it "truncated" by the logs! 
obligations. A site without these obligations is eor< 
profitable than one having the*, because it can be 
utilized more intensively. Theoretically, a site 
without any legal obligation is capable of earning
the highest income under the prevailing c r cic 
circumstances - of being put to the highest and best 
economic use. Such a sita is defined legally aa a 
freehold in absolute possession.

If a valuer sets out to vslus s freehold he

leases, restrictive covenants, easements, life 
interests, mortgages, legal and sonlng restrictions. 
In short, he checks whether the freehold use of lend
is not subject to any subordinate interest before 
quantifying the magnitude of cesh*flow. In case ho 
is valuing any of the subordinate interests he chocks 
whether these are also not encuobered by other 
subordinate interests before quantifying the periodic
magnitudes of cash flow accruing fro* these interests. 
Leases, sub-leases, ease®ents, life interests ere
some of the main subordinate lnt.r.st. that h# M y  b*
commissioned to value.

The valuer will then go on to inspect the
property, measure the sit. .nd bulldln,. and r.l.fd 
factors. He will examin. such fetor. M  •«.



elevation and topography* tha infrastructural 
services on the site; the age and design of buildings 
and other improvements! suitably of site for present 
use; adaptability of such site to future uses 
accessibility to and from the market# to emmenui««.

9labour, etc.
In addition to all these details the valuer 

requires a background of the general economic 
situation of the country, the region and the local 
area in which the site la situated. Such knowledge 
as has been outlined in the earlier chapters of this 
text is vital as an aociiliary t o  hia valuation - 
analysis tool-kit. Moat valuara live in the regions 
they operate, and the state of the economy of these 
regions is a part of their professional data stored 
in their sub-conscious mind. These facta lncluda the 
regional and local population atructure* regional 
and local disposable income (avarage wages) t the level 
and types of regional employment or unemployment* the 
state of the local industry* growth prospects of the 
region and its industries* the nature of regional and 
local infrastructural amenities* current planning 
proposals and the trend of development* and the naturo 
of the region in which tha plot i. situated - position 
of the town in regional hierarchy. In ehort. **• 
amounts to detailed urban-r.glon. 1 anely.i. In the e»b- 
conscious mind of the valuer (chapter, eight to thlrtM*



Some types of valuation - 1U* luting valuation - 
require formal urban - rational analysis bafora thay 
c a n  be undertaken; as we shall saa in ilia nest taction*

In addition to the broad regional data, the 
valuer will need to undartand or to fair* on tn« 
local property "market* of similar land, plots or 
development property he is dealing with. It haa 
been stated earlier that quantlf l cat ion of the exact 
economic market parameters of any good is impossible 
or very difficult; and the state of egull it.riu* la 
difficult to identify. However, the valuer will use 
the crude surrogates^ avjilablojyj t y  *"*^1 

the local scene. He must be aware of the total stock 
of similar plots or properties in the town or 
locality in  which the s u b j e c t  land o f  M l  i n v e s t i g a t i o n  

is situated. He must also be aware of the temporal 
rate of change in thl« stock; the Mlnent change dus 
to perhaps some exp*ct*d dsvslof»snts. sub-division 
schemes or urban expansion; and whsthsr or not tho 
existing stock is fully utilusd - tho yacsncy raws. 
This data will give hi* tho supply sldo of tho 
pi cture.

Regional analysis snd tht general socio
economic "climate- will indicate th. ***** side of 
the market. Frcxn regional population chan,, on. can 
understand how demand for residential acc«*od.tlon 
is likely to change over any given period
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upsurge in  regional economic activity would finerm  

the demand for space and acccewcdation of ail kiodei as 
seen in earlier chapters. The valuer oust be in a 
position t o  know whether the plot he hee been 
c o m m i s s i o n e d  to value is affected by any of theoo 
e c o n o m i c  variables. In addition he oust gather the 
rental d a t a  for comparable properties, and the rating 
i n f o r m a t i o n .  The latter is a rough indicator of the 
r e n t a l ,  and sometimes the capital value of the 
p r o p e r t y ;  especially when the rating valuation in 

the l o c a l  authority has been completed In a period ttut 
is relatively recent as compared to the time of the 
r e q u i r e d  valuation. The recent rental and sales data 
will give evidence on how f a s t  s i m i l a r  properties can 
be s o l d  or rented. This - along with all the above 
m e n t i o n e d  data - will give a fairly accurate demand 
s i d e  o f  t h e  market. Sales values are surrogates 
u s e d  f r e q u e n t l y  by valuers and the judicial system 
a s  i n d i c a t o r s  o f  the "suirket price of comparable land 
or p r o p e r t y .

At t h e  end of all thle an.ly.i* the valuer will
have the following vital information:-

(a)  How much of the potential ca.h flow from t h e  

subject site hi. client can lawfully enjoy 
throughout the period of hi. own.r.hlp of
t h a t  la n d .

,b> How lo ng  h i .  c l i e n t  can e n j o y  t h a t  c a s h



flow? And what tha effect# of the peat«;« 
cf time, legal obligations and aar»«t 
conditions ara on tha amount he can enjoy,

(c) what rato of raturn ha can anpact on any 

inveatrent on aiaiiar proparty given tha 
bank rata and othar conaidaratlona 
discusaad in detail within chapter six.
In short, what tha effect of tha economic 
environment la on tha subject plot and 
similar proportyj and how ouch raturn on 
this investment on tha subject plot ha can 
expect to earn in view of tha inherent risks 
on the investment on euch eltee that le 
imposed by socio-economic circumstances or 
environment in which tha plot la situated 
This risk rata will be a percentage of 
return determined by hi a -expectatlona* on 
the property aa an investment. One could 
say that it is based on tha valuer*a 
"gut feeling" about the property in view of 
itr economic environment. The valuer, in 
determining this rate, placet hlmaelf in 
the shoe* of ar. entrepreneur investing in 
the subject land. Tha#rata la therefore 
entirely aubjective.

T h e s e  t h r e e  fact. W i l l  « M U >  t h .  v a l u e r  t o  f i n d  th. 
p r e s e n t  value o f  th e  . K « * c t . d  c . h - f l o w  f r o .  t h .  plot
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or property he hat been coemissioned to valms.

1 : t rs affecting Valuation Aarm**
Valuation is both a science and an art that 

requires a separata textbook for satisfactory 
treatment; and not merely a section of a chapter.
This t e x t  does not pretend to say all tf.are is in 
connection with the valuer's methodology; and readers 
are d i r e c t e d  to relevant t e x t  books on various 
aspects of the subject.*** Broadly there are three 
main t y p e s  of valuation (a) market value valuations
(b) s t a t u t o r y  valuations; and (c) replacement cost 
v a l u a t :

Marke t  value valuations Involve the 
d e t e r m i n a t i o n  o f  how much a plot or property subject to 
t o  a valuer's investigation can be sold In the fcpm 
market. The open market implies a willing buyer and 

a willing seller within the socio-economic 
environment o f  the sale transaction. The socio
economic environment includes all the factors 
discussed i n  t h .  Ulfc action. Thu t y p .  of v . l u . t l o n  

involves th e  id.ntific.tlon of th. M f l n i t u d . .  o f  c . h -  

flows and th e  time fra*., la -huh wch c h  f l o w  c . n  

be expected. The -.pltalU.tlon of . u c i .  C . h - f l o w  

(or the f i n d i n g  of it. p r . - n t  , » v . .  t h .  v . l u .

of the subject Pr o p . r t y .  A U . r n . t l v . l y ,  on. c . n  b^ln 
with s u c h  capital v.lu. «< th« on. c.n - t  o u t  t o  

find t h e  rental v.lu. of th. •.»)*« prop.rty. Th.
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rental v a l u e  it the periodic cash flow, tfcttever the 
approach o r  th e  intention of the client the economic 
factors d i s c u s s e d  throughout this test will be 

considered by the valuer In addition to the legal 
factors o u t l i n e d  in this chapter. The method o f  

c a p i t a l i z a t i o n  is left for a wore comprehensive text 
on the s u b j e c t . 11 The types of valuation requiring 
a market v a l u e  approach are;

- Sale Valuations
- Rental Valuations
- Mortgage Valuations and
- going concern valuations. _ __

Once the  c a p i t a l  value of t ?h-flow haa been
obtained it can be compared to those of similar
properties as a check. The replacement ooet of the
property can al.o be caspsred to the csptlsl v.lue «• 
a cross-check. Rental values, ones calculated srs 
compared to those of similar property. It is sn 
obvious fact to a trained v.lusr thet ,lvsn c.plt.l 
values rental values c.n e.olly b. e.lcuLtsd, end
v i c e  versa.

Statutory valuation, srs those that srs ,ov.rnsd
by acts of parliament for r.sson. thet srs l.r,.ly

. * local authority; or thebeneficial to the state; • io«a*
ownership rights areaffected individuals

protected by the constitution. These are;



( -U Rent Restriction rent si aieeseawtnta
. s*ate Juty valuations (̂ rotate valuations)

(c) Compulsory acquisition valuations 
lor eminent domain valuations)

(d) Rating valuations (u Annual value rating
111) Improvement rating 
(ill) Unimproved site 

value*
T h e s e  valuations Involve the understanding of 

the p r o p e r t y  market like the ordinary su»r*«»t 
v a l u a t i o n s .  In addition, the market value is usually
aenusted according to tl• •
p a r l i a m e n t  that governs each type of valuation*

In each type, elaborate methods of valuation 
h a v e  been prescribed by the governing acts. 
Sometimes these methods or assumptions can render
the p r e v a i l i n g  econosiic conditions irrelevant* Por 
example, in  carrying out th* **t*t* duty valuation* of 
any p r o p e r t y  within the Republic of M n y a .  th* Old 
Estate Duty Act (the now repeal** Cep.dll of th* Law* of 
Kenya) provided that the eerket value of th* property 
of the deceased person be aseeeeed as st th* det* of 
death. T h i s  meant that valuers were eoMtleet forced 
to remember what the W e t *  or the eoclo-eccnclc

t o r s  t h a t  affected th* ca.h-ftow of th* eubject 
, p e r t y  used to be at th* dat. of d*ath. Thl. author
n he was working with Mny.*. ■»•***» •* “
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Settlement was conmissionad savaral tiati fey the 
Government to valut property for estate duty under 
the peculiar circuastancts where the owner of the 
property died five or even ten years before the date 
of valuation, in each case the author had to do 
rental and capital value analysis as at the tine of 
death; and to try to visualize how u.o investment 
climate was at the time. The task was usually not 
a very easy one. It called for all the aconomic 
knowledge the author could Buster, a historic vlewi 
and a thorough understanding of the law governing 
such ..yaluat ions. in most cases,.the values w  
calculated were rough estimates of narket value at 
the time of death; and, in absence of totter 
the legal system usually accepted such estimates for 
the purposes of the governing act.

Rating Valuation
As discussed in the foregoing section, this la 

one kind of statutory valuation*. It la considered 
in greater detail here because of the magnitude or 
the universality of the application of the value* 
arrived at through the valuer'* Mthodology I* 
carrying out thl* typ* of valuation. Oft*n. M l H H  
are requested to prepare complete schedules of 
property values for entire towns. These schedule, 
are usually used ny the rating authorities .. has*, 
for levying rates or revenues. The work of a rating



valuer is t h e r e f o r e  eonunentel, end he s m Oi to be 
specially p re p a re d  before he stsrts the eoereue teek of 
preparing t h i s  schedule or v#luetton_£g^. Aeother 
source of c o n c ern  arises (roe the fact that uttereee 
in general valuation practice valuers «r« < fie* 
required t o  value properties in th*:r t - « f
residence, th e  rating valuer say be called upon to 
prepare a valuation roll for an entirely strange 
town. Once he has prepared this r o l l  ho u  f  ar. 

required t o  d e fen d  it through an a j ; o n l a  aya tea 
(prescribed by rating statutes) which

f a i x n e s s , o f  his valuation B « t h o d » . , ^ h i s .

rating v a l u e r  i s  required to do thorough initial 
research b e f o r e  he begins the jr <•*»»» « f *■»;; f -
every plot in the town. The esiphatls on thorough 
research i s  n e c e s s a r y  for all valuation, but it is
absolutely im porta nt  in Rating V a l u a t i o n .

Some v a l u e r s  in practice today are 
well equiped w i t h  research eethodo log leal technique* 
for the a n a l y s i s  of specific rating areas.** Often, 
for lack of e v i d e n c e  on whether the economy of e town

s improved, gone down or re»elned constent. valuers 
Kenya (and perhaps in other parts of the world) 

ve been applying the legal nachlnery for renewing 
e dates of valuation roll schedules, end using these
r  l e v y i n g  t a x e s  on the towns subject to their

„ « .sen the author la familiar «i*h vestigatiens. One c aaa
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:r-'-'-lve* « xoni rtntiMii i ■« .w u * *ft r«-i* tut
*'  —  a r t -  ---------- J . . ,

-
cf Luropasn <. .......

• pest• *nd*cofra*r<
period. :>* valuation *•*-proved tu« value rc»* #,
t , i s  town V . .  m * .  *  1 M ,  * * n  t u  t0 -#  . . .  ln m

economic apogee. CoM**.«,y . decim.
demand occurred «  the *,op*n m i t e ,  „ r. lMvln,
t h e  town. According to the law. . valuation roli
Kenya is renewable .vary five years, and ln M y  c. „
when t h e  Rating Valuer appointed for the town hae
cause to believe that land values have either

.  ^___. . _________ ___ _ '

economic phenomenon, m  tMa caee the roll wee due 
f o r  r e v i s i o n  Immediately a decline in effective 
demand occurred, or at least ln l*»2i after the expiry 
of the next five years.

What a c t u a l l y  happanded is that the valuers had 
no m e t h o d o l o g i c a l  tools to infora tha local authority
on t h e  m a t t e r  o f  the town’s declining econo*)*• Valuer*

> tn t h e  knowledge o f  economics,  r a t i o n a l  a n a l y s i s  and 

research methodology wart Ir. serious s n o r t  su p p ly  

within t h e  former Kenya Colony at tha tl̂ e. So w h e re a t  

it was o b v i o u s l y  noticeable that deoand had d e c l i n e d ,  

this d e c l i n e  c o u ld  not be proved s*thodol o g i c a l l y  by 
the th e n  p r a c t i c i n g  valuers. A political elerervt was 

a l s o  r e s p o n s i b l e  fer this state of affaire*



If the d,cUn# reflect.! th, 
i t  w o u ld  have H U t that tha local eothoruy would 
l o o s e  a  l o t  o f  ravanua as a taaglt. TMa would have 
b e e n  politically unacceptable in tha local area 
b e c a u s e  t h e  county council lore would hove to give 
c o n c r e t e  answers to their constituents why the 
money for local authority serv'cet was not sufficients 
T h i s  me ant  that if the next roll reflected a decline 
i n  s i t e  values I t  would have bee.n opposed by the 
r e p r e s e n t a t i v e s  of the local authority. Hating 
l a w  i n  Kenya provide* for machinery for objection 
t o  a part of (or tO.mll) the rating yalu*»tan 
i f  t h e  l a n d  owners feel It is unfair. Consequently, 
t h e  r a t i n g  valuer for the tow kept renov.rvg th® roll 
for " l a c k  of enough evidence* that the value* have 
c h a n g e d  a s  provided by the statutes. Th«» lo« 11 
a u t h o r i t y  kept cn receiving the revenue on tha basis
o f  t h e  old roll for a pariod of 20 year*i until a new♦
r o l l  w a s  prepared in 1976 • long after tha economy of 
t h e  town had presumably mads a downturn and than an
u p - t u r n .

The moral of thla trua atory la that waluara 
r e q u i r e  t h e  equipment of reitarch methodology tools 
a s  a d v o c a t e d  by Stephen Kltuuka.1* Of late. tIM 
g o v e r n m e n t  of Kenya has bean sanding valuers for 
f u r t h e r  t r a i n i n g  in over— , and l~.l m U t u M m  
and t h e  academic calibre of the valuation prof.a.lom



i n  Kenya i s  improving adm ir ably ,  but t o  a v o i d  a 

r e p e t i t i o n  o f  t h i s  kind  o f  c i rc u m s ta n c es  g r e a t  o r  

e m p h a s i s  i s  r e q u i r e d  on r e s e a r c h  a e t h o d o i o g y  and 

r e g i o n a l  economic a n a l y s i s .

R e g i o n a l  Economic A n a l y s i s  ir. tu* ir.j . a . ,  a*:

An un d e rsta n d in g  o f  the r e g i o n a l  economy o f  

any r e g i o n  in which a l o c a l  a u t h o r i t y  l e v y i n g  m ' o 5 

i s  s i t u a t e d  i s  v i t a l l y  l a p o r t a n t .  O fte n  v a l u e r s  do 

n o t  h a v e  t h e  funds and t ime to  do a d e t a i l e d  

e c o n o m ic  a n a l y s i s  of  the ragicr.  o c c u p ie d  i y  % t - 

( f o r  exam ple )  and i t s  i n n e d u t e  hint«r la:-'.. -«• « ,

l o c a l  a u t h o r i t i e s  in  Kenya tod.iy neod t o  oat •*.I n ,  —  ---------

v a l u a t i o n  o f f i c e s  with v a l u e r s  s p e c l a l 1 2 ; i*

r e g i o n a l  economic a n a l y s i s  sa a p e r i p h e r a l  a c t i v i t y  

t o  r a t i n g  v a l u a t i o n .  Such a n a l y s i s  would t*Vo t h e  

n a t u r e  o f  a s tu dy  done by D.A. B U c k  fe e  M i r *  hi* 

and would,  be f e a s i b l e  i f  dona in c o n n e c t i o n  with  a 

g e n e r a l  urban stu dy ;  or r e g i o n a l  s u rv e y s  a. i ■» 

s y s t e m s  c o m p i l l a t i o n .

The  s tu dy  would u s u a l l y  begin  w i t h  r e g i o n s ,  

d e l i m i t a t i o n  t e c h n i q u e s  «• d e s c r i b e d  i n  c h a p t e r  e i g h t i  

so  t h a t  t h e  economic s tu d y  end p U r n n  r .  i l w  

c o n t a i n i n g  th e  l o c a l  a u t h o r i t y  een DS p o s i t i v e l y  

i d e n t i f i e d .  Care v^uld be t . k . n  t o  e n s u r e  e c c u r . t .  

d e m a r c a t i o n  and d e l i m i t a t i o n  o f  c o n t i g u o u s  hooogoneoue 

r e g i o n .  Then economic and demographic a t . t l s t l c e  

w o u l d  be  g a t h e r e d  and compiled- Trede  d e t e  I n c l  ng

- ««« -



imports, exports, volume of economic ectivity in the 
subject region; etc, are relevant. Csuelly 
econometric approaches using Keynesian techniques 
as described in chapter eight have been found to be

output techniques nay be employed to annulate the 
impact o f  entry or exit of nev economic activities, 
other econometric methods nay be enpioyed to project 
the growth trends and other trends in ooOMBic
activity.

I f  a valuer is dealing with established urban

d e t e r m i n e  the land values empirically; and to establish 
v a l u a t i o n  trend lines in various directions fr^a city 
c e n t r e s .  These techniques are useful in establishing 
l a n d  v a l u e  gradients in various directions, and in 
p r o v i d i n g  near accurate indicators of land values in 
d i f f e r e n t  areas of the city at different times.1* If
p o s s i b l e ,  temporal changes of these land value 
g r a d i e n t s  may be studied to provide dynamic indications 
of l a n d  value changes, and perhaps to offer projections 
on t h e  future values of the subject town.

As far as rural or regions ar«

useful in most mall and large regions. 17 Input -

a r e a s ‘"•wiarm.**

f o r  l a n d  and p r o p e r ty  va 

b e c a u s e  demand for space
that is represented by



;-r,r.*r ty  hat vary c lo w  roUtionships wit tne M M r

r-n 4. c C ^::'ocsic a<

five and six.

* r s *"a c * ”  landed p re p a rty  •  f o l l o w  v o r y

closely t . .e  t r e n d  j. affaetlvo demand in tna economy* 
and responds similarly to txogtnous forces lilia 
government act ion, daclina in sxports (chapter tlgl • 
and g e n e r a l  economic activity. The valuer suit be in 
a p o s i t i o n  to adjust his valuation m  accordance with 
c h a n g e s  in r e g i o n a l  economic performance! using such 
t o o l s  as time series analysis and economic indexes. 
His u s e  f o r  such method* couia  l«

subjective; but this is a minor factor* and may be 
counteracted by thorough research and academic honesty 
o f  t h e  professionals.

Having completed urban-regional economic analysis 
the v a l u e r  acquires a vary firm data base on Wat has 
been happenin g  in rtsl property market in recent timet. 
This happ en s  during  the time of regional economic 
analysis or as an indspendtnt prs-rating exarcite.
Rental v a l u e *  of properties need to be analysed! and 
the derived capital valuta computed. Meant aalaa 
require analy.l. a* well! and how representative of 
the "market" f o r  proparty 1» bain* appralaad. Coata 
of construction in the region are also of acae
relevance. Trende in thane coat., coat, of aatarlala.

. , ..<liMrl 0f repaacerent value* of etc. provide good indicator* “



information may be obtained fro* newspapers 
advertising real estate transactions. land registries, 
local authority offices, real estate offices (if tf- 
are co-operative), econo®ic planning departments, 
chambers of commerce, and general edministrative 
offices. The valuer Is advised
unturned in his analysis. This is because any taxation 
based on the roll may have serious econo®lc

the valuer is acting for In case the valuation roll is 
harriedly prepared.

Using the data gathered, valuers calculate
representative values for each taction of the rating
area and apply minor adjustments to arrive at thd
rating values of each plot. These minor adjustments
depend on individual site factors, existence of legal
and economic site disability, standard of r*5;*!: *•
maintenance of buildings and infrastructure, position
in relation to city centres, volume of trade et tne
site, the "corner influence", influence of plot depth,

19accessibility, etc.

consequences on the area 34itftttfLfrr.tfci »»■»>>

The Market S o l u t i o n

In t h e  modem era of economic development



largely beer abendor.ed. •! L >a«* fair#
•• t h a t  increased national « '  -ency a
the prim ary  objective o£ regional development# «n* 

that t h e  p r i c e  system in a ear He t economy i» the boot 
a v a i l a b l e  automatic  regulatory rechanism fo r  

achieving t h i s  objective - through its inducing 
optimal s p a t i a l  allocation of resources. This 
arguem ent  was justified by the ftet that man-mede 
r e g u l a t o r s  were thought of being only capable o f

of the space economy as rtf lacted in minute apet . 
differences in costs# prices and incomes.^ As Loach 
described it: "Every individual fa^*s • P*’ '•*
geographic diffartncaa whose controlling influence le
attuned t o  his exact location rort finely than any
p l a n n i n g  could be__  if gaographic price differencea
were to be abolished, or even merely frosen, they
would soon have to be replaced by TWlfll apotial
p l a n n i n g  which would face the mr a m m  task of taking
into account the effact. of thou.anda of location
upon one another -  a n y t h i n ,  t h a t  only t h a  p l a y  of
c h a n g i n g  p r i c e ,  ha. ao far b~n abla to te auccaa.fully

.21
for any length of tire.

A second argues-nt for tha ^rkat aolution

r e l a t e s  t o  

a t t a c h e d  t o

uncertainty. «*«-•« of the uncertainty 
predicting the future, it ha. been argue



t h e  inev itAc^ e gaps between

r -.: 2ec c:sts ans revenges in
anticipate* a*d

i  r t f t t f  ueulc I

- r . i r i z e d  : y  i p r u d i n ^  d t e i s l e r . - r #/ ,ng u  w i d e l y  1 1  

possiole among . Ilwi f»rr#, rather • >• ,
*■ centralized on a regional piar.r.ir.g authority.

However, laissez fair# in regional development 

has been found to  be only ftaaible in conditions of 
plentiful r e s o u r c e s  and under-employment. Richardson 
feels t h a t  if the  economy as a whole operates below 
full employment level, it is difficult on efficiency 
grounds a lo ne  t o  argue for regional policy measures.

a good advertisement for free market solutions.* In 
a d d i t i o n ,  strong agglomerating tendencies found in 
economic activity under lilmi Tltet may be due to
t h e  h e r d  instinct of entrepreneurs more than to
i n d e p e n d e n t  rational calculations. In <"*th#r words, 
t h e  m a rk e t  solution is not ntceeserily the best from 
a r e g i o n a l  economic growth point of view. It may also
not be t h e  most optimal for regional allocation of 
resources. I t  has coma to be felt more and acre t h a t  

a l t h o u g h  maximization of private returns to the 
nations' r e s o u r c a .  mean, reliance on the market to 
d e t e r m i n e  regional allocation of i n v e n t .  Ih.
government has an inportant M r W t U f  f u n c t i o n .

and factor allocation Its i n t e r v e n t i o n  in resource ana im m

«av be necessary to reduce 
mechanism in a region y



resource and factor taecbiluiee. and to provide m b * 
knowledge of the economic condition* of the region - 
thus facilitating nore optlael inveetnont. This 
"lubricating mechanise* nay be allowed to operate 
w h e n  the government is involved in act ive 
encouragement of the free Birktt'i role in regional 
development.

Recent approach to regional economic development
i n v o l v e s  more active government participetion in
lirecting resource allocation. This la due to recent
experiences involving frustration by the feet thet
left to themselves, underdeveloped reglone do not
actually develop, but tend to deteriorate. The eo
c a l l e d  developing countries do not seem to catch up
automatically with the more advanced ones, even with
continued and massive international assistance of
various types. Unemployment and economic decllito of
urban areas — or some blighted section* of urban
areas - is more visible and more unsettling for both
t h e  individual and the members of the urban eocioty.
Problems of traffic congestion end environmental
degradation through pollution, etc, rural unemployment
and rural poverty, have recently etlnul.ted . ...r«h
for more rational ue. of ep.ee end r.eource. - both

. ,at a regional and national eve
in addition, it .PP~« th'r* * *  *

significant shift in the attitude of th. g.n.r. 1



p u b l i c ,  and of Boat aconoeiatt, toward* population
g r o w t h  on a local, rational, national, and world
b a s i s .  In  t h e  1920s and 19)0a U m  aipandlog OOOMB&M

o f  t h e  ’hew world" seeaed to rid leu la Nathualan
p r e d i c t i o n s  on world ovarpopuiation. In rtoint
t i m e s ,  however, there has been f r u a t r a '  i r.a 4.:d
by s e e i n g  hard-won output gains In aany developing
c o u n t r i e s  and under-developed regions cancelled by
mushrooming population growth. This growth has
put p r e s s u r e  on inf restructure, arr.cmit lea,
g o v e r n m e n t  and local autnorlty services, and nae
o v e r l o a d e d  their budgets. Today, tninulng and policy
at both the regional and national levels *r«
more d i r e c t e d  toward welfare objectives - such a s

f u l l e r  r e g i o n a l  and national aeployeant, higher per
c a p i t a  incomes and higher Individual welfare) rather
t h a n  t o w a r d  misleading standards of aggregate growth 

, , 24under laissez falre.
This shift in thinking has been due to t M

s t r o n g  realization that the effectiveness of the 
m a r k e t  mechanism is open to criticise. The theoretical 
b a s e  for free market in regional economics lies In 
g e n e r a l  equilibria* theory. But general equilibria 
a n a l y s i s  tends to be etetic r.ther then dynenlc. It 
r e s t s  on marginall.t a.— ptlona, -here- in t »  ep.ee 
economy locational inertia prevent. ln.tanten.oe. 
a d j u s t m e n t s  to marginal chan,., m  coet. end "venue..
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M o r e o v e r ,  if equilibrating tendencies ere strong, tee 
p a t h  o f  adjustment may os difficult, end may neve 
h a r m f u l  consequences. The estimation of the perfect 
c o m p e t i t i o n  on which the efficacy of market force# 
d e p e n d s  is cancelled out by oligopoly and monopoly 
e l e m e n t s  at national and regional economic levels • 
w h i c h  a r e  often harmful to societal welfare. In 
a d d i t i o n ,  the location decisions of firms may be bs— d
on i r r a t i o n a l  grounds made in the light of imperfect

25k n o w le d g e  as seen in chapter ten.
F i n a l l y ,  t h e  laisses faire approach has been 

a t t a c k e d  on t h e  grounds of cost-benefit analysis.
If e i t h e r  s o c i a l  benefits are lesa th.m private 
b e n e f i t s ;  o r  s o c i a l  costs exceed privet# coets SO 

t h a t  g o v e rn m e n t  and local authority intervention would

y i e l d  a p o s i t i v e  net  social rate of return. It pays 
f o r  s u c h  i n t e r v e n t i o n  t o  take place. The philosophy 
o f  d e v e l o p m e n t  In thl* cae* take* preference of the 
w e l f a r e  s o c i e t y  a t  large to thet of en individual.
In  K e n y a ,  this is reflected through government uorae 
l i k e  r o a d s ,  industries, school*, hoepltel*. etc.
When l a n d  f o r  any of thoeo public *»*nltl** ooant 
f o r  t h e  u s e  o f  the public at large 1* required It U  
a c q u i r e d  b y  t h e  g o v e r — nt  through et.tutory ~ ~ ~  
b a s e d  on t h e  p h i l o . o p h y  th.t the discovert of o*. 
i n d i v i d u a l  i s  preferable to that of th. ooclot, a t  

l a r g e  . Financial e l a t i o n  1. offorod for the
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land taken In an attempt to 901 the person vhOM 
land nas teen acquired to the ease itetit §f wee 
before government Intervention. Thie to
bring the state of affairs to the point where the 
public gains by obtaining land for public use, while 
the individual is basically left unharmed by the new 
arrangement. The situation could be classified •• 
being Pareto optimal.

Pareto Optimality, named after tn«* famous 
Italian mathematician and economist Vi If redo Federico 
Damasco Pareto (1848-1923) is an Important concept 
in the economic theory of distribution and welfare. 
In simple terms the criterion for social welfare 
optimization is defined aa follow*«

Any change which harms no one and 
which manes some ptople better of
tin their own estimation) must be 
considered to be sn improvement.

Unfortunately, there ere neny policy propoMle 
which cannot be judged with the eld of thle criterion. 
The criterion doee not apply to any proposal which 
will benefit s—  and ham other., for wanpte. 
compensation for land acquired by the public frc 
individuals may not be edequate, and the project
may therefore turn out to be M  «>•"
optimal. The criterion he. al~ crltlcued a*
a method of s l d e . t . p p l n q  the me—  dl.perltle. in
the population by It. °° “
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one l a  harmed o n l y ,  and avoiding the leave# ot 
e q u a l i t y .  Adequate con pen.# t Ion concept# a n  
Im p ro ve m e n ts  on Pareto Optimality, nay bring about 
t h e  K a l d o r  C r i t e r i o n  where the gainer U  able, 
p o t e n t i a l l y ,  t o  Bake compensation out of his gains. 
This c r i t e r i o n ,  named after the famour English 
E c o n o m i s t , N i c h o l a s  Kaldor (1900 •  ) asserts thtt i

A change is an Improvement if tnoee 
who g a m  evaluate their gains at 
a h i g h e r  figure than the value 
w h i c h  the  loaera set upon tnelr 
l o s s e s .**

This i m p l i e s  t h a t  for example a public project which 
involves c o m p u ls o ry  purchase of land needs to be far 
nuch more v a l u a b l e  than tne value of the lead 
involved i n  o r d e r  to be feasible and for ccmpenaat ion 
to be p o s s i b l e .  Both criteria are used to Justify 
g o v e r n m e n t a l  i n t e r f e r e n c e  with laiasat fairs# In order 
to a l l e v i a t e  the  cruel aide of the forces of the 

market; and t o  ensure that social benefits tre higher 
than s o c i a l  c o s t s .

Need f o r  Urban Regio nal  EcongMc^A.--* • -

If governmental interference with the actMm 
of s u p p l y  and demand In regional economic# la J u s t i f i e d  

it d o e s  not pay t o  Interfere with the economies in a 
h a p h a z a r d  and random manner. The government naad 
be i n  a  position to und.r.tand th. functioning of tba
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s u b j e c t  regional tconomUs thoroughly wall u  ©rdac 
t o  be  able to detect resource constraint areas end 
o t h e r  malfunctioning elements of the regional 
e c o n o m i c  systems. A need has therefore an see in 
r e c e n t  years to study regional economies systernat leal lyt 
and t o  manitor the rates of change in all the economic 
v a r i a b l e s  closely. The effect of such changes and 
r a t e s  o f  change on the regional ecology Is si so studied. 
T h i s  i s  because private firms tend to pay attention 
o n l y  t o  their internal cost variables, and thoee 
e x t e r n a l  costs that affect them directly. *y ao 
d o i n g  t h e y  tend to ignore the wider effects of their 
o p e r a t i o n s  on regional ecologies and broader 
e n v i r o n m e n t a l  variables that could ultimately be 
e x p e n s i v e  i n  national and regional fiscal terms i f  

c o r r e c t i v e  measures are required to remedy the 
s i t u a t i o n .

This close monitoring Is necessary btciuw the 
g o v e r n m e n t s  have com. to appreciate th.t ectlvltlee 
and i n t e r e s t s  within a region »r. highly Inter
d e p e n d e n t .  The more crowded or heavily populated 
a r e g i o n  is, the greater the Interdependence or 
activities and interests. Thee, lnterectlone 
become particuiarly crucial in . high d.n.lty urben 
r e g i o n  within a city or a neighbourhood. Any 
c h a n g e  i n  one activity produce, enternaluie. 
and neighbourhood effect, upon . v.ri.ty of other
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i.'t.vities which can fee a:*.her fes:i;v# cr Aogst;.# -

s p : r e s  complex can t . f  r t r :  , » fey

a t t r a c t i n g  mere v i s i t o r s  a r l  j . >.»*,? ; . -c 4 ' 

at t h e  same t im e I t  car. %y 1 . the = . M i ?  , 

r e s i d e n t i a l  a r e a  tr.rough the c o n c o n t a n t  I r i f f i C  

c o n g e s t i o n ,  s p o r t s  g e n e r a l * ;  r. * 1 l i t t e r .

The methodology for the study of aoali region# 
i s  in no way different fros» thtt described earlier 
when i t  was said that n valuer would employ siei 
t e c h n i q u e s  to analyse the regional economy. The

v a l u e r  could be employed to produce only • single
v a l u a t i o n  roll, and be required only to do einor 
modifications during th. *lif.* of th* roil, th. 
regional economist is l.rg.ly pr.-occupl.d »lth tn.
c o n s t a n t  monitoring of th. regional •enemy - and 

i t s  im p a c t  on social. physical . * >  — iro— ntal 
v a r i a b l e s .  Using th. tttl .equir.d in hi. eon.t«*t 
s t u d y  he i s  in a position to **1M th. >oc.l 
a u t h o r i t i e s  and th. ,ov.rn*.nt. on th. P..» « * f *  of  

i n t e r f e r i n g  with .con-ic « * * * • •  

s c  a s  t o  e a s e  out tn. .dv.rs. *  l i U l l i

.... 1 .-oncrv and tn. r.glc. * •f a i r e  on the r e g i o n a l  *con««y ~

.. -1* . « - > « - ' •  “  “



m u l t i - d i s c i p l i n a r y  t « a i  tnat M y  T u t i t i m  be 

necessary, t h e  valuer need not do exhaustive regional 
studies h i m s e l f ,  but  would consult the regional 
economist f o r  finer details that he nay not be able 
to explore b e c a u s e  of other preoccupations of hi# 
vocation. The v a l u e r  nay, of course, be a regional 
economist; s i n c e  ideally the two disciplines reguire 
almost i d e n t i c a l  training at undergraduate levels, 
with only minor differences at advanced levels.
Ti e f o r e ,  e a c h  is in a position to understand the 
moves o f  t h e  o t h e r  one in clear tarns, and to 

jond t o  them efficiently and appropriately.

A i and C o n t e n t  o f  r e g i o n a l  economic *r. a 1  ̂s i  • .
The r e g i o n a l  economist would approach a regional 

ec nomy a s  a component of a national economy or 
a mponent o f  a l a r g e r  region. He would analyse 
the t r e n d s  o f  l o c a l  employment as compared to national 
employment. He would study other local nWttlMS 
like l a n d  u s e ,  land availability, capital availability, 
e n t r e p r e n e u r i a l  availability and the state of 
i n f r a s t r u c t u r a l  emmenities. He would concern hlns«- 
with p r o b l e m s  o f  national resource allocation sad 
those of r e g i o n a l  resource allocation, bearing In 
mind t h a t  r e g i o n a l  resources are components of natiOMl 
r e s o u r c e s .  In so doing he would take into account 
the s c a r c i t y  o r  availability of these factors and 
r e s o u r c e s ;  and t h e i r  market both at regional amd
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n a t i o n a l  levels* Hi would study U M  iMtfStpttilSSI 
o f  r e s o u r c e s  and other variables on the refloat! 
economy and envlronaent. In to doing ha would he In 
a p o s i t i o n  to identify problems of resource el location 
and t o  p r e s c r i b e  taxation policies sad efeinietrei ivu 
p o l i c i e s  o f  regulating the economic variables that 
a r e  n o t  w o rking  to his satisfaction.

I n  p a r t i c u l a r  hs would devise wsys of later* 
n a l i z i n g  t h e  externalities involved in regional 
e c o n o m i c  c ha n g e .  He may, for example be In a 
p o s i t i o n  t o  f i x  a fee or an Industrial tax to o f f s e t  

t h e  s o c i a l  c o s t s  incurred through the pollution o f  t h e  

e n v i r o n m e n t  by the industries in s region • to intet 
n a l i z e  a d v e r s e  externalities. He may be able to
recommend re-location of the offending industry or 
a c t i v i t y .  In fact, tha process of land use «OMn* In 

u r b a n  a r e a s  and in larger region# should Ideally be 
made i n  c l o s e  con.ultatlon with regional MCMBldtd. 
I f  t h e  p l a n n i n g  group doing the work la •ultl-

r e g i o n a l  economic studies hava taken piece. The
d i s c i p l i n a r y , such zoning 1» done only after detailed

o f  a r e g i o n .

d e t a i l e d  s t u d y  gives the reg 
i n t o  t h e  la nd use allocation 
He i s  i n  a p o s i t i o n  to underunderstand and project



Ml -

requirements by urban activities over tin m  m s b m  

erea qrows. If he Is involved in * j tben renevei end 
housing he gains knowledge of the lend use taoONlion 
system through whicn the lei— e« fair# system 
allocates land in urban ere—  over tine - consequently 
he is abie to prescribe how best to allocete eltee for 
housing and other land uses. He 1* able to 
scrutinize the "free market" land — e allocation 
mechanism, to understand its merits and de-m* »nd
u s i n g  this understanding, to decide where best to 
b e g i n  urban renewal, urban re-development end tbO 
onstruction of new housing estates. If he is a 
t ransportation analyst he discerns the interdependence 
of activities and their effect on traffic generation - 
that land use, land values end the transport network 
ire closely interrelated. His studies enable him to 
locate the urban transportation network in the city 
f o r  maximum social benefit, end to adjust the enletlng
-stem with similar goals.

The recent tines, regional .n.ly.t. have bN* 
ire intensively involved in the predion of «rodh 
thin the regions of their Interest.. Crodh cr.et.e 
glomeration, infrastructural end urbenleetlon

. f a t t r a c t  more ectlvltiea in * onomies that tend to att
employment, higher wegee gion. This induces greater p

a d a# Hvina in < reglon;ee crr' id a better standard of living
. Tt ha. been eaid that regional i earlier chapters. I
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growth is  induced by local export prow* lot. In 

addition, the establishment of propulsive industries 
in a region would create backward linkages to otlMf 

industries on which the propulsive industries for 

their raw materials and Intermediate pood inputs. 
These other industries nay begin with an initial 
sole aim of supplying the "propulsive* Industrie, 
with inputs. Later they nay diversify, and neoone 
major exporters tnemselvea. They ».v/ «ls<> hsv© 

backward linkages and induce other Industries to 

locate in the region - which may al»< m* 

important contributor* to th# welfare of the regional 

economy. The chain, through thia |;r< ■ ̂ aa, i • * 
resulting multiplier effects could have n#i *

e ffect on regional grovrth. The regional analyst, 
after the study of his economic varuhi*»« * •5* ‘
in a position to recooinend the correct type of tneo# 

propulsive industries “ the type that will have 
maximum backward linkages, and • forward linkages. 

The backward linkages anhanca tha total regional 

resource employment, whila tha forward linkages 
complement other existing or prospective industries 

by eliminating input bottlenecks.
The regional economist would therefore 

be deeply involved in regional growth prcewtlon. If 

he is working for a city -  -uniclpal council or any 

other local authority he -o«W mtereeted in
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raking his lcc; » M ftftvt £

- -xirnum c it iz e n s  v#ifere# H< e * 1*44*

:v:ledge if tht l o c a l  a u t h o r i t y ' s  u i  bates era ha 
i d  use h i t  growth promotion t e c m g u e t  to  « i 9m  

the tax ba se .  This hat  the u . * ; . * a ' e  r f  

increasing trie s e r v i c a t  pr",v.4*d l , .a . 

authority through tht incrr  n»<! rovor. >*> * ruing 

from more sources o f  ta x e s  -  which in  turn  r e s u l t  

from higher employment and more o p t i c a l  resource

allocation within tht area under tht jurisdiction ofjjf, :
Mttijl 9mV

Physical Planning and Lend O f *
The Physical Planning !u__*i

Urban ard regional planning - soottlMl cal?
town and country planning la *n old dlecipline that 
began since the ancient Creek civilisation tl»ea. 
infact, it began earlier. The eettled ̂ rlcuUer.l 
communities cf the fertile creeent end China kne- ho-
to lay their town. lr. ttt erder acceptable to their 
socio-cultural value*. D ifferen t ruUrt in th«M

v i l i z a t i o n s  knew what they - h f d  - 1th re.poct to 

e physical and ae.thetlc lock of tfc»U 

iwever, the intention eee». to h.v. Men there. Mt 

lS often not directed in . -Frcf...lon.l* nenner 
, most cases, the a n c ie n t  planner, -ho -ere

responsible for the layout of 
une arthed by archaeologies d

the citie* now being 
le d;  often leaving no
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documented evidence of tneir irtentlefts# end cf 
••- ^cio-econor.ic verifies tr.e;. %•« ;*•

- -••* * -*erstion 4ti§n out * tv * .* » t ■ * ■

cities of ancient t i r e * .

The f i r s t  systematic attempts «t t - 
occurred  during the time of the Creek emulation, 
beginning around the 9th century «•.; . or  

P e r i c l e s .  During this time tnere thrived within the 
H e l le n ic  civilization a desire for beauty in 
a r c h i t e c tu r e  and urban arrangement. m * *  * t , 

emphasis was laid on the aesthetic end architectural

b u i ld in g s  - of whicn wo Kn< - v< -y . • • h  ••

Consequently,  monumental public buildings end teeplee
that stand even today in various perte of Orseot and
Asia  Minor came into being. In this tradition,
Hippcdamus of Miletus around 41$ I.C. advocated a 
s y s te m at ic  arrangement of buildings end streets of
c i t i e s .  He was the flr.t to Uy 4<*n • theoretic.l 
o a s i s  fo r  a c i t y  plan, end popuUrwe t t t  u .e .  The 

g r i d  c i t y  plan in which »o.t subMquont 
been planned 1. thought to h.v. bon invented by M b  

Since that tIM. .* M W U I
- n a t ia l  distribution of

s y s t e m a t ic a l l y  organise P*
, have been well  documented

urban activitie. and land uee new*
. . discipline of city end country

However, the formal a  v
. t A not develop until - e l l  into the twentieth 

planning did not a r
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--.iversaliv U M  mm i * •
. rrur cr. the liific flirt r«
allocation. This resulted free haphassrd load u m  
during t h e  i n d u s t r i a l  rtv.iuticr. ora. • * a*
Europe and America urban slums, cr *nt# and e i  I I  

a d v e r s e  environmental  e x t a r n a i i t  tea r. «

the unzoned land use - especially in closely s e t t l e d  

urban a r e a s . 28 As the nocesslty of ordered land use 

came t o  be appreciated woie and e o r e ,  i t  has be c o m

.fieQea#4Ey, to  pJLao iao4-

the countryside - hence the tens "tcvn and country  

planning" or "physical planning* that la uaed to
describe the new discipline of professionals tlltt 
a re  i n v o l v e d  in  this kind of exercise.

Physical planning can thtrafor# ho dascrlbad

tnarafer* ought to oparat*
a government. Planning tnarafer*



4*4 -

a to

free#

■~*r:

s -1 cr*31 l*veii;*rd thi entire count r/  at 

r e f i t  from an overall ccrdira-.ed .tad 
v.:- . in the  country. Tr.e local aotfct: | lac* tit#
j u r i s a i r t i o n  for national lev*. c c rd in e t tom and 

t h e r e f o r e  the role of the central government mould 

be t o  provide th is  power t r<iir.4 t* t*« u ?.4 um  

a i l o c a t i o n  mechanism thr ..;r.o»« * <• * * i . r - 

h o p e f u l l y  witn the above goeit taxing high p r i o r i t i e s  

At local authority le v e l nor® .4^1 .•«
c o r d ination is done; t e c a ' ; ^  t h* \ 4  1 i > •  i » « « •

lor appointed) government* have gre eter knowledge of

**•. ĵ g£aA  flgf
socio“economic environment!.  I t  would t h e r e f o r e  be 

r e d i c u l o u s , and very  expensive to  expect thle v e ry  

d e t a i l e d  involvement from the rent r 4 : v  r*

Planning at both level* eaeke to reeolv#.
in terms of development plan propoeale* the many
compeating and c o n f l i c t i n g  M M  t o  whiel* » • *  « * *  *•

put, i n  view o f  tne I n e U e t i c  nature o f  th e  »up|>l»

o f  the f a c t o r  lanfl. Tn.  o l l o c . t i n g  end c o r d i n . t i n *

a u t h o r i t i e s  are  t h e r e f o r e  o n t r u . t o d  by th e  p o b . i c

with the duty of lend r e . o u r c .  e l . o c . t l o n  t o  o v o i d

1 <«.<»« land use  c o n f l i c t *  and o t h e r  n e g a t i v e  e x t e r n a l i tiee#
. .  , e . i # th a t  would r e e u l t  frem •diseconomies o f  i c a i *

* ,h. disadvantage of the reeldent
f a i r e  s i t u a t i o n  at  tho  - *

u u i d  t h a t  thooo author i t  »o» 
public. It is generally “ »*"■"

. hocauso, once land haa b»*n what to do; bocauov.know best
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: s.re specific USt, it NCOMf difficult • «
cr.ar.ce. Thu if cf t « - * .* •

investment er.d tire that tv«r.'.*ei. * 
cr. a specific lard -»♦. Far mer ; «* - :
therefore be ur.eConor ic *au« : x *r* « .
which a re  s c a r c e  and expen»iv« fc. *s

legal p r o c e s s  o f  pegging devn lend «•# l e f  »MCh 

p h y s i c a l  planning is e pert) nee tnerefore developed 
to take c a r e  o f  the situation.

T h i s  i m p l ie s  t h a t  the physical p U r.n in ;  

a u t h o r i t i e s  have not only to Involve thoneolvoo in

regulation of land ueo over tme. *»ogulatlon* 
implies that physical planning is a m o m  of 
exercising c o n t r o l  over land develot— nt « l t n  th. .!• 
of achieving c e r t a i n  desired oocl.l
This negative aspect of control - tne *do-no«-do-that- 
follow-my-advise" viewpoint .noold be | •< -‘th
competence; and should aiv.p. have that poa.t.vo
aspect of doing thing, to l-prov* tn. phy.ie.l
social-economic envlronmant for Und os.
planning i s  being c a r r i e d  out.
grr.pe and •lrrh~*"1'vn  01 ' h------

scope of P h y s i c a l  Planning.
it the high*at lew*l ®*Mat tonal Planning;

national planningi which l*p.»es
physical planning » . location, B { U nd use. land ownerahip. io<. ic
national control of 1»"»
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o f  i n d u s t r y ,  the planning of population noTwmu. 
a i r  co m nunicatlor.s, town aim and other Mttere. 
It t a ^ e s  tr.€ fort of attempting to cordinete a i l  

the p n y s i c a l  planning efr a national a c a l a i

and a t t e m p t i n g  to organlia a spatial system o f 

e c o n o m ic  activities so as to achieve the goal of 
n a t i o n a l  welfare maximisation and resource use 
optimality. Regional planning in Kenya la recent.

achieve some »ort of centrel piece network. «•»•*« 
this network the centrel ,oven«ent wouH ellocet#

plans within the bouncerlee of tne netlon.
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This meant that 9ood regional plea. tun U M  
prepared, to be,l„ with. * ,ood p|-
do the following: 32

(a) It would identify regional goals, 
the goals of the people living tn e 
region. Ideally, the cltltenry would be 
involved in thie process.

(b) it would set the region in the contest of 
the national socio-economic systesi. This 
means that there is no use preparing 
regional plans if their execution would 
te^uire more resources than ir« evailani* 
in a region. A good regional plan *ust 
identify the regional resources, and b« set 
within the regional resources' constraints.

( c )  Regional plans should contain guidelines
for various types of development in a region: 
the location of industry and land use in 
broad terms.

(d) They must have scenarios or projections for 
future development: and have guidelines 
for modification and revision to take into 
account irreversibilities like infrastructural 
sunk costs, etc.

(e) They must be flexible. oth.rvl.. f.llur. Of 
one part a.y cauae ab.rxiofi.ent of «hol. 
plans, or l.r,a «>•*• o t  th*lr
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content.
<f) They must i..*, ceo.i4er.fcU roe. for 

the in It let iv. of loe.l p w p u  * * , , 4  

modify the. according to iocel 
environmental and aoclo-ecooclc
circumstance*.

(g) Major issues should be Identified first/
the plan must be a broad policy doossent,
leaving detailed planning and minor issue*
to be settled at the local planning level
"A good regional plan does not attempt to
master plan every acre of land....or
every socio-economic activity/ rather, it
relies on guideline procedure.... * as 

a 33suggested in (c).
Local planning: involves detailed planning of 

a city, town, village or a small du?ri a f r- - , ,: < 
kilometres wide. Most town plans are done at this 
scale, and have been considerably successful over 
the last decades. Despite their localised nature 
the details have to be done for every acre on a 
continuous basis by resident planners. This means 
that "part development plans* are required for each 
area of a town or a .mall regloni which M.t M  In 
conformity with the local pun*. The locel pinna 
must conform to regional plnn.i which* taken .11 
together in a national context nu.t confer, to t M



x a l  arrangerar.t  preference  f cr  f . .  • ft0

Plev.ir.g Methodology.
L ik e  in  earlier discussions vitnin tnn chapter 

it i s  difficult to be able to Oeei with til tn#re it 
in p n y s i c a l  planning. Pair treatment of the ee*)ect 
r e q u i r e s  more tnan one textbook because of ite complex 
n a t u r e .  I mutt point out here that the nature o f  the 
work i n v o l v e s  a tear, a nultl-dlscipl ir.ary t«v.
T h i s  i s  the only way the respective multi-dimensional 
i s s u e s  a r i s i n g  from physical planning can be solved

g e o g r a p h e r s ,  lawyers# economists surveyors, soclolog1 ete 
and economists are uaually involved in physical t g m ^
p l a n n i n g  at both national# regional or local levels.
A land economist could be one of the members of a 
team t o  help make decisions on issues regarding the 
e c o n o m ic  implication# of land uee decisions. tlOM
p h y s i c a l  planning if Und use allocation per e e i  it 
f a l l s  under the umbrollo o f  <W otudy. ond th *  

economist h a .  to knew It. e.pobU»»<••• »*• 
and w e a k n e s s e s .  Moot course, in l*nd o«M»lco 
t h e r e f o r e  r e q u i r e  oooo introductory toun ploonm*

t e c h n i q u e s .

Brian Maclou,nlinJ4 ho. points out thot 
p h y s i c a l  planning »  cyclic U  Mtor*' **
i n v o l v e s :
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<i) F:.ir.r. :ng t h l •' .: *• ,ft * % % » 04

~c ?»wifcod? aM u\ t * e*eit  o f  i m

valio*  h e . i  tt * 4 pdsp.e ©f \ \ i r t t

ir̂  ctru/. rtict or »i a u  which 
nignt  be th re w ,n  § o v e r n M h t« i

i n t e r f e r e n c e  with the l i u « « t  f a i r #  

mechanism.
Tnen goal* ere fornuiated in broad lermei 
and perhaps at the tee* u m  certain 
precise objectives ere identified.

(iii) Possible courses of ect ion that wMi

( 11)

NHv»

(V)

outlined.
Evaluation of these possible courses of 
action vust ta*e place by reference T o ^
the means and resources available, the 
costs likely to bu incurred in over
coming the constraints on ect lot., th- 

benefits likely to be derived, and the
consequences of action. so far at can be
seen,

Action  1, ta*#n o« of lh,,#
conalderatlona. Tr.. .ctvon t.A.r
„odlfi.. th. ralatlor.ahlf th.
individual or ,rouP th. «.vlron^nt. 
U  alter* th. . n v « « ~ «  « - H :  •*- 
time, th, ctrr-unlty. v.lu.a and



* rctf* i*!i o* V.# •flv|% ••.fn,

v̂i). After action hit b#er te*en tre
er.v:r:.v.er.t continues i: l« scanned! r*« 
gotli and objective* stay t« toiv«4 frot 
the result* of the action on the 
previous plan. Thus the cycle is 
repeated and planning bag ins e*fresh.

In all these stages land use is the crus of thei! AonhM
m a t t e r ,  and the land econoeast requires active 
p a r t i c i p a t i o n !  or the knowledge of the process of 
land use allocation through planning.
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