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This study examined the problem of finance for
the urban low-income housing through a case study of the
Dandora Project, ."ho™e 1. The mair objective cl the
utudy was to identify affordability bottlcnec’s in the
Government®s ma:.n low-income housing projects, the site
and services, and to recommend measures for alleviating

them.
i -

Using a queut."onnaire, and taking a random sample
of 10%, represent ire- both Types A anu B plots, a physical
survey of the sites and buildings of the Dandora Project
was undertr I:°r-. To supplement the survey, Ffurther
information was obtained from the fil>s and reports of
the Dandora Project and other Government publications.
Following are the main f:r.dings anc. reccneneiiclations

arising from the study.

The amount of materials loan- provided to the
plot allottees was grossly inadequate, and its manner
of disbursement rendered the loan scheme ineffective.
The level of “self-help® was extremely low, and accounted
for only about 5.5% of the total construction cost.
The initial deposit the allottees were required to pay
was too high and some of them could not raise it within
the time limit. Lack of accommodation on the site for
the builder allottees of Type A plots severely caut® down

their affordability. Fin?lly one of the objectives of



the project, which was to enhance the affordability of
the allottees by allowing subletting was not achieved

as there were no loans provided to build the extra rooms.

In view of these factors a number 0? >ecommend?ti<
were made tc alleviate affordability bottle .ecks In fut™-r<
site and services projects It wac recommended that the
loans provided should aim at meeEGng the costs of ~th
materials and 1-UOuf ddlt its disbursement be improved.

The effect o\ inflation on loan during the peiiod of

construction ~nd differences in site conditions would

need to Le Liken into consideration.

In order to enhance the fimccial capabilities
of the plot allorrees and to get cut of the classical
dilemma of trying to :educe the cost of bousing to make
it affordable, it was recommended that, flexible lean
repayment systems should be introduced, and subletting
be encouraged and facilitated by providing loans for

constructing the extra rooms.

It was also recommended that in order to increase
the opportunities of the low-income groups to obtain credi
for housing, all government sponsored housing Tfinance
institutions should be required to reduce their lendings
to the high-income groups by reducing the maximum amount o
loan an individual can obtain, and by the introduction
of progressive interest rates. Further it vas recommended

that the Government should encourage the utilization of

private funds in site and services schemes through guarantees
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CHAPTER ONE

1" PROBLEMS 07 HOUSING FINANCE FOR THE URBAN LOW-INCOME

GROUP - A CASE STUDY OF THE PANDORA SITE AND SERVICES
PROJECT IN NAIROBI

1.1. INTRODUCTION .

Finance i1s a prerequisite for the development of
urban housing. Ur.]!'™? the tradition-i rural house where
the use of non monetized resources in and materials
is extensive, the development of an urban house, whether
low-cost or high v.-st involves a lerge financial outlay

in the acquisation of land, laboti und materials.

In Kenyo. #he oust of constructing a two-roomed
urban housing unit of a minimum standard (excluding
ceilings, electrical and hot water installatic.-.s, and
internal and external plastering) hrr been estimated at
Kshs. 44,000/- (1".;78 prices).!1 Most families in urban
areas cannot raise this amount of money except by

borrowing from financial institutions.

Unfortunately the families in the ,Aow-income
group“2 do net qualify for mortgage loans from the private
financial institutions due to lack of "proper'™ security. \
The public sector has not been able to cope with their
problems either; the main reason and the most often quoted

one by authorities being "shortage of funds™.



Thus the 1970-74 Kenya Development Plan placed
finance as "the most serious constraint preventing the
housing programme expanding as fast as Government would
wish." This problem continued to feature prominently

in the subsequent Development Plans, though expressed
n
differently .~

AK*

;n its avteuipt vo fiuu a ficlrtion to this problem
of finance tro rovernnenc officially declared thj "site
and services'" strategy as cae of its principle approaches
to urban lon-income housing in the 1C7C-74 Development
Plan. Ov3r =uot plan period one third of the National
Housing Corporation®s urban housing programme was placed
under site and services schemes. Th-.s strategy was
adopted in the subsequent Development Plans as the
Government®s main approach to low income housing in urban
areas. Thus iIn the 1974-78 Development Plan, 75% of the
total planned output of urban housing was under site

and services schemes (Table 1.1). The current 1979-83

Development Plan has 45% of its total planned output

under site and services schemes (Table 1.2).



TABLE 1.1 DISTRIBUTION OF AVAILABLE FUNDS FOR URBAN
HOUSING (1974-1978) INTO COST CATEGORIES

ASSUMED INCOME AVERAGE OOST/LOAN NO. OF UNITS AND AVAILABLE FUND
(SHS. PER MCKIH)  PER UNIT (KE)

UNITS VALUE (KEM)
Q) D) (i) Gv)
200 300 61,860 yor; 18 .6 Site of
service
500 750 9,890 7.4 r>>ts

800 1,200 6,570 7.9
1,500 2,250 13,840 31.1
3,500 4,500 3,460 15.6
TOTAL 95,620 80.6.

Column (i) 1is an approximation of th.-“ income which
taken as being required In order to meet che monti."y

Irar. repayments for the hou-"C cost shown in ccl™ c il l

In Column (i1 ) th» a/erage house cost/loan fo”
KE300 ard Ki700 uni tS ir:iuc:s approximately E-xcO for
mstatu sgervices and lann and -he loan for purchase of
materials or part nouse construction. Housing 1.0sts

at constant prices at 1973.

Source: National Development Plan 1974-78.



TABLE 1.2 PLANNED PHYSICAL OUTPUT OF HOUSING DURING 1979-83 PLAN PERIOD

SERVICED RENTAL UPGRADING MORTAGES TOTAL
PLOIS HOUSES AND TENANTS !
Urban Housing 11,632 5,800 - 4,000 11/332
twi.C.
Rural Housing ™ & - 6,800 6,800
Second Urban ProjTiv-. 16,000 - 10,000 - 26,000
Provincial Pool
Housing 530 530
Central
Government Nairobi Staff Housing - . ]-130 - 843 1,973
Institutional flauin®; 2.600 - : 2,600
Local Authority Hoiring 500 2,968 : - 3,468
TOTAL PUBLIC SECTOR \
S
~Nivate Private Sector Activit-
Sector ies 4,343 7,264 12,107
\ GRAND TOTALS 28,032 17,371 10,000 18,907 74,810

Note: These figures do t=t include the infomal sector houi e-building activities.
Source: National Developnent Plan 3979-83.



The priority given to site and services in the
case of Nairobi 1is indicated in Table 1.3, which present
the National Housing Corporation®s involvement in low-
income housing development in Nairobi during the period
1S70-80. The Table shows that there were 1 ve types ot
housing schemes - site and services, tenant purchase,
mortgage, wvuital and upgrading. ;The total number of
housing units p.rduc™d wes 7,92e of which about ¢j% was

under site aru service schemes.

TABLE 1.3 .T.H.C."S OUTPUT OF LOW HOUSING UNITS
BY TYPE OF SCHEME IN NAIRCBT, 1970-78

“IPE OF screNe " No. OF UNITS % OF TOTAL

.Site and Service « 4,747 60.0
Tenant Purchase 805 10.0
Mortgage 217 3.0
Rental 1,844 23.0
Upgrading 315 4.0
TOTAL 7.92G 100.0

Source: National Housing Corporation, Annual Reports
19S9-80.

The statistics presented show that the site
and services is the most important single housing

programme for the urban low Encome group iIn Kenya.



1.2 STATEMENT OF THE PROBLEM AND SIGNIFICANCE OF THE

STUDY:

It has been shown that the "site and services”

is the Government®s main strategy through which it hopes
to reach the urban low-income majority. fLi.s being
the case, 1t is important that rectors thaT iry be
presently hindering ics effectiveness be identified
and ai»n*r ._.-riate measure j taken. The reckons for adopting
the site and servicrj strategy are reflected in the

various deve 7-opim-nt pl-uis. The two main -—— are:

a. That because public funds are limited, thy
stceid be confined to the acaui,i?r’nn ord
development of land, and prov®"s”™uu of basic
services, so as to reach more people iIn tne

low-inccme groups.

b. That because the conventional cype of housing
unit Is too expensive to be afforded by the
majority of the low income people, site and
services schemes provide the necessary opportunity

to the low income people to obtain homes.

From the above reasons it is clear that the
adoption of the site and services strategy was supposed
to counteract the financial constraintof the Iow1¥;me
groups. This study attempts to assess the extent to

which the Tfinancial conscrainr of the urban low-income






housing has been mitigated by the adoption of the site
and services strategy.- It tries to investigate the
allegation that/site and services schemes are not
benefitting the.intended low-income groups because
the plot allottees are unable to afford the construction
of the buildings and have to sell their plots to the
well-to-do. \
3

A case scudy of the Dandora Sice av.3 Cervices
Project (also known as the DandoraCo-~urxtv Development
Project) u:s been undertaken. The project, vhich is
located e?cveu Kilometres North-East of Nairobi City
Centre (see Map r'o. K ), is the largest site and services
project ever undertaken in Kenya. It was the first of
& planned country-wide World Bank/Kenya Government urban

low-income housing.

Although the study does not aim at alleviating
the situation at Dandora (as this may be already too late™,
it Is hoped that the lessons that may be learnt from
this project can be used in the planning and implementation

of follow-up projects.

1.3 OBJECTIVES OF THE STUDY
This study has five objectives. The first three
covers the study background, while the other two relates

to the case study and conclusions.



To examine the past housing policies and
programmes with a view to high-lighting the
major dimensions of the housing problems and

efforts that have been made to solve them.

To examine che operations cl the majoir housing

finance institutions in KerY. with a view to:

(1) determining their coT.i.r?bution in the

development of urban low-income hc-ising.

(i-0 identifying factors hindering their

effectiveness, and

(ii-d suggesting measures fTor enhancing lheir

operations.

To examine the priority given to "cite and
services" as a strategy for meeting the housing

needs of the urban poor.

To determine the relevancy of the '"self-help”
concept in the development of urban low-income

housing.

To study the Danaora Site and Services Project,

Phase I, with a view to:



©O) describing its main physical, °ocirl d

economic components;

(i1) determining its beneficiaries;

(ii1) 1identifying afforciaoility problems of plots

ai LOtt tns and theair cause..-: and
V
4. = * . - .-
(iv; 0{+-1iws for alleviating
-iflorrlahility problems in lut” rc
sites and services project.,.
1.4 COEMPTIONS:

"Hrs sti.oy is based on two o0?.-Ic assumptions:

a. fnance 1s a critical factr iu urban housing

development.

b. The success of "Site and Servicer.I' as a strategy
for urban low-income housing will depend on
whether or not plot allottees have the fTinance

to construct the buildings.

1.5 SCOPE AND ORGANISATION OF THE STUDY

There are many aspects to the problem of low-
income housing and it would be difficult to deal with all
of them in one study. This study stresses the problem
of finance as a constraint to the implementation of the

Government®s main low-income urban housing programme, the



10

site and services, through a case study of the Dandora

Project Phase 1.

The study 1is organised in six chapters. Chapter
one introducaﬁ tlu study. It presents th " str...ement
of the problem anc significance of the stray, Objectives
of the study, assumptions, researc.n methodology,
limitib ons, scope and organisation of the; study, and

a review cf related ]..tirature.

Chapter presents a historical qfcount of
the overall nat_. nrc-.1 housing policies and programmes
with a wvit’A" to highlighting the major dimensions of
the urban low-income housing policies t -1 prug-ammes. It
arso examines urbanization trends ir. the World and Kenya

in particular and their effect on the .lousing sector.”

Chapter three examines the operations of the
housing finance institutions iIn Kenya. Chapter four
provides the background information :f the case study
while Chapter five assesses the affordability of the

Dandora Project by the allottees.

i
Chapter six 1is the conclusion, presenting the

findings arising from the study and recommendations.

1.6 RESEARCH METHODOLOGY
The Dandora Project Phase 1, consists of three
plot types: Type A, 6SO plots; Type B, 264 plots; and

Type C, 54 plots. Type C plots were sold in the open



market for the purpose of cross-subsidizing Types A

and B plots. ihis means that only 954 plots wore meant
for the low income people, and only these will be
considered in the analysis. For the purpose of a
detailed study a random sample of 96 plots (C5 iIn Type
A, and 27 ir. Type B), representing 10% of vae total

number of p..ots vf Types A and B, w.~re selected by taking

4
every tenth in t=e numerical order. The pioilil
selected are in map No. 4 -

A household questionnaire was ’-scd obtain

such infoxma+ion as plot sales, types 0" *ccopancy,
sources ot finance fTor building construction etc.

(see the questionnaire in appendix

From the file;- and reports of the Bandore
Community Development Project Department (DCDPD) informa-
tion on the various social, economic and physical
components, and the general progress of the project was
obtained. This was supplemented by informal interviews
and discussions with the officials of the various
departments of the Nairobi City Council, particularly

those of the Housing Department.

To get a better grasp of the various housing
issues the existing literature in books, reports,
journals etc. was reviewed. A further source of

information was some informal iInterviews a=! discussions
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-with the various housing finance institutions such as
the National Housing Corporation and the Housing
Finance Company of Kenya. These institutions provided
information on their operations, and their lending

terms and conditions,

One of the major objective:, cf bne study is
to assess the affordability of the Danders pj."jcct ,0
the plot allotcejs. The term r"affordability®™ 1o
normally used tr r-fer to the amount cf monthly income
ar individual household is willing saa is able to pay
for ohelteil -related expend¥rures. |In this particular
study the term ™ill also be used to refer to the financial
capability of flot allottees to construct their osn
houses. Two methods of assessing affordability are
identified.. One involves the determination of the values
of the demand ai.c supply parameters of the affordability
equation as presented in Chapter 5 section 2; The
second method,and the one used in this study, traces
certain indicators of affordability problems such as
slow Wite of housing consolidation and high rate of
population turnover in the project area. Lack of adequate
and reliable information, as explained in Section 1.8,
made it difficult to use the first method, which would hébe

been more direct-
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1.7 . STUDY LIMITATIONS

This study touches on certaln issues that
individual members of the society consider "private and
confidenti?.!"_. This include matters relating to incomes,
savings,expenditures, and property ownership. The
question of property ownership is especially very

sensitive in this country.

People are reluctant to distuss issues related
to their proper i.: in fear that they might lose them.
The fear is partly the result oi trequent threats from
the authoritioes concerne.* that people who may have
obtained their properties flaudulently vouid lose them
if discovered. it Is also partly founded or suspicion
arising from ignorance on the part of property owners
regarding theii property rights. This fear is parti-
cularly rife 1in site and services schemes where the
applicants have a tendency of giving false information

in order to qualify for plot allocation.

In a situation like this, the researcher
is bound to collect false information which when
analysed, would lead to false conclusions. In order
to minimize this problem the researcher is forced to
use a rather iryMtly questionnaire to avoid direct
questions that the respondents would otherwise be

unwilling to answer. The use of a lenghthv questionnaire,
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however, leads to a further problem. The respondent
sometimes become iImpatient and may answer questions
hurriedly without giving them enough though. This 1is

a problem one cannot easily eliminate if direct questions

are to be avoided.

The:-e is another problem related xc the above
two. Even i* twt reagcendciits wojld be lining to give
the correct inlc~-m.io" there is the pioblem c.L lack
of records to which they can refer, families do r>t
normally keep records ci say, exper/i.tue. “"bis problem
together "ith that of the unwillingness ne property owners
to give >nxormatjon complicates th - study. In assessing
the affcrdabilil7 of plot allottees:. the author is forced
to use a less diicct method wherel../ instead of dealing
with the supply and demand equation, certain indicators

of affordability problems are used (see 1.1 and T..2).

Another constraint to this study has been the
frequent changes of supervisors. I have had three

different supervisors at direct times.

Each change of Supervisors inevitably resulted

into some disruption and loss of continuity.

1.S FEVIET” OF RELATED LITEPATUPE
The 1mportance of finance in the development

4
of housing cannot be over-emphasized. Abrams, writing

xn 10041 ih it Cc 6GxVv- t »4ek N T



system a country®s housing programme would be small or
non-existent. He reckoned that in a situation whereby
the gap between shelter cost and income exists, the only
way to acquire a home was by going iInto debt. Putting
it more bluntly, “rams says that even "in the developed
countries with high incomes per capita, the mi-"dl-;-
income earner needed twice as much to afford a modest
house and that even then he may be dead by ‘e f.Jie he

accumulates enough money to meet the wnolc. cost!".

The reason why this is &, Is that whether a
house 1is a low-cost or a h-.gh cos: one, its development
involves large amounts of capital finance (Fur Xe«,a, a
minimum stanaj housing unit iIn an urbc.r area cocted,
on average, :rbs. 44,000 to construct in 1978).5 Hence,
it follows that the existence of credit facilities 1is
of paramount significance in the development of housing

in any country.

Traditionally housing finance 1is highly
institutionalised because of what Jorgensen calls
“"long term nature of the committment and large sums
involved”. Although these institutions, which may be
either government or privately sponsored organisations,
are to be found in many of the developing countries,
Kenya included, these institutions have been said tc"have
such intricate and complex conditions and formalities

that they only help a few rich people: and the low income
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groups of people are deprived of this benefit of

} } 7
external sources of credit and finance".”

In a recent studyg of housing finance agencies
in Nairobi, i1t was found that the terms ant c-.-nditions
of these institutions “end to eliminate the majority
of the urtv-. oopuldation which is povr. V; was noted that

4

the rigidity of convolution?.! *irficice institutions
requiring tiJ deeds to registe:;d property has had a
negative effect on the availability of furus tor the

low income gioups, the majority of wbor. no proper
security. Turther, 1t was -Pound that t*e terms and
regulations laid down ?re not suitable for the low income

groups and that the terms are suitsl u1r to serve the

middle and high income groups.

1.8.1 INTERNATIONAL CONCERN IN HOUSING FINANCE

until recently international financing
organisations have been reluctant to provide credit for
housing development. The argument has been, according
to Christian James,9 that housing is a social invest-
ment cr consumption good rather than a capital good.
This view has been said to have relegated housing
investment to second or third priority iIn economic
development strategies. It was thought that by iInvesting
in basic iIndustries and utilities, economies would be
built which would iIn turn generate enough growth for
housing to-hrive as an industry. To Abrams this order
of thinking-would relegate housing problems tonprevident

and prayer.10
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e Thus until 1961, when the Housing Guaranty
Programme was established, the United States Agency for
International Development (USAID), now one of the major
financiers of low-cost housing In Kenya) ws directed
to agricultural sector.1l In the case of \he World
Bank 1its corouittraent to Housing in Africa started in 19/2
when it made.- credit of <78.3 Ji%jion to 'cnegal\ll2 By
1976 the World ohuk 1aa TicrcdSt'J 1 in\estmerc 1in
housing to $".21.3 million in nine different “moujittieo.

In Kenya, it has financed the First ,".Hai PMoio-ct (the
case stuur, and i1t is to finance the Seed"d and the
Third Ur>/-\ Projects which will be spread to all main
towns. Ocher external sources of housing finance for
Kenya include Commonwealth Eevelop/.ent Corporation (CDC);
European Economic Community (EEC) and the International

Development Agency (IDA).13

Important as they may be, the use of external
funds has i1ts own disadvantages: the accumulation of
outflow of iInterest and capital payments could eventually
impose serious burdens on the balance of payments;
foreign aid is usually accompanied by foreign technology
which is not always consonant with local needs. For
these reasons it is strongly advised that, as far as
possible, finance for housing be raised locally from
private savings. This necessates the establishment ox
pf appropriate avenues of savings such as building

societies and saving and loans associations.



<The great deal of attention now being directed
to the improvement of low-income housing both at the
international level and in many Third World Countries

arises from three, 1iInterrelated considerations:”®

first, Ilousing is one cl those "minimum needs"

"m"hich mus+ oe met to eliminate the worst

The Tiecoud, consideration i>» that housing

involves not only shelter, bvt also access to
jobs, sanitation facilities, security and educat-
ion Thus public decisions which infect the
standard, location, and cost ada. low-income

housing have crucial ramifications for the

whole opportunity structure of the poor. These
considerations have led to a shift in the economic
evaluation of housing: housing is now seen by
many economists as a relatively productive area

for investment.

The Third consideration is the sheer magnitude of
the housing problem in Third World Cities.

Despite growing official concern, housing condi-
tions for the low-income majority in most Third
Vforld Cities are getting worse. This deterf nation
is reflected in the growth of large slums and

squattc* populations eFigures for 1960"s and



early 1970°s for sixty-six major cities in

forty three Third World Countries showed that

in 58% of the cities more than a third of

their inhabitants were slum and squatter
populﬁtion r.: in 30% of the sixty-six c’ties more
than of T"mhelr people were living In slums

or squatter areas.16 The growth ol these
settlements is not only recent but the r>icuation
Xs getting wo*.so as the following statistics
indicate. 7a Lusaka, Zambia the .squatter

popt ia+ior> gr=*w from 20% of the total population
in 1967 *o 46% in J972 and rose up to C6% in 1976.
In Mp.rila, Phillipines, the slum and squatter
population constituted 20% of t°—jJ city copulation
lii 1966 but shot up to 38% i-, 1968 in onlv two
years. In Ankara, Turkey, the slum and squatter
population was 47~ in 1965 but by 1776 the
percentage had increased to 65%. “ No precise
figures are available for Nairobi but a study18
of uncontrolled settlements :n Nairobi undertaken
in 1970 indicates a growing list of such
settlements despite the government®s efforts to
discourage them. As at 1979, 35%”~ of the
Nairobi Population was living in uncontrolled

settlements.

From past experiences by beta developed and
developing countries such poor livir.r conditions are

Known to ce a tureaf to suv.id, rout >mio and political
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stability of countries, hence, the iInternational concern.

A concerted effort by the nations of the world
to mobilize resources for human settlements development
is seem In the resolution 3327 (XX1V) of the United
Nations General Assembly (UNOA) of I~th December 11s74,
which states "inter aHa®" that '"the operative
objective of the Human Settlements Fomoafou n'"\"HHSr)
will be to assist in strengthening national environmental
orogrammes relatj.to human settlements, particularly in
tire developing countries, through provision of seed
capital and the extension of the ."tcessary technical and
financial assistance to permit effective mobilization

of domestic resources for human settlement' 20

In a regional meeting for Africa on Human
Settlements Finance and Management organised by UNHHSF
in collaboration with USAID, UNDP and the International
Union of Local Authorities (IULA), and held in Nairobi
in October 1978, several recommendations with regard to
mobilization of resources for human settlements

development were made. Among these were.

a. That Governments should urge housing finance
institutions to make credit facilities more
easily accessible to borrowers with emphasis to
low-income groups, and the Foundation should

provide technical assistance to achieve t:iis goal.
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b. Statutory bodies such as development banks,
social security schemes and insurance companies
should be encouraged to invest a proportion of
their funds in human settlements projects, either
I
through hosing finance institutirr.c o through
- 21

tocal authorities.

VI
Gespite -vnat can

effort Cj InternotionPx organisation?; tj mobilize resource;

regarded as an increasing

for housing as analysed above, finance for low-income
housing is still i1n "fort supply as indicated oy the

worsening housv a "-ituation in developing cour®ries.

In actempt to counteract further this financial
constraint to low-income housing the Inca. of :"seif-help”
as assumed to apply in "Site and Ser/Ic°s" schemes has
emerged. The proponents of this concept have popularised
it world wide and it has become the main approach of
the major international financial organisations, such
as the World Bank and USAID, to low income housing in the

Third World.

1.8.2. “SITES AND SERVICES":

The term "Site and Services"™ 1s used to describe
various technical standards and degrees of government
financing from a pegged-out site to a fully serviced
extendable house. The terms used to define different

grades of provision in various countries are set-out as

below .22



Lot and Serviced or equipped lot:

The smallest unit of land intended for use
by one or more households. The minimum grade of site
and service 1Is csced-out lot, but usual! t f.>tr>ath
or road acce;s, shared star.d-"~ipes and sor-c ferm of

sanitary fTacilities are provided.

Core Iin.Lt.

The sanitary core provided on a T“jorvios.” lot
which usually .ncb,Jf toilet and sink “~.la may also

include a shov™-i1 v.:iit and litcheneP-t as well.

Core Unit rnd Shelter:

/he serviced 1ot and core together with a

small roofed space which may or may it be walled.

Shell Dwellings:

A serviced lot and core incorporated in a
small roofed and walled dwellirg which is large enough
to subdivide and is designed for this as well as for

extension.

Expandable Dwelling:

A Tully fTinished and serviced snail dwelling

designed for extension.
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The most commonly used initial stages of serviced

plot development in Kenya include:

a. Site with only a manhole connection.

b. Site with toiieL and shower wet-core.

C. Site with toilet, shower and Kkitchen; and

d. Site with toi.let shower Hit.,-.en and one room.23
In all rufc.se cases the occupant S r<ot get

a complete unit, the idea being that the remaining work
can be completed through® self-helV. To quote the

del mat ton adopted by the Ministry of Housing.

"Site <vd services are projects 1iu which ”“esidentia]
plots oi land are provided with basic cervices ...
and allocated to eligible applicants so that they
can, through “self-help® construct permanent
houses —— This type of housing will be allocated
to those households within the.income range of
Kshs. 300 to ihOO per montb."/
The section that follows discusses the concept

of “self-help®™ with a view to evaluating its applicability

in Icv-income urban housing.

1.8.3 "SELF-HELP® HOUSING

The concept of self-help emphasizes the importance
of the general utilization in appropriate projects of
the greatest resource, people. With regard to its

applicability in housing there are two schools of thought.



The first school of thought is that since labour
constitutes a major claim by a contractor, the use of
local residents (human resources®™) could significantly
reduce the cost of providing houses.25 Jorgensen
is in support of <" _.is view when he says that the low-
income croups have '"rne desire and tic skill tc build
houses'™ and ac such all tnat is necefarv is to organise

them i1n self-help groups.26

The other school of thought holes that ths
application of self-help in housing is handicapped due
to the amount of planning and :eganisation required
to achieve arer."n objectives. Further ic hejua tr.at
even where fur .3 -niScd group reflects the feelings of
the people, group partic-.pation would greatly depend
on whether or not it has the resources and the skills

to deal with the project.27

Summarizing the limitations of self-help projects

in urban communities Abrams had the following to say:

"Reliance on industrial workers to learn building
crafts and to find time and energy for building
will generally prove disappointing: reliance on
self-help is misplaced when it is offered as the
solution for the housing problem of cities. It
may consume time and money,rhat could have been
spent usefully elsewhere.”

According to this school of thought, those who

claim that there are savings of 20 to 25% in the use 01
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self-help, do not take into consideration possible
offsets iIn terms of losses of time and efficiency from
the main job, loss of supplementary earnings, supervisory
and administrative costs, deficiency in thQ product

etc.29

»

From + foregoing analvsi§ we can identify two

Q/N

approaches to s&ZJF h-ulp _n hr»us;

a. maximum contribution
b. minimum contribution of labour, jJffort and money
by tho family to produce the building materials,

and to cor struct the house.

a. Maximum Con Iriburion:

There are two rorms of maximum cent:ibutron.
The simplest and most familiar form of this in the world
is the traditional "one family approach”™, test exemplified
by the Eskimos Igloo, the Nomands tent, the African’s,
Asian®s and Latin Americans pole, earth and thatch hut.
The fTamily gathers 1its own materials, shapes and fits
them, and ouilds the house to completion. Money is not
used or needed. Outside skilled labour is not required.
This 1s the traditional house and the building techniques
are passed down from father to son. Usually land and

materials are plentiful.
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The second form of maximum contribution 1is
"group building approach™ which is associated with
villages or farm settlements. Neighbours and friends
help to build the house in return for reciprocal aid
when they build theirs, for example, help =ach other
in gathering materials which might have been depleted
w.irhin vicinity. Money is still, rot usej but human

.l:
interractions ana t”ars”™orc ar”® to the prj;ess.

b. Minimum Contribution
Ar approach beyond the above two examples that
still coVti.rutes maximum contribution would perhaps

become arbitrary; for a variety of reasons a situation

arises whereby:

a. Traditional materials become depleted ;

b. Traditional materials become unsatisfactory to the
family either for sanitation, maintenance,
durability, cost of transport or even for status

reasons.

C. A family migrates or transfers to a new village
or urban complex where i1t cannot readily rely on
the aid of friends and neighbours; its new
neighbour may not know how to build its kind of
house or may not know that they can expect reciproc;
help or even may not like the new family enough

to help it and/or.



d. Certain higher standards in the employment of
materials, in land-use and iIn construction, all

unknown to the family are insisted upon by the

government.

Under the <bow- conditions the fanrlv contributes
minimuir®.y \n thj construction OE u.s hecv;e. It i1s often
forced to rery on p?id worker™ xcr the production oi
materials and ti.eir transport and for the layout and
construction of the house. If the means exther in cash

or trade arc- available che family obtain:z, itj house.

For the families without the r.-ans, a house becomes
difficult to obtain. These families constitute a large
percentage of the population especially in the developing,
urbanizing countries. Self-help becomes even mure
difficult due to confusion about standards and new
building materials used in the urban areas, which are

different from their traditional ones.

ASSUMPTIONS IN SELF-HELP HOUSING THEORY
Ther®d are two assumptions in self-help housing

theory especially in the maximum contribution approach.31

a. The large numbers of needy families are able to
build foundations, walls, roofs, windows, lay
floors, water lines roads etc. that meet the

required technical standards.
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b. That self-help is as efficient a system of house-
building in economic and technical terms as it 1is

in social terms.

Factors thut inthibit the application of self-hel*
as discussed above invalidate these assumpcrons in the
case of an uvj ban community. Abrams “ investigations in
Pogotr rc ornoia, disclosed skillet.” hir°d workers laying
floors, building exteriors ana doing other work for the
occupant on contract. He found tne.where the occupant
was specially skilled himself, he contributed his own
labour but that in general the worker found it better
10 earn his pay at his job and hire the necessary
craftsmen for most of or all the the /or::. This means it

may not be self-help at all.

1.8.4 SUMMARY:

The literature that has been reviewed indicates
that finance is a very crucial fTactor in the implementatio
of urban housing programmes, it has been shown that
whether a house is a low-cost or a kigh-cost one, large
amounts of finance 1is involved and therefore the only way
to own a decent home for most people in urban areas Is

through borrowing.

It has been made clear, however, that the existing
private financing iInstitutions are not designed for and

cannot reach the low-inccme groups. The government has
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not helped the situation either, not only because of
shortage of funds, but also because what funds are
available are disproportionately distributed in favour
of the middle- and high-income groups. Thzs Ileaves
the low-income groups without any source of finance to

develop thei- houses.

v

\
Having to mike f.’l'ive available icr the

low-income housing, governments of the developing
countries, Kenya included, have conceived and adopted the
"self-he]p"” concept as the means by wh+ch they hope to
reach the coor. The concept has been discussed in detail,
and i1t has been shorn that ics application has serious
limitations in urban areas because, among other reasons,
the residents lack the skills and experience in the use

of modern materials and building techniques.
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CHAPTER" 11

2. URBAN HOUSING POLICY IN KRNY.* - A HISTORICAL
PERSPECTIVE
The strut "V for shelter :r an ing

»

world has thrown up amultiplicity of pv <Pie/is and
has generated ? variety of policy responses anong
governments in che developing countries. To this
generaix2ai.icu Kenya if no exception despite-its

apparently low le/tl cf urbanization.

To ha.’j a full appreciation of urban housir®
problems one would need to examine the overall
perspective of urbanization and the i-r _s oi c”ornic,
social atd physical planning alternatives which have
come up iIn the cast. Thus, iIn tracing the history of
housing policy in Kenya an attempt will also he made

to relate housing problems to the broader problem of

urbanization.

2.1 URBANI1ZATION

Urbanization 1is a world-wide phenomenon but it
constitutes a particular force iIn developing countries.
The complex interrelationship between rapid population
growth ; poverty stricken and static rural life and of
rapid urban growth has led Barbara TTard to conclude

that "urban growth in the developing world today is not
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so much a measure of healthy, inevitable processes of
modernization as a pathological acceleration of urban
cell creation which could put whole societies iInto

terminal crisis of social and economic disintegration."l

A clear oisrinction exists between urianiraticn
in developing countries and that whj.b was experienced
in the 19th Century in Europe and North A”cric*.. Meet
of the developed World Cities grew .a rtspouse to the
rev forces of industrialism. As the factory system
grew and railways grew in its wale. large concentrations
of people ani services fT.-r produ.ion aiid distribution
proved economically 1irresistable. They provided
ever large:* economies of scale, ever w_Jer varieties of
employment, and as the ohole society became more
sophisticated a far greater range of tertiary services.
It was iIn this that cities came to be seen as the
essential and successful creators and transmission belts

of the new technological system.

This model is hardly applicable to developing
countries and the position iIs frequently reversed.
In contrast to the 19th Century experience of Europe
and North America, the cities exist ahead of the
industrial system and hence lack the solid base of
manufacturing jobs which gave cities a solid base of
economic life. The rate of population growth in

developing countries is considerably mgner compared
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with the case of new developed countries at an
equivalent stage in their economic growth. An even
faster rate of growth is recorded for the urban
population, and fasten still has been the rate of

increase recorded for the largest cities.

2.2 URBANIZATION IN HiiNYA

Urbanization in Kenya, Iiﬁgn?ER&ﬂﬂ bt N%ﬁ%ﬁ'
Countries is relatively new, which began almost
entirely with ib« advent of colonic] administration.
Except alcr»: the coastal ar”as thive was virtually no
urban settlement before tne consarur-_.tion of the Kenya-
Uganda Railway. The '_always ope.ied-up the country for
commerce, missionary activities and colonJ-.1
administration, which led either to the complete

transformation rf existing centres or to their being

soon over-shadowed by new towns.

While Kenya can still be regarded as rural,
its urban population has been growing rapidly as the
figures for the last three census indicate. In 1962,
a year before Kenya achieved Independence, the population
of the country®s thirty-four towns with over 2,000 \
inhabitants was equal to 7.8% of the total population.
By 1969 this urban population had grown to 9.3%,
and had reached 12% by 1979. The urban population

growth between 1962 and 1969 took place solely among the

CWI. bjiy d m
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indegenous African population, with Asians, Europeans
and Arabs declining iIn numbers. The African population
of the two largest cities In Kenya, Nairobi and Mombasa,
grew at aver;ge rates of 6.5% and 5.1% respectively
between 1948 an”™ 1962, but between 1962 and .".99 these
growth rates lud risen to 11.1% and 7.3% respectively.

The r.vrent overall growth rate is abouc 7% for Nairobi

and 6 .8% for Mombasa, (see Table 2.1;

laee™1 by nrcmsei”.es, these population statistics
?r° not csuse Tor alarm, but the statistics of uvan
population growth translate into problems because
services n-_csing being the most impod".ait “ne. are

nowhere “dequate.

2.3  THE ESTABLI3HMEN1 AND GROWTH OF NA7P">h1

Nairobi 1is a relatively new city. Its origin
can be dated to the year 1899, when the Kenya-Uganda
Railways reached the present cite of Nairobi. The
railway authorities found site suitable (good
climate, fresh water and flat land) as a resting
place before starting work on the most difficult part,
the escarpment, which posed a lot of construction

problems.



37

-The growth of Nairobi began, first, with the
establishment of a railway depot and workshops. Then
later iIn the same year, the railway authorities moved
their railway headquarters from Mombasa to Nairobi,
the latter place "aing centrally located. A short
while later, the Government moved it° Provincial
headquarters from niachakos to Nairobi. which became
the official Capital of Kenya Protectorate it
From there on Nairobi grew quickly af an administrative,
commercial ana ire”spert centre. Table 2.1 presents
population Tfigures for Nairobi fret 1906 to 1979 while

Map No. 2 presents 1its special expansion.

The /j.”Ures presented in the table are a clear
evindence of the high rate at which Nairobi population
has been growing especially between 1962 and 1979.
These rapid population growth rates have not been
marched with housing provision. To deal with the
problem a variety of policy responses have been

gene”, nted.



Table 2.1 Nairobi Growth 1906 - 1979

YEAR EUROPEANS ASIAN AFRICANS TOTAL
1906 552 3,582 7,371 11,51
(4.G%) (31.1%) G1i.%) (1CO%
1926 2,665 9,199 IS 0<s) 29 .1
(2.9%) (30.8%) --30.3%) (100%

1
1936 5f WJ 16,000 i 28,000 49,00"
(11.3%) (31.5%) ] (56.5%) (100%
1944 x0,400 34,300 64.200 x03,90
(31.5%) (54.1%) (100%
1948 10.830 43,749 64,397 118,971
(32.4%) (54.1%) (100%
1962 21,476 36,454 158,865 266,79~
(8 .0%) (32.4%) (59.5%) (99.9%
1S69 19,185 67,189 422,912 509,28
(3.8%) (13.2%) (.3.0%) (100%
1979 850.00

Source: Kenya Population Temple F

Census-Central "Planning and Housing 1in
Nairobi' Massechusetts

Bureau of & Insgjtute of Technology,
n “WoC*"C TO*0O

Statistics.
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2.4 URBAN HOUSING 2~LICIES

There are three periods under which urban housing
policy in Kenya may be discussed: the period before
1945, the 1945-11 13 period,and the perio®. aff-r

independence.

n.4.1 POLICIES IN THT'T te.10D ENDING IE 195

Up to ?bout the end of the Second World War
(Ww 1) African juanizafion in Konya was r with by
both the f-eatr~ crcvermme.it and Local authorities as
essentially a problem of control. Policies involvi-ig
oxpendituier, ”~or housing development during this
period wt .o distinctly secondary tc tr-so Inv*i“ing
restriction over African urban population. This
approach is said to hare arisen from three main

objectives

(a) the desire to use cheap African labour
(b) the desire to segregate African living

quarters from European residential areas and

(c) the desire to ensure a reasonable
standard of public health among the African
population in order to prevent the spread

of iInfections diseases.

Since the colonial government and local authorities

were reluctant to spend public funds on African
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Welfare in towns, the policies adopted to achieve

these objectives involved contradictions.

The officir-1 attitude towards the Urban Africans
at the tine was tImt they were a shifting «.d
"mempcrary population. In 1927, and in cor.sanance with
this attitude, the Feetham Commission recommend®-.- the
iatrovit-ctioa Of:’TEEij-?JM'S in Kenya. Tnis law was
intended to keep ov.c of tov'n unemployed Africans and
to keep them away from areas designed for Zuiopeans.
The law was also used to roeulate labour supplv so as

tc keep down African wages.

The pass-law, the low wages an3 cue bed-space
type of accommodation provided by employers to
Africans made family life in towns very difficult.
Despite these difficulties and in total defiance of
the pass-law the African urban population in Nairobi in
increased rapidly in number over the succeeding years,
rising from 18,000 in 1926 to 28,000 in 1936, and to
64,200 i1n 1944. (see table 2.1). As a result of this
rapid population growth, unauthorized settlements
sprang in the peripheries of the town such as Pangani,
Mombasa, Masikini, Kaburini and Kileleshwa. But
neither the Central Government nor the Local

Authority would tolerate the development of
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these villages, and they had all been demolished by
1938. The residents of the demolished settlements
were expected to move to Pumwani and Shauri Moyo, the

two areas that had now been designated as ‘= fficial”

African Locations. :
w
' v
An<”?»’i. a 3c acre site was Nairobi®s Tirst
site and s-c”ice scuerac which was declared In .923,
"open as the Official African Location to accommodate
all who no«dht be expected to migrate ic **ervbi in the
foreseeaoi .o future."4 It consisted of 27S plots ox
1,500 ic-z allocated at shs. 3/- pc*, annum. Plot

ratio was 50% while minimum strue: erected was

o]
100 ft. = Sanitary facilities were to be communal.

Shauri Moyo was the Nairobi®s Tfirst public
housing estate established in 1938 to accommodate the
residents of the demolished Pangani Village (the largest
African Village then). It consisted of 174 houses

of 4 to 6 rooms rented on room basis.

The demolition of Pangani and other African
Villages, where most of the African Workers had lived
created tremendous problems i1n Nairobi. The Official
African Locations, Fumwani and Shauri Moyo, could not
absorb all the population that had been displaced from

these villages.



Although there was no logical and systematic
method used to assess the magnitude of the problem
it was clear that in all houses where Africans lived
there was overcrowding. For instance, it 1939, in
Pumwani, a night police raid found 492 Africans in
eleven houi-es which were meant to accommodate not more
than 163 peA—onO-f- In the Muutyipal Compound of
Quarry Road Hearing the cvcrcrowcir®ng wts estimated
at between CO and 100 in the same year. *'rvos una
children would be found sleeping or the floor.
Attempt:; were made to evict these wives .nd children
with tho rosuit that employees refused to go to work.
To contain the situation the least line of resistance
had to be taken. The Superintendent of Native Locations
recommended the erection of additional cubicles within
the compounds and a relaxation of the pass law to allow

employees who had served for longer periods, say,

9 months and over, to have their wives in the compound.

One notes that had African workers themselves
not forcefully objected to these conditions, It seems
unlikely that changes to ease the situation would even hav
been contemplated. It is also noted that the
contradictions of urban policy iIn Nairobi were now

becoming clear to observers.

The weakest point iIn the policy structure was

the administration of pass-laws iIntroduced iIn 1927.



There was a reciprocal relationship between responsibility
for housing Africans and control of their entry 1in
towns as had been pointed out by the Feetham Commission

as early as 192T . For effective application of the
»

law, it was necessary that all African emjlu™ees and

their depedents be housed.

Difficulties o: controlling the Nairobi African
population came cu sharply in th? following analysis

by the Native AfP.-> s Officer in 1.938.

"There is a very large number ol natives in
Niivcbi; some employed, some visitors.some
looking for work and seme un i*"_-uranic -oafers—-—
Thwe nousing available for the -ployeu

natives 1is totally inadequa:*- and much of what
exists iIs iIniquitous——————-

By-laws 557/2a and 557d are framed largely to
control the ouemployed native. Under 557/2a,
12,000 natives were convicted ir_ the past five
years—-—————-— At least 70% of tnese are
legitimate visitors who come to see their friends.
No accommodation for these is available, hence
they sleep where they are Vxsiling-—--—- The laws
have become a farce”

With wages low, little African built houses
permitted and only a token public housing programme
undertaken by the Nairobi Municipal Council, 'the stage

was set for a major confrontation between the African

Urban Population and the Colonial Government.

Beginning from 19th July 1939, Kenya experienced

its first major industrial unrest with a sitdown strike
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of workers i1n the public works department, followed

by strikes in the Municipality, other large concerns
and finally on the docks. This was a big threat to
the colonial economy, especially a time he.n Britain
was about to enter tte World War 11. Th? government
was fTorced to ro/iew its housing «.olicy Studies of
social and economic Zc™ditionis prevailing among
Africans iIn “airooi ana Mombasa were conducted. The
findings ana conclusions ~f these studies form id the
basis for n more progressive Africa.". iicy

after the wor.

The studios revealed a sit lotion of completely
Inadequate urban African Housing ind of the wage levels
of the majority of the Africans lying hel.w t>
minimum co;t of living. Following these presentations
the government worked out a new housing policy and
arrived to the conclusions that the ultimate solution
was the provision of adequate and suitable housing

at rents properly related to native income.

The six years that followed was a period of
war and little was done towards the achievement of the
new policy except the beginning of Ziwani Housing Estate
and the Construction of a temporary village of 1,170 3

housing units in 1945.
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2.4.2.- HOUSING POLICY - 1945-1963:

The colonial government®s urban policy in the
T>Te—\PS 1l period which was characterised by control had
resulted tp contr»di ""tions (on the one handjthe
government seemed determined to keep wages low; on the
other head, 1t had for a long time been frying to
keep building standards high, to segregate urbrn
Africans, to e;sure high productivit'”, co control
dissent, and to spend as little as possible on African
amenities, the -aost important one be».ag housing) and
had hence /Zailed to formulate me -mindful housing policy
guidelines for the rapidly growing populition of
Africans in urban ar «s Towards the end of 1930"s
the need fur a new policy was felt. The new policy
focused on a great deal more public rental housing
for Africans. Th"3 implementation of this policy was

delayed until the end of WW 11, in 1945.

Using mainly a grant of £150,000 provided by
the Colonial Development and Welfare Fund, the
Municipal Council of Nairobi was aole to provide a
accommodation for 12,000° Africans between 1945 and
and 1952 . This figure, although impressive, was
hardly sufficient as the increase of African population
over the same period was about 94,000. With this
money drying up in the late 1940°s and the movement of

labour to towns 1increasing, the government was forced to
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reassess the financing basis for providing new housing
estates.

I; 1950, Alderman Earnest VaseyQ was appointed
to make a study vi the problem. He recommended that the
government should encourage African -owned hou&ing rather
than rental schemes. His argument that African-

owned housing would open the door to rro”~hle i-rbau

policy.

In the years following V~oey"s report little was
done except the beginnir”™ of a pj-nt scheme of 2,200“"

housing units at Thika.

While progress in housing construction for
urban Africans was moving slowly, discontent among the
Africans everywhere was rapidly picking-uo momentum,
Culminating iInto the declaration of a state of

emergency on 20tb October 1952.

In the urban areas low wages coupled with poor
and i1nadequate housing were the major grievances. The
officials talked of "the concrete forest" of Nairobi,
implying that the African housing areas were as
important in the organisation of ''subserjive" activities
as were the Aberdares Mountains where fighting was

taking place. J*



Table 2.2 The Output ci Rental Units By N.C.C. Since 1929 By Year, Estates/ Units,
Percentage of Total, Cumulative % and Mean

YEAR ESTATES COMPLETED NO. OF UNITS % OF TOTAL MEAN
1929 - 40 Landlies Rd., Shxuri Moyo 734 4._.15 73
1941 - 50 Ziwani, KaL”~lro, Bondeni,

Barchelor™"r Qu:\t~rs, 0Old Ngara 1,399 7.92 140
1951 - 60 Joseph Kingethe, Goiafcoi,

Bahati, Motela, Pangani, Ofafa

Kunguni, Jevanjee, Maringo 7,750 43 .87 775

New Ngara, Embasai, Senior Staff
Quarters, Ngong Rd. Jerusalem,
Ciledorian Road

1961 - 70 Jericho, Muriakaui, fariokor.

Juja Rd. _Tamhrri . L hc-u,

New Pumwani, Karicbangi, 5,406 30.60 540

Outer Ring Road
1971 - 80 Harambee, Dagoretti, Huruma,

Madaraka, Kariobjngi South 2,379 13.46 238
«

== =° 17,668 100 .

Total mmmmmmmsmmmmmmmmmes

Source: Nairobi City Council.



By 1956 another report on African housing by
the East African Royal Commission”™ was ready. It
recommended the lowering of building standards, the
encouragement of employee - built, as well ;.s African
owned housing for rental, individual fretold title
to plots, r-ore c~tention ir town planni”s and the
framing of a.i overall policy fbrﬁiuban devei ot>ment.
Although the recommendations of this commission were
again not implemented, due to the unwillirgness. of
both the Central Government and Local -.ut’.oritys
to proviie adequate land and finance fe* African housing,

many of ;he elements of a national urban housing

policy that would persist after iInmm" -nskne had been

established. Ir. the meantime the j"ain approach to
African housing continued to be rental. (see Table 2.2)
ft o

2.4.3 HOUSING POLICY AFTER INDEPENDENCE (1963+)
The government®s housing policies after
independence are reflected in the various development

plans and other official documents.

2.4.3.1. DEVELOPMENT PLAN 1964 - 70

At the time of preparation of the 1964-70
Development Plan Kenya’s housing problem had not been
so exhaustively examined as was later to become the
Case. The plan, however, appreciated the growing

magnitude of the problem and stated that there were two
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ways 1in which adequate programme could be provided.
Firstly, that the cost of housing would need to be
reduced substantially, by for instance, local authoritie
setting asi?e areas where houses could be built of

local temporary materials albeit under .ict control

to ensure acceptable standards of health and privacy.

In other words the adoption of a site and services

aporoiv’ The second method was to introduce self-

help housing.

The second, method was recommended as a means
of i1nducing capital from the private sector to notch
government expenditure. It was also thought that
one method ol channelling private s?TlIr.es inLo housing
would be the advent of the housing co-operative.-:

societies.

The original 1964-70 Development Plan was
superceded by a new one for the years 1966-70, in
which the Government®s policy on housing was set out
in more detail. This plan was writeen after the
report by Bloomberg and Abrams of United Nations had

become available and the plan took their findings into

account.
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2.4.3.2. BLOOMBERG/ABRAMS REPORT. 1965

As has already been indicated the new

government inherited a big urban housing shortage.

As the Tirst response to the problem the givc-rnment
invited two U.N. Consultants, Bloomberg Abrams,

to conduct a study of short-and ioilig-terra housing
needs anu to make BQamDmaxT':ikms on housing policies
within the -vauiework of social ;nd economic development.
The report was published iIn May 1965 and .ormei the

basis of a more dynamic approach to housing.

The Mission found that the rvautry was
experiencing a serious housing prtolem particularly
tn 1ts cities. An estimate of the urban housing
requirements in the period 1962-70 was placed a
7,600 housing units per year, merely to keep-up with
the expected increase of urban population. The Mission
noted that approximately 57% of the population of
Nairobi and Mombasa could not afford rents higher than
59/- per month, a rent which was too low even for the

newly built public housing estates.

The most important recommendation, perhpas,
was the establishment of a national housing authority
with more powers and financial resources than the then

Central Housing Board.



2.4.3.3. SESSIONAL PAPER NO. 5 OF 1966

Following the publication of the Bloomberg-
Abrams Report, a more extensive statement of housing
policy was provided in Sessional Paper No. 5 of 1966.
The paper discussed, iutcralia, the issuo of aided
self-help schemes, which were se&m as the pnrnacea for
the housing problem®.- facing a¥* pklan workers. The
paper endorsed - peporrunendation to the ofieoc that a
national housing authority be established to co-ordinate
housing programmes particularly relating to local
p-".choriti *s. At the same tir.e the Ministry ox Housing

was established, a neve which indicated the government®s

determination to deal with the housing problems.

2.4.3.4 . THE NATIONAL HOUSING CORPORATION (NhC)

In 1967, as a result of the U.N. Study
recommendations, the National Housing Corporation was
founded to succeed the defunct Central Housing Board.
Besides administering the Government generated Fund,
the newly established corporation was empowered
to initiate its own fund raising activities to
supplement Government Loans. Whereas the Ministry
of Housing was charged with the responsibility of
formulating major housing policies, the National Housing
Corporation had to operate as the overall executive

agency of Government policies and programmes.
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In 1975 the Government engaged Dr. Robert
Merrill, an International Housing Consultant, to
recommend an organizational and administrative
machinery which would enable the NHC to c-rry out its
sites and service responsibility as spelt out iIn the
Development PIaQ§- Dr. Merill _submitted a report on
which the present NHC reierence”booklet entitled
"Site and Sgtvloc Schemes: Guidelines fox" an

Administrative Procedure,is based.

2.4.3.5 HOUSING RESEARCH AND DEVELOPhTXT UNIT (H-P..D.U.)
ihe unit, established in 1969"._through a

tripartite agreement between the Ministry of Housing,

the National Housing-Corporation and the University

of Nairobi, researches into socio-economic and technical

aspects of housing and Community Development in order to

establish appropriate standards. The Unit receives

its funding from the Ministry of Housing.

2.4.3.6 DEVELOPMENT PLAN 1966/1970

This plan was based on the recommendations of
Bloomberg/Abrams®s Report and those of Sessional Paper
No. 5, 1966. The plan reiterated the government®s
commitment to the policy of providing adequate housing,
and then went further to show hew this policy was to
be accomplished. IT categorised the main aspects cf
the problem among which were rural-urban migration and

the 1inability of a large proportion of the urban



53

population to afford to buy or rent a satisfactory
family house. It was appreciated therefore that there

must be a considerable gap between housing needs and

housing demand.

Having sta+f.d the problem a.\d the constraints
the plan went on ®> outline the strategic approach
**hich would be adoptee to solve some oi Tt
accepted the recommendation of the Moc-mb”~s/Abram®s

Report that a national housing authority be established.

For the first tirx the government outlined its
policy towards the different categories of heusir-~.

These include.’:

(a) Low-ircome rural housing in settlment schemes,
Land Consolidation and irrigation schemes,
where it undertook to give support and
encouragement to this category of housing,
through technical assistance and direction of

the people in raising their housing standards.

b Rural low-income housing, where it acknowledged
that there was little that it could do
directly. The rural community would need to
continue to erect their houses by their own

efforts, mainly with local materials. However
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it hoped that cooperatives and similar
institutions would play a bigger part in
financing improved rural housing, and proposed
that demonstration in building techniques and
materiads ar.l the provision ?f block-d iking
and oth?r equipment would Le extended to all

rural areas.

(©) Another oatogory i.e. low-income urban housing
and slum clearance was to he tackled by
providing rental vnd hom? ooiership schemes,
with emphasis on the latter to retrieve a high
propofcion ot ~wner-occupied houses iIn the towns.
It precluded the possibility of any form of
subsidy, although admitting that the cost of
even the minimal two-room house was beyond the

affordability of the low-income earners.

It stated that, in these circumstances site
and services projects must form a significant part of the
housing programme in urban areas, and proposed that
sites would be provided with roads, piped water and
sew"erage and thereupon let to tenants to build their

own houses under close control and supervision.
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2.4.3.7. DEVELOPMENT PLAN 1970-74

The plan set-out the Government®s views on
housing in much greater detail than the previous ones.
It was +he fgrst *Lr.n to impose a ceilinr o~ the cost
of housing finane .d from the fevelopment ruiid»jf viz:

a fTigure cftf K£?.?00, and detailed four different cost-
bracket-3 of housing, the +wo lowes+ of which were to

speciftically sire ar.i service schemes, (.see table 2.3)

Agair., it acknowledged tha.t re"y little could
be done by direct financing to assist the ruila.l arer-s
and that any assistance could only be in the iGr.n of
advice anc technical assistance. A prririsioa »as made
however, from the small amount of ? nut £300>000 .er
year to advance loans to individuals 10 edhstfuct

conventional houses iIn "he rural areas.

2.4.3.8 DEVELOPMENT PLAN 1974778

This plan pursued the same objectives as
elaborated in the previous pians. The amount of
finance that was projected was, however, iftdreased
from £14 million to £33ra., as the Government™
appreciated that the housing situation iIn Kenya was
deteriorating rapidly, due to the considerable
back-log in providing housing in the necessary numbers
combined with an alarming increase in rural-urban

migration.



Table 2.3 Ij lustrative Distibution of NHC Financing of Urban Housing up to KC1200/Unit by

Locate and Cost.Brakets - Ye?r 1970/71

AERAGE  NAIRGBI MCMBASA NAKURU KISUWJ
cosT
HOUSE* NO QOST NO  GOST NO  Qo&H"

200+* 1,163 232,600 395 79,000 124 21,80) 77
450 1,115 5%,800 377/ 169,600 120 54,000 75
70 286 214,000 B 74,000 M 23,20 20

1,050 1 1,110,100 53 55,600 17 sen  :i

Ibtals 2,718 1,110,100 923 38,200 22 no, boo 183

* Cost Blackets are: KE 0 - 249, 250-569, 600 - 89, £00 - 1200.

~ Site and Service Sdares.

15,400

33,800

15,000

11,800

HDORFT KITALE

. t
Costs | n KK

NUKA*® URBAN TOIALS
TOMS

NO J COST NO QOST NO COST NO GOST no CcosT
]

83 16,60c 1 12 2,400

D HB,0CT 11 4,90

20 15,cxx 3 2,20

n e 2 2,100

96 19,200 70 14,000 2,020 401,000
A 42,300 68 30,600 1,940 873,0cn
24 18,000 18 13,000 0% 375,07

13 13,600 9 9,400 270 283,500

sen 1M P, AC 28 11,600 27 B,100 16 6/,500 4, 7:w LIH, 5X

Source: 1970-74 Development Plan, ocower<jr/mf: Printer, Kenya, 1970.



57

In an effort to provide the cheapest housing
to the greatest number, the Government insisted on
adhering to a>;ost ceiling of £1200 per unit, despite
the fact that at the w»-ire the plan was being drawn up,

the oil crisis rra general world inflation was making

it impossible to build any form of complete conventional

house for this figure
4

2.4.3.9 DEVELOP*ANT PLAN 1979-83

lhe 1P7s-03 Development Plan coes not offer
any new po."”~cies or programmes. Z\ merely underlines
the policies and programmes of u.”ie previous plan,
notably those aspect®™ regarding squattei opgrading,
promotion it the sites and services str~Tegy, ana Tne

advancement of the housing iInterests of the disadvantaged

urban worker.

2.5 SUMMARY :

This chapter has traced the history of urban
housing policy in Kenya since the early years of
urbanization. It has been shown low the contradictions
of the early urban housing policy resulted to the
failure either to control the African urban population Xx
or to provide adequate urban housing. These contradi”™-
tions became clear towards the end of WW 11 and new
policy changes were introduced that xocused on more public

rental schemes.
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It was not easy, however, to satisfy the
enormous housing need existing at the time through
public rental housing schemes, though we reckon a
great deal of effort between 1945 to 1963. In 1950,
Vasey recommgndei African-owned housing as a means
to create a sr.able African urban population. It
was re.-n as a rtans to fasten the production of housing
since ’“c”ividujl sav™n”s would be attracted. This
policy was, however, not implemented until after
independence Since neither the Central government nor
the Local Authorities were billing to set aside adequate

land and finance for this purpose.*

*Jy the time of independence there was a big
housing shortage existing in all the main towns
of Kenya. The fTirst response of the government was to
invite two United Nations Housing Consultants, Bloomberj.
and Abrams, to carry out a study of the social and
economic aspects of the housing problem and to advice
on appropriate national housing policy. Their report,
which became available by the end of 1965, recommended
the setting-up of a national housing authority with
more powers than the then Central Rousing Board. The
new authority was expected to give priority to the
low-income housing since this had been neglected by the

private institutions.



At the same time 1t was recommended that
the site and services should form one of the main

urban housing programmes. In the subsequent

Development Plan- +he site and services pror“mme has

been given more red more priority. Other housing

?pproaches adooted include rental,tenant purchase,

UDgra-iing schemes and mortgage schemes.
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CHAPTT™ 3

3. HOUSING FINANCE INSTITUTIONS IN KENYA
Housing Finance institutions in Kenya are of

two categories; those which are publicly owned and

those which are private (Figure 3). This Chapter

describe”™ the ope:acions of these institutions.

3.1 PHULIC HOUSING FINANCE IIT.TITUTIONS

The public sector®s involvement in che mousing
field 1i1s suostanfial <'nl growing. Its relevance for
the private ir.ortgw 1 finance institutions is equally
important In tliat government is directly supporting
Housing Finance Company of penya (LI/il<) and Savings
and Loans Kenya Limited (S & L) which funds for medium

and high-test housing.

3.1.1 MINISTRY OF WORXS AND HOUSING (MOKH)

This is the Ministry responsible for the
formulation of the overall national housing policy.
It is also charged with the vital fTunction of collecting
data on such variables as iIncome, construction costs,
rent levels etc. and translating these ir.to housing
programmes. These programmes in turn spell out the need
for new construction by house types and geographical
location and estimate the capital requirements for

each TfTive- year plan period.

It would be expected that the Government®s housing
finance would be concentrated on the low income housing

since this Is where the greatest shortage is to be
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efound unfortunately, as tables 3.1 and 3.2 indicate,

this 1Is not so.

TABLE 3.1 PLANNED DISTRIBUTION OF FUNDS FOR URBAN

HOUL IN[G (1974-78) INTO COST CATFFARTES

COST CATEGORY UNITS PLANNED FINANCE REQUIRED [

ShS/ZUNIT
NO. 0O/ % OF MIL1LION % OF
UNTVS TOTAL SiI*S. < TOTAL
6,000 1, 350 64.7 372 2.3
15,000 Q-390 10.3 148 9.2
24,000 6,570 6.9 158 9.8
: 45,000 13,840 14.5 622 r-3.6
| 90,000 3,460 3.6 212 19.4
TOTAL 95,620 100 1612 100
Source: Development Plan 1974/78

TABLE 3.2 PLANNED DISTRIBUTION OF RJ/TS FOR URBAN

HOUSING (1979/83) INTO COST CATEGORIES

COST CATEGORY UNITS PLANNED FINANCE REQUIRED
(SHS)/PLOT
NO. OF % OF MILLION % OF
UNITS TOTAL SHS. TOTAL
Average 23,000 47,326 69.6 31 24.8
Average over
23,000 20,684 30.4 94 75.2
TOTAL 68,010 100 125 100
Source: Raelc-i.cerct riar. VIt
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Expressing the Government®s housing policy
in numbers of units shows concentration on the low-cost
sector. The picture changes, however, radically when
the programme is expressed in terms of housing finance.
When assuming l10” -income housing to mean housing costing
Kshs. 13,000 ci less, Table 3.1 shows that . numbers
these houses form 75% of the 1974-75 planned total,
out orly 32% of the trcal finance c¢s allocated for this
type of housing, Db"ner the cost limit is pushed up
nigher and all house? costing up r,J Kshs. 24,000 are
regarded as houses for low-income people, then 81% of
the total numcer fall in this category, but again unly
12%, 1.e. less than half of the finance 1is made

available for this category of houses.

Detailed figures for 1979/83 are not available
but as Table 3.2 shows aoout 70% of the *Oth planned
number of units are in the low-cost but less than one
quarter of the available funds are allocated for these

houses.

The statistics presented from the two
Development Plans exhibit a disprcoortionate distribution
of available funds between housing for low-income

population and that of the high-income.

The MOWH®"s involvement in Tfinancing of housing
can be direct or indirect direct participation by the

Ministry consists Of institutional housing, pool
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housing and Government Sponsored home-ownership.

The Ministry developes, and manages institutional housing
estates for Civil Servants working iIn institutions such
as Police, the Army, Hospitals, Schools etc. It also
finances, developes and manages pool rent.il housing
estates for Civil Servants not housed j” institutional
housirg co;tioned above, and particulariy those in remote
areas where otar-i rli_ernative .éAes of accommodation

is not avalr™. The Government also provides through
the MOWH bridging finance for the construction of
mortgage houses for Civil Servants while loan facilities
pys provided by the Housing Finance Company of Kenya

and other Financial rnstitutions. Tfe objective 1is

to reduce to a minimum +he responsibility of providing
pool housing for Civil Servants while at the same time

encouraging home-ownership.

Planned expenditures for Institutional
housing, pool housing and Government Sponsored home-
ownership, Tfor the period 1978/83 are, K£12,520,G00,

KE2,300,000 and K£2,450,010, consecutively.1

Most of the funds allocated to the MOWH are
spent through the NHC and Local Authorites, and this
constitutes the indirect participation of the

Ministry.
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3.1.2 _  THE NATIONAL MOUSING CORPORATION (MIC)

The National Housing Corporation is the
Government®s main executing agency of housing policies
and programmes. The following are the functions of

the NHC: as outlined in the 1970-74 De elooment Plan.

a, Acts as an agency for:transmitch:g loans from
MOWH T.n IjOC™-ni AUUKP'i; for the deTciopment
c.C cnot nousing In towns and individuals
in the rural areas for the development of

housing on their farms and iIn oherr homa areas

b. Provides Technical Assistance in the form of
designing, tendering, and supervising
construction for those Local Authorities
inadequately staffed with the necessary

Technical Personnel.

C. Developes and manages housing estates either
in order to supplement the capacities of the
Local Authorities concerned or meet the demand
for houses in areas where Local Authorities
are not able to initiate and/or manage housing

estates themselves.

Supports and encourages the development of
housing research through the Housing Research
and Development Unit (URDU) at the Univ~reivy

of Nairobi.
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Undertakes to stimulate greater participation
by the Private Sector by developing mortgage
housing estates with mortgage loans being
provided by H.F.C.K. In this xr*y it acts as
an estate developer for mortgage housing
schemes whsob are designed to meet the demand

J>r housing in the midFIe income groups of

the yO0773 vciou.

This latter part of NHC"s actwity has turned

income schemes (e.g. Kyuna Estate) which

.—~hould nud v-au be catered for by the Private Sector.

In carrying out the stat cd functions the

NHC has had the following problems.

When a Local Authority applies for a loan

and submits plans for a housing scheme, the
finance, though available, and recommended by
NHC, may not be sanctioned by the Ministry

of Local Government if the particular
authority 1is in arrears with other loans
unrelated to housing. Thus a situation arises
where on the one hand the money cannot be
spent and the houses, planned and needed,
cannot be built. At the same time the Local
Authority cannot get the source from which it
could generate revenue to repay its other
committments which® then tends to" perpetuate

the situation.
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D* . Loan sanction may be given by the Ministry of
Local Government but the NHC cannot approve
a loan because the plans or the accounts of the
Council are not in order. This i« said to be
the more typical case. NHC may dr tide to go
ahe-"d or 1t- cm and make the uev. scheme a
direct NHC responsibility under the auspices
of the X3 A”mi-i1.-*rtion . How/ er
toro ic a. approach that the NHC is re".uctr.ij=
to take because it makes its. adr_jmist® ative tasks

complicated.

An effective syscem to cope .vith these situations
has not yet bo™n found and it causes large amounts of

public funds to lie dormant for long periods.

The terms on which NHC finances housing for
Local Authorities represent a subsidy. Firstly,
advance for development funds are made at a rate lower
than the market rate. Secondly, land for site and
services schemes, although being charged with annual
rent, is allocated free of “stand premium”. Loans
are normally provided at*6.5% interest repayable over

20 years for tenant-purchase, and 40 years for rental.

In light of the considerable profits allottees
of public housing reap It is no surprise that Local

Autorities take advantage of this situation and charge
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mere than what they themselves are charged by NHC.

IT subsidies are gi /Zen intentionally for the benefit

of low iIncome groups, the purpose is defeated i1f Local
Authorities absorb those benefits themselves. Furthermore,
the Governm%nt t policy iIs not to .subsidise ~Dusing,

but tc use all T -nds allocated for this purpose to

build as many units as possible.

3.1.3 LOCAL 4UTHCRYTIES :

The main icjce ci finance for housing
developmcrt vy ro*d Loca*. Authorities is tne NHC. Only
a few of ther. namely, Nairobi and Mombasa, are able
to substant&ally supplement the NBC iuuds from their
own resources. Local Authorities develop rs; .al,

tenant purchase, staff housing and .-ite and service

schemes.

3.1.4 INTERNATIONAL HOUSING FINANCE AGENCIES

The International Housing Finance Agencies
operating iIn Kenya include the United States Agency
for International Development (U.S.A_1.D.), through
the Housing Guaranty Programme, the World Bank,
through the International Bank for Reconstruction and
Development (1.3.R.D.), and the International Development
Association (1.D.A.). The World Bank has provided part
of the fTinance for the First, Second and Third Urban
Projects, covering all the major towns iIn Kenya. The
Dandora Project was the first of this Countrywide,

low-income housing programme, by the World Dank and the
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Kenya Government. The programme consists of site and

services and upgrading schemes.

Other International Organisations operating in
Kenya include tno Commonwealth Developmeu*® Corporation
»
(CDC), the Netherlands Government and the European

Development Fund (E.D.F.) of the European Economic

Community (E.E .C.).

Finances fr au these organisations are cnannelled
through the Miui«ir® of F:nance to the Ministry of
Housing. The *"i:.i.>try of Housing then channels the

funds to the Local Authorities through the NHC.

DC FICIVATE HOUSING FINANCE INST: ITTIONS

Funds for housing in the Private Sector come

from three sources:

a. Financial Institutions
1c Employers, and
C. Private individuals who, iIn some cases form

themselves i1nto Companies or Cooperatives.
t
The Financial Institutions engaged in mortgage
lending are either registered under the Banking Act,
the Companies Act or the Building Society Act. Whereas
Commercial Banks do a very limited business in housing

finance (provide bridging finance) some instituti™r®
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registered under the Company Act lend solely for housing.
Only two 1institutions, the East African Building
Society (EABS) and the Pioneer Bulding Society (PBS) are
registered under the Building Society Act, and are

by defination non-profit institutions. Agailn others
combine housing finance with other tvpes cf finance.
Under this latter category are the insurance Companies.
Characteristic for all these Institutions 1iIs cn”™t they
have been doing well over the last ere uni a "aif
decades and appear to be continuing with their success,

following is r Inscription of the major private housing

finance iIr.-titutions,

3.2.1. HOPSPIG rTNAWCE COMPANY OF KENYA(HICK)

Tb? Company was incorporated in Kenya in 1965
as a partnersi?ip between the Government and Commonwealth
Development Corporation (C.D.C.) which took over the
assets of the First Permanent (E.A.) Limited and Kenya
Building Society Limited. First Permanent (E.A.)
entered the Kenya Scene in 1950 and Kenya Building
Society in 1949. Both Institutions lent mainly to
expatriates and landed in severe rlifficulties when,
after the Lancaster House Conference in February 1960,
it became clear that Kenya was on its way to independence.
This caused a "run” on deposits and property prices
tumbled to the extent that many good loans turned
bad. Both institutions borrowed heavily from the C.D.C.
to weather the storm so much so that they were

eventually absorbed by it.
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HFCK has shown 1its capability to successfully
place large amounts of funds in new housing development.
In terms of total amount of mortgage loans outstanding
(Kshs. 387 million in 1978)f H.F.C.K. 1is the largest
institution of its kind, with its funds ux \nly from

C.D.C. and the Kenyan Government.

-

The largest project finduced by H.F.C.K. is the
Buruburu HocRiug Estate, consisting of 3.000 housing
units. H.F.C.K. offers loans of up to 90? =£ ";he cost
of the house (see terms of lending jn ,rabi.- T.3). It

is represented in Mombasa and Nakuru.*

3.2.2. SAVING*S AND LOANS KENYA LIFTED (S & L)

This is one of the Oldes- housing finance
institutions in Kenya and i1ts history is characterized
by ups and downs. Before independence, it was doing
very well, but during the slump in 1960 - 1964 it was
taken over by Pearl Insurance Company which decided
to get its invested money out of the Company. Although
it was at that time, the largest of its kind, it
virtually stopped lending and deliberately scaled down

its operations.

In 1976 S & L was taken over by Kenya Commercial
Bank which revived it as its mortgage outlet, but as
a separate Company. A total of Shs. 32.8 million was
used for granting 140 new mortgages in 1978 of which

o]
33 were for new and 52 for existing properties.0 S & L



TABLE 3.3 TERMS OF LENDING OF PRIVATE HOUSING FINANCE INSTITUTIONS
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prefers to lend to private developers for medium cost
housing and is only represented in Nairobi. The

largest single housing project financed by the S & L
is the Doonholm Housing Estate Phase 1, Consisting of

368 housing units.

i
1

3.2.3 EAST AEBTCAN BUILDING SOCIETY (C.a .B.S.)
|

The L."i.o.r". was :he i institution 10 be

J
registered _,nd,r the Building Society Act (GSA®" . It

is required to be a non-profit institute »n and to make
revenue ard expenditure items public in much greater
detail than is required of the Finance Companies. On
the other nand it is comp-1led to "c-@ substantial

reserver and not to be c property developer.

E.A_.B.S. 1is unique in that it survived, the
pre-independence slump through support from its members
and by a permission by the Registrar General
to suspend with the regulations regarding reserves and

dividends for an year until it was back to its feet.

E.A.B.S. has had a remarkable rate of growth with
assets totalling more than Kshs. 300 million in 1978.
This achievement should be seen in the light that E_A.B.S.
has not had the sponshorship of the Government and CDC
as in the case of IIFCK nor of a large Commercial Bank

as iIn the case of S & L.
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E.A.B.s 1is mainly associated with the higher
cost housing in spite of the fact that through AKIBA
it has fTinanced large numbers of middle income housing
both in Nairobi and Mombasa. In 1978 a total of
Kshs. 74.7 million "Ws used for granting 252 new mortgagee
cfF which 82 were iov new and 170 for existing houses.5

Loans are rarely granted for more bar. of cost

The other institution which r** recently registered
under the Building Society Act is the Pioneer Building
Society (FBS™-. Its first project In Nairobi, che
Pioneer Housing Estate, next to Outer Ring Housing
Estate, 1is under construction. The P.B.S. esters for

medium-income housing category.

3.2.4. THE CO-OPERATIVE BANK OF KENYA

The Co-operative Bank of Kenya has very recently
(1978) registered a Finance Company iIn order to offer
Mortgage loans to its clients who are all Co-operative

Socio ties.

The bank found that those who utilize the normal
banking loans for construction purposes are hard put
to repay iIn five years. Furthermore, the bank felt
that a number of credit unions (also registered as
Co-operatives) were primarily aimed at helping
members raise funds for housing and should be assisted
in this effort. The new Company has not started lending

yet, tut prospects should be good.



3.2.5. KENYA COMMERCIAL BANK

Kenya Commercial Bank is singled out among
Commercial Banks because i1t has recently launched a
special loan scheme for farmers” housing. The 1idea
was to encourage housing in rural areas by providing
a loan of up to Kshs. 70,000/- at 9.3% interest over
seven year:-"" The loan can only be given on the basis
of a first charge ana ihe borro@%r must have contributed
25% of the cos*. with b monthly Icpaymeot of
Kshs. 1,1*14/— for maximum loans, plus inspection and
Insurance charges, this becomes a heav'- committment for
most farmers. Hence, these loans are n... popular in

spite of Lvch publicity.

3.2.6 TERMS ANO CONDITIONS FOR [I.PANS AND DEPOSITS
There is a certain amount of uniformity among
the three main iInstitutions with regard to terms and
conditions for leans and deposits. The institutions
advance between 60-90% of the cost or value (which ever
is less) of a house to which there is a clear title
(see Table 3.3). IT the property is leasehold the
lease should run at least 10-15 years after the loans
have been paid off. Normally loans have a maturity of

15-20 years.

The maximum loan is now shs, 500,000 and this
is given only 1if the borrower®s present income would
Jjustify such a committment iIn terms of his/her ability7

to repay. The rule cf thumb iIn the business is that the
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monthly payment (redemption plus interest) should not
exceed 25% of the borrowers monthly income. In some

cases the wife"s i1income will be taken iInto account,

but not normally by more than 50%.

3.2.7 EMPLOYERS"™ FUSING FINANCE

A a.imber =of the larger employers iIn industry
and agricultuie iml-e consider—lr}icontribution'. to staff
housing. Tic total sum invested in this way Iis
difficult to ascertain but it most often take? the form
of the purchase of existing or cons traction of new
houses for Company ownership. The drawback to this
important supply of dwelling units is the loss to the

occupant of bis house when he leaves his employment.

The current development plan emphasizes
encouragement to employers” efforts to provide more

housing. This can be done in three ways:

a. Allowing employers the right to subtract housing

contributions from their taxable income.

b. Employers to assist workers in organizing housing
Cooperatives to construct and manage workers®

housing.

C. Assist staff with housing finance by offering a

guarantee for a "-eortgnge lean from financial

institutions.*



3.2.8. HOUSING CO-OPERATIVES

-This is one of the more informal ways of raising
finance for housing but, so far, underutilized. In
post-independent Kenya emphasis has been on agricultural
cooperatives which have received the lions share of
technical assist; _ce through the Ministry of Cooperatives.
Very little attention has been paid, until very
recently, to Housing Cooperative cecities. The major
problems vith n~-operatives Iis poor ad™.*-"Vcratiou
ard other irregularities. It has b;’sn Suggested that
in order lo holn the housing societies to overcome the
prevailing problems a technical nevvice organisation
would need to be established to insist with land

acquisation, design, tendering, maintenance and

administrater.i. "

The Co-operative Bank is well suited to provide
long-term finance for these societies especially if the
proposed plan to place N.S.S.F funds with it becomes a
reality.3 The latter would become the source of

long-term deposits for the bank.

3.2.9. HOUSING COMPANIES

This is another informal way of raising money N
for housing. This form of organisation is prevalent )
in many squatter settlements e.g. Mathare Valley. Of
more recent date is the Civil Servants Housing Company

which 1is building low and medium cost housing for its

mcalucrs In many pax*co Of. wat j



Other less formalised organisations include
housing groups which have been formed iIn the Dandora
Project. Each member of the group saves say Shs. 100/-

per month and the lump sum given to each member in turn.

3.3. CONSTRAINTO ON 11.C EXPANSION OF HOUSING FINANCE

Tb"is section examines some of tle limitation:." to

the expansion of N flow of funds iIn'™" housing.

3.3.1 SUPPLY CONSTRAINTS

One of the constraints on the supply of deposits
in the absence of institutions which will not only accept
the saver®s money but also give hrr./i.er a reasonable
prospect (nhot promise) of obtaining a loan for a house,
whether public.v or privately built. In Kenya, the N_K.C.
and Local Authorities give loans to individuals, but do
not accept their deposits. Housing Finance institutions
accept anvoody s Mvin”s but will only give loans to a
selected few - not of the lower iIncome groups and not
unless there 1? a registered title and then, only on a
first mortgage. Furthermore neither of these institutions

are spatially well represented.

The lousing Co-operatives it they are given the
proper support may be the best suited avenue for reaching®
the lower income groups. This however, raises the
questions of secondary lending. T."e Cooperatives may
have access to long terra finance from the cooperative
tank Hut there is need to assure t“ e Cooperative Tan. of

sources of long terra deposits. tullv  tre
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use of N.S.S.F. funds for this purpose will soon be

a reality.

Another constraint on the supply side is the
low interest rates offered on deposits by mortgage
finance institutions here in Kenya. It would be expected
that i1f chere is a shortage of sn<*. deposits, a higher
interest on the saving? should be oii™cd. Conversely
if there .s always a queue for loans a night*- interest
rate on mortgage loans should be asked. This would

spur additionri savings from small savers.

Unfortunately private sector mortgage finance
is a very consoivatj-c industry in Kenya. Lending
rates have teen kept at the 10-12?; level for a long time
in spite of demonstrated returns of housing Investments
in the order of 25% - 30%. Corresponding to the
relatively low lending rates, institutions have not
been able to offer more than 6% - 8% on deposits.
Some non-housing finance companies such as the Credit
Finance Corporation (CFC) have done fTar better by
offering as much as 11% on time deposits and lending

9
at 18%.

The high profitability in housing investment
should call for an expanded involvement, at commercial
terms, since here lies a potentia "y "wvery large market
not only for borrowers but also for savers as well.

IT the existing institutions are r luctant to enter this
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no.rket, the public sector should take the initiative
and promote "finance company type" institutions which
borrow and lend at much higher interest rates and are
prepared to take more risk. Finally, on this point,
given the recurns on housing investments clearly being
demonstrated in Kenya there i1s no reason why the public

sector should lend ar subsidized rateO of interest.

It has he™n argued that most publi,1lv v 4eu
rer.r™i units, snouia be sold in order to generate more
housing funds.TO '"'—is argument 1is pas-id on the
observation that a lot of funds are wasted on excessive
maintenance ccsts, partly because ishants are not as
careful as owner:- and partly because of maintenance
operations being extremely inefficient, +tuch funac
could be reinvested in new housing. It is also most
likely that funcs tied un in rental schemes could be
freed at a much taster rate, because occupants are
likely to accept a higher monthly payment if they

were building equny rather than paying rent.

3.3.2. DEMAND CONSTRAINTS

On the demand side, there are two major constraints
connected with finance, namely income and repayment
terms. Expenditure fTor housing is related to income.
In Kenya, as iIn most countries, a rough 2C?0 - ol
present income 1Is used when judging a person eligible
for a loan., future 1income is v rely included, thouj!

half the income of the spouse is sometimes #Included in
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the Income creteria.

A progressive repayment rate could be introduced
to enhance the elligibility of the low-income people.
This system , also as a low start or variable
payment mortgage, tias been tried successfully in Israel
and in some Scandinavian Countries nd is now being
started iIn U.S. The public sector 1is possiely the
most obvious to introduce such a syst-m. The ITaJrobi
City Council has in fact decided to introduce this
system on an experimental basis iIn tie Second U”ban
Project. The success of this syscom should be monitored

and evaluated lor adoption in future low Income projects.

Progressive repayr.c-nt systems all”™w the sax3
borrower to take a larger loan (build a bette: house)
or make the sav2 typ*1l of house affordable by a lower
income group. This approach could be a major
contribution to get away from the traditional dilema of
having to constantly reduce standards (costs) in order
to make the housing units affordable by the income group

for whom they were intended.

3.4 SUMMARY

This chapter has examined the housing finance
institutional framework in Kenya. _It has been noted
that the private and public sector have almost an equally

large share of the market for housing finance. It was
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further found that there 1i1s a big disparity in the
allocation of the available resources for housing

between the low-income and the high-income housing.

i
The private =sinstitutions (some of wilier obtain

funds from the public pirse) dire :t almost all tneir
ler ;S to I odium- and high; income groups. The
I1.L.C. is emecton tc give prio;Yty to lo-..-cost

t

housing but i1ts wivir-i ?s have *u"T.cc I. to hi_,b income

schemes soon as Kyuna Estate in Nairoii.

The train constraints on the expansion n\ housing
finance acre analysed. On the supply side, the absence
of institutions which will not onl’- accept the saver®s
money, but also give him./-er a reasonable prospect of
obtaining a loan for a house was identified. It was then
noted that, given proper support, housing Co-operatives
may be the best suited for reaching the lower income
groups. Another major constraint on the supply siae
identified was the low interest rates offered by

financing institutions on deposits.

On the demand side i1t was found tuat the current
income criteria for assessing afforda-nili v _.as ion in
L. . criteria. It _as suggested, tnat future
increases in income especially from subletting should
be taken into account. Further it was recomnendeu that

a progressive repayment sy tea shoulc be introduced {>
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in future low-income projects. This approach would help
us to get away from the classical dilema of having

to constantly reduce standards (costs) to make housing

units affordable to low income groups.

There iz no use advocating housing for low Income
groups, 1if they are effectively excluded on the grounds
of income, repayment tvrms, housing fti“~dnrds, sec,lirv
etc. Thougn seme of these prerequisite may be rell
intenticrcu they tend to work against those most iIn

reed of housing.
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CHAPTER 4

74, PANDORA COMMUNITY DEVELOPMENT PROJECT:
BACKGROUND INFORMATION

This chapter presents background information
of the case study. It outlines the history of the
project and its objectives, and describes ths principle

physical, social, financial and rdrrdnistrative components

ex the project :
41 THE HISTORY OF THE PANDORA PROJECT

The History of Dandora Comr .nity D-.vc. opment
Project can be traced back to the year In thac
year thv, Pcirobj City Council (N.C.C.) set up a study
group, the Nairobi Urban Study Grove (NUSG) to prepare
a comprehensive development plan that will guide the
future growth of Nairobi City, and to identify develop-
ment projects likely to attract international capital.
One of the group®s major recommendations whs the
designation of eastern Nairobi for low and middle income

residential development.™**"

At the time of this study the International
Bank of Reconstruction (IBRD), an agency of the World Bank,
had began shifting its financing priorities 10 urban
infrastructure and housing. The N.C.C. took this
opportunity and entered into a lending agreement in
March 1971. It was iIn this context the largest site

and services project in Kenya, the lar.ciora Community
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Development Project, was formulated.

At this time also the national housing policy-
makers were developing interest in the idea of the
site and services approach as a means to house lew-
income corners. One- third of the hV._tior>;l
Housing Corporation®s “zv-Cczt had been ai *coated xo site

and services >_._*ogramme for the plan parXfod 1970 <«

Prefeasib: lity work of the randora project,
based on the finding? and recomme.:actions of the NUSG,
and carried out by N.C.C., was completed iIn March 1972.
The prefeasibi iL+ty work resulted in an *Interim
Urbanization Project”™ which called for development of a
Community of €0,000 people to be located at or.a of

several sites in the City"s eastern area.

The general location of Dandora Project had thus
been defined by 1972. Preparation work for the project
started in January 1973 and continued upto May 1974.

The project appraisal report was prepared between June
1974 and May 1975. Actual project implementation of the
first phase, consisting of 1029 plots, began immediately,
and was completed in November 1976. This Ffirst phase
was expected to accommodate a population of between
6,000 and 10,000 residents. The plots were handed

over to allottees iIn November 1976.
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Plate No.1l: The Dandora Housing Estate -
Phase one.

Plate Vo.2 - The Administrative Centre of the
Dardora Preject.



4.2.  GOALS AND OBJECTIVES OF THIF PANDORA PRO-TLCT

The 1979 preliminary population census figures
place the population of Nairobi at about 850.000. This
figure may now be approaching one million and it is
estimated that by the turn of the conturv #he Tfigure
may rise t: about 3 million, representing an annual
growth rate rf -bout 7%':1‘- AbOV(I) 10,000° new dwelling
units are required annually to the exist.-ng and
future hous ing demand in Nairobi through 1 . rbout
40% of Nairobi households have ar average 7?acome of
less thir 7shs. 500/- per month, and itr aim of Dan«n-ra
Project w\s to meet the housing needs for households
earning incomes in this lower category through the
site and services strategy.

The site and services principler is based on
the hypothesis of Turner®s incremental cor-nunity
development, wherein such development takes place
largely under the control of builder Ieasee.n The
hypothesis postulates that in housing all activities
connected with building and maintaining a dwelling can

be divided into two sets.

The provision of physical infrastructure, such as
roads, sewers; water etc. forms the first set. This
set of activities, according to this hypothesis, 1is
best carried out by a centralised organisation on a

"one shot"1 instant development basis. The other set of
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activities includes such tasks as the building and
maintainance of individual dwellings, tasks which are
said to be best performed by decentralized, autonomous,
small-scale, units on a progressive basis.
1

Th 1s the distinguishing feature of the site and
services approach is that it sec*ks to divide the two
sets of activities so as to minimize public capital
investment and to maximize on the concribvtxoii of the
individual participants. Hence the fellew" £ principle

of site and services approach.

"Publicly sponsored subdivisions providing
building lots acd (generally minimal) serviges

or utilities for i1ow-inccne owner-builders”

Based on the defination and principle of site and

services the following objectives of the Dandora

Project were specified.

a. To provide access to land and security of tenure
on a long-term basis primarily for residential
use, with supporting community facilities includinj

schools and clinics.

b. To control speculation and profit-making at the

expense of the low-income sector.

C. To stimulate employment opportunity and

industrial activities in the organisation of local



residents associations as Tor credit, purchasing,
equipment, training of special skills,

management, legal assistance and marketing

outlets.
|

1. To provide a framework within which residents can
develop their own associations to administer

the development of housing units®™ and utility

networks.

e. To preide coirimm:,.~tions .ad utilities channels
which will stimulate transportation routes, and
i?,vestment in residential, industrial *nd
commercial activities, both within and near new

= = (1] g
communities’™.

The objectives were to be achieve** by the

following means.

a. "Acquisation and preparation of 107000 plots
to serve as sites for 20,000 rooms (10,000
housing units of 2 rooms each), to accommodate
an estimated low-income population of at least

60,000.

b. Formation of a financial institution specialising
in loans for materials and equipment to the

builder-leasee, providing incremental’s
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investment housing on plots. This institution
could also construct some of the dwelling units

itself and rent them to qualified occupiers

and7

Provision of manufacturing facilities - both

plcint and equipment in cace of the larger

~acilities -

Foui major characteristics cf the housing

components were specified as follows:

,>11 services other than those pertaining to
the preparation of the plo*e will be provided
by the n*.C.C. as part of 1its regular responsibi-
lity and will not be charged to the project.
This means that the costs of health Tfacilities,
circumferential roads (other than those needed
for the direct implementation of the project),
educational and social fTacilities will be borne
by the N.C.C budget and only partly covered by
charges and taxes paid by the inhabitants of the

10,000 plots;

The built form, while circumscribed by the nature
of the materials and equipment provided, will
be left to the discretion of the builder -

leasee subject to regulations pertaining to
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safety and sanitation. Design and production

assistance will be necessary to ensure sound

investment by the individual;

The financial institution will be quasi-private
body with powers of eviction, transfer of

titae, loan moratoria and renewal. The

financial ins+itution will pro«®,re building
materials "._.ouipment necessary to construct the
housing unit. It will then mak® lrans-in-kind

in the form of material and possibly equipment
(at an interest rate calculated to cover 1.s.
administrative expenses) to the builder-leasee.
Tnese loans will be repaid ovor a period of upto
kE years. The fTinancial institution will also
act as agent for the N.C.C. for purposes of
collecting the plot rent. This will facilitate
payment by the builder-leasee and reduction

of administrative expenses;

The tied loans will be granted in amounts
sufficient to enable the construction of a two
room dwelling on the plot. The builder-leasee
will construct the housing unit, perhaps In
cooperation with other such individual®s local
residents associations. At least one of the
rooms built will be occupied by the builder-

leasee while one of the rooms could be rented
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to another qualified occupant. The responsibi-
lities for payment of the loan and fo”™ payment
for water, sewerage and refuse disposal and

other chargeable services will rest with

builder-leasee.

(

*
T!? recjnmendatiox:? o? gr— Interim Urbanisation

project as ar.al*"0?” in the T-ir*rToing section wp’c
subject to -l:a.iges ana further refinement beicre
implementat .van. These changes and refine jeuts ate

reflected in the section that follovs

4.3 PROJECT®S ADMTUISTRATJVE, SOC. in FINANCIAL AND
PHYSICAL QOMPONENTS OF THE I _.-\MXBA PROJECT
The main components of the Dandora Project were
guided by the defination of site and services, and

the main goals and objectives of the project as outlined

above.

4.3.1 ADMINISTRATIVE COMPONENT:

The authority charged with the responsibilit]j
of implementing the Dandora Project was established in
1975. This Authority, known as the Dandoia Community
Development Department (DCDD) was to be responsible
for overseeing all administrative and coordinative

tasks of the project.
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A committee, known as the Dandora Community
Development Project Committee (DCDPC) comprising of
the N.C.C. Town Clerk (Secretary), Representatives
of the Ministry of Finance and Planning, Ministry of
Local Government Ministry of Housing and Social
Services. National housing Corporat.cn and tuo
Provincial Commissioner of Nairobi, was established
as the piojec”™s policy making body. Ar*a rhe
responsibililies of the Committee ee CNoldination
of D.C.D.D. V/jfn other organisations and agencies

involved in the project. The DCDO comprised of several

sections as TfTollows:

Managerial TfTiction

Tnls section was in charge of the overall
activities of the DCDD and was to ensure other sections
conducted their specified tasks. It consisted of the
Project Manager, Deputy Froject Manager and the Project

Attorney.

Technical Section:

The work of this section was to supervise
detailed planning, engineering and preparation of
tender documents for site iInfrastructure, wet cores and
community Tacilities; ensure proper supervision cf
construction, and provide technical staff with specific

building skills on-site to show allottees how to
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perform technical skills. The section consisted of the

Project Engineer, Architect/Planner, Architect, Services

Engineer, and Surveyor.

Financial Section

~his section, consisting of ohe Financd.ij.

Accountant /Anamyst and Accountant h? 1 th° following

tasks:

To keep all project accounts involving expenditure

relcced to the project,

To develop an accounting and maDc-gemcri svctin

To p re quarterly financial reports a<d
annuel project accounts audited by an indepedent

auditor and,

To operate and administer the material loan

fund.13

Community levelcnment Section

The tasks of this section were;

a. "To publicise the project
b. To solicit and process applications for the

residential plots
C. To orient and train allottees prior to the
occupation of the plots

d. To work with H11'" +u-~

ohase."1"
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4.3.2. PHYSICAL COMPONENT

The selection cf site for Dandora Project was
based upon the recommendations of the NUSG and those
of the Worlp Bank Appraisal Report.15 The NUSG
proposed a“"legation within easy access to existing
and planned employment centres The World Yank Aopr??s?I
Report "-as more specific: the location ox che site
was e<_-"ed to areas east of the Outer Ring Road

to Thika Road in +ne _sorth and to Ngong River in the

SCuth.

The s.ce that was ultimately selected wae located
ij- kilometies North-East of the Nairobi City Centre
(see map no. 1). .eThe site strac"da riage which
is bounced on the North and East sides by the Nairobi
River, fTlowing in ar Easterly direction within a deep
natural valley. Located within this valley are several
quarries, some whose working have been abandoned. The
quarries have been partially filled with surface and
ground water from the Nairobi River (which has flowing
water throughout the year). The slopes adjacent to
the river are very steep and reduce the easily buildable

area. (See Map. No. 3).

Along the Southern boundary of the site extends
a seasonally dry watercourse. located in a shallow

wide profiled valley. This stream joins with the



fHE D A NDORA PROJETCT STRUCTURAL



Nairobi River iIn the Eastern Corner of the site.

The soil of the site is predominantly black
0

cotton, “-g No. < shows plots with deep Zzlack cotton
soils).

The Physic?1 Plcc of th€ ProjecH ( " t 3)

i-3 topography of the sjre dictated the land-
u’se plan with a Central. bpiirt.- 11 .—-rtecl on the 1°jj of the
ridge. TV. ctine consists of communal and resi.denfJ.il
land use to which other residential areas are app3nded.
Thus, the “Tentral Spine™ concept s tat: organising
principle rsed to guide the physical panning of Dandora.

The layout is r modj iie™ uevsion of the "gridiron™ Ilayout

(see map no. 4"-.

Three basic principles for the pi~sical planning

of Dandora were specified:

a. "Development of Physical Standards which enab®e

the target population to meet the cost.

b. Development of site layout to minimize public
liaad and infrastructure per area served and

to maximize individual responsibilities.

C. To develop layout which could provide for

flexibility iIn the overall site planning.”g"€
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LAND-USE :

The total gross area of the Dandora Project

is 218.2 hectares distributed as follows:

Gross 218.2 ha.
Unusable Area 32.7 ha
Development Area 185.5 ha. 0%
f.esid-nliai Area fcS.d La. 43%
Circulation Area i 5 ha. 24%
Community fTacilities 51.9 ha. 28%

following are d™’cripticns of the main physic

components ol the project. (see map n*. 3)

Residential Plots

The project provides about 6,000 residential

plots, each wiih individual water and sewer connection

and related basic services and infrastructure,
including roads, security lighting and refuse collection.
The plots vary in size from 100 metre squared to 160,

and are leased for a period of 50 years. The gross 1

density of the project is 32 plots per hectare and the

net density is approximately 45 plots per hectare

\
Plot occupancy rate is assumed to be 10 people per plot,

giving a gross residential population density of 320

people per hectre.
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LAND-USE :

The total gross area of the Dandora Project

is 218.2 hectares distributed as follows:

Gross Area 215. S ha.
Unusable Are:-. 22.7 ha.
Development Area : 185 5 Y- 100%
Residential srea i 89.8 ila- 43%
CJi"Zu “stion Area 44 .3 la. 24*
Community Facilities 51.9 ha. 28%

Following are description®; of tae main physi

components of the ytojec- . (see map no. 3).

Residential Plots

The project provides about 6,000 residential
plots each with individual water and sewer connection
and related basic services and infrastructure,
including roads, security lighting and refuse collection.
The plots vary in size from 100 metre squared to 160,
and are leased for a period of 50 years. The gross
density of the project is 32 plots per hectare and the
net density is approximately 45 plots per hectare
Plot occupancy rate is assumed to be 10 people per plot.
giving a gross residential population density of 320

people per hectre.
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Plot Types:

In attempt to accommodate different income levels
within the low-income sector three options of "wet core"

and shelter units were provided in the Dandora Project.

Option : Consisting of 3.90° plots (65v0 oi total
Project®™ 1in three diriernnt oizes -
100 , 120 m2 and 1*0 r: Kaon 1is

provided with has.c services in the "wet

core"™ and participants are offered a

construction maic ~ials loan of Kshs.

5,360/- for developing their shelter.

Option B: Consists of 1,SCO plots (.30%) it three
different sizes - ICO mg, 120 m2 and
140 m2 . Each plot 1is provided with a
Kitchen and a store in addition to the
"wet core" outlined in option A. The
amount of materials loan offered to

plot allottees 1is Kshs. 2,880/-.

Option C: Consists of 332 plots (5%), all 160 m
in area. Each plot is provided with a
wet core, a store, a kitchen and one
room. No materials loan is provided

to plot owners.
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At the time of drawing the plans the total
development costs of the plots were estimated as

follows:

Option A: between Kshs. 11,000 - 12,000
Option ?: between Kshs. 12,000 - 13,000

Option C: auout Kshs. *6,500/-

Community rt.cilities
Thio consists of 6 primary schools r health
centres, c""o multi-purpose community ct-.tr’s with day

care fTacilities, one sports complex ~nd 400 market stalls?"

Infrast-ucturee

This consists of water, roads, surface water

drainage, sewerage and electricity.

Off-Site Road System:

The principal means of access to the site
is via Old Komo Rock Road, which runs East-West and
forms the Southern boundary along half the length of
the site. Three access roads from the site are

provided to connect to this highway.

PHASING OF THE PROJECT

The project 1is developed in two phases.
Phase 1 (the author®"s case study) consists of 1,029

residential plots, with 690 type A, 264 type B, o04type



Plate No.3: The Dandora Health Centre.

Plate No.4: A Primary School in the Phase one '"r the
Dandora Project.



Plate No. 5: The wetcore - kitchen, toilet mmd shower
- provided to the builder allottee of
type E plot.

Plate No.6: A complete house a. Type P pl« t using
type plan ? shown in figure 2.
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and 21 plots for special purposes; 3 community facilities
plots, one primary school, and 2 markets. Plots in this

phase were handed over to their allottees in November 1S76.

Phase Il consists of 4,971 plots, with 3,180 type A,
1536 type B, 246 type C, and various community facilities.
Construction of cure project was anticipated to start by
the end of 1976 and ready for occupar oy by th-. middle of
1979. There , brev~rr, problems related to planning ano
design whi»,h r.-edod to he sorted out Tfirst .a.-i work ou

N] b
project did nor begin until April 10"/,

4.3.3. r COANCIfIL OPPONENT

The Pandora Project estimated at Kshs. 200m.
(US$ 30m), is a joint ver -are of ’be C-ovcrmment of henya
(DS$ 14 million), IBRD ($8 million) IDA v$8 mj.il:c...;. 2"
Cost estimates for the various ccnponenc” of the project
are given in table 4.1 acd table 4.2 Foreign exchange

. 21
costs are estimated at 26%.

LOANS TO PLOT ALLUTTEES

The DCBT section operates a materials loan scheme.
Cash loans are made for the value of the materials In
that portion of the house already constructed. The rate
of interest for loans (material ana plot) is 8.5%.
Type A plots have i loan repayment period of 30 years and

type B plots 20 years. \Y

All loans are repayable in equal monthly instalments
(i.e. by way of annuity) consisting of principal and
interest. Loan repayment is due at the end of each month,

1Lom - Cvaii o in which the p**t Is made avaiinu ie

for possession.
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TABLE 4.1

CATEGORY

LOCAL

1. Site Preparation 109
2. On-Site Infrastr-

ucture 803

3. Ccmnunity
facilities 295

4 —Core Units 1,146
5. Materials

ljoen Fund 1,145
6. Trunk Infra-

structure 1,461
7. Technical

Assistance 466
8. Subtotals 5,425
9. Contingencies:

Physical (7-9%

of base cost) 364

Price (32% of

row 7 & 9 1,972

Total 7,761
Source:

PROTECT (TOST ESTIMATES AND ALLOCATION TO BENEFICIARIES

COS? ESTIMATES

KSH. "0C0
| FOREIGN TOTAL

a 118
2G8 >i07J
98 393
382 1,528
? 145
702 2,163
A77 943

1,936 7,361

223 587

623 2 595
2.7<2 3.0,543

IBRD Appraisal Report 607 a-XL.

LOCAL

p nen

824
3,209

3,205

~092

16,189

1,019

5,522
21,731

us .yooo

FOTEIGN TCTACH

4

750

275
1,070

1,965

1,335

5,423

624

1,744
7,799

352
3,000

1,099
4,279

3,205
6,057
2,640
20,612
1,643

7,266
29,521

% OF TOTAL
PROJECT
O0STS

1.0

14.4

5.3
20.6

15.4

29.2

13.5
100.0

COST ALLOCATION (%)

NAIROBI C m COUNCIL

USER COMMUNITY  RECOVERED
FEES, RATE  FACILITIES FRO?" ICRS
1 8 a1
44 G 50

100 0 0

0 0 100
f

0 0 100

100 0 0

87 6 7

65 5 ar30__

\
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TABLE 4.2

PANDORA PROJECT - PHASE 1 COST PER SQ. METER OR PER

UNIT (TOTAL AREA 127820 m2; TOTAL UNITS 1038, INCLUDING
5 UNSERVICED PLOTS)

COMPONENT TOTAL O0OST ~ QOST PER M2
KE OR UNIT KSF
1. SITE PREPARATION
a. Cleurine- and rradinc 2,014 0.47
b. Lot Demercation (uOSn i _/ics TO.COO 192.6V
1o« ON-SITE IMRaf1f UdtIRE r i
a. Primary Roaa Surface drainage 64 ,Cwy 10.S0
b. Secondary Foads & Surface Drainage 36,750 5.75
c. Sewerage Reciculation 66,398 10.38
d. Water Reticulation 1033) units 15,465 299.41 p.u
e. Street lighting 15,609 2.44
f. Refuse collection 15,927 2.49
3. CORE UNITS ’ t-
®® a. Wet core (Type A, 704 units) 16s,u84 4775.11 p-:
b. Gtae-rocm Unit (Type B, 273) 136,461 9997.14 p.1i
c. Two-room Unit (Type C 56) 40,808 14574.28 "'

4. TRUNK INFRASTRUCTURE

a. Design snd Engineering 11,664 1.82
b. Construction 58,323 9.12
5. PROJECT ADMINISTRATION 114,688 17.94
6. OMSEITY FACILITIES (1 Primary School) 72,600 11.35
TOTAL 834,885 120.60

Source: The Pandora Project Department.
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m Repayment of material loans commences 18 months
after the date of the Tirst instalment of the plot loan
is due, during which period the construction of the
plot is to be completed. The iInterest rate accrued
during toe constiiction period on any material loan
borrowed is capitalised, and the eotal interest is
tep/.ya™le by type B plot holder over 18j years. Type
A piol-rcsde.rs have a five year grace ~."riod on principal
only. After 18 menthe they will pay iInterest only for
3i years or an* material loans borrowed on which
interest is accrued. On the expiry >F the 3£ year
grace period, payment for interest and principal
commences and continues for 25 years. pattern of

cost allocation, including cost recovery for allottees

is outlined in table 4.1.

Conditions of Lease Agreement:
The lease agreement specifies four conditions -

the plot holder shall;

a. "Undertake construct:on of dwelling according
to the minimum standards laid down by the DCDD,
within 18 months of signing the lease. The
materials used for the construction iIs either to
be ones own or obtained under the material

loan scheme.

b. Pay all charges promptly and in general conform

to all lease agreements.
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c* . Sublet rooms only on conditions specified by
the project administration and make the

identity of tenant known to it prior to

subletting.

d. Notify the administration of intention to leave
1in project and conform to tne project rules

r«
and regular -cns regard smhe transfer

4.3.4 SOCIAL COMPONENT: APPLICATION ANI/ SELFCTICN OF
OF PLOT ALLOTI1EES

Applications for plots in the Dondora Project
no
were invited in 1976." A total :f 20,948 application
forms were sold-out at Ksb. 20/- each. Of this 16,018

were completed and returned to the Project Department.

Out of the returned applications 9,308 were
short-listed for balloting, and ultimately 5,384
qualified for the plots. The remaining type C plots

(616 in number) were to be sold at market value.

The fTollowing creteria were applied in eliminating

applicants.

a. Income being below Ksh. 280/- p.m. and income

being above Kshs. 650/-.
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b. . Having residential property in Nairobi.

c* being head of family and family not living
with applicant in Nairobi.

1
d. Hav.ing to supporting documents.

e. Application forms being mere than one from the

same applicant.

T. incomplete and illegible application forms and

application r.ot on an official iotw.

House Type PI

lhe Dandora Project provides a range of
alternateolot layouts, thus giving ,h° aiict+tees
choice If plan type. The house type plans which are
prepared by the Technical Section of the Project are
shown in figure 2. Cn average, five rooms can be

constructed on each plot.

Each stage of house constriction is monitored
and a progress report maintained by a building inspector
the main stages which are monitored and iInspected are:
setting-up of the rooms, foundation trenc.ies and walls,
ground floor slab, external and internal walls, wall
plates, roof structure and finishings and fittings.

The 1i1ntended purpose of monitoring and inspecting

the house construction are three: to ensure the
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construction 1is based upon the building specifications
and meet the general standards of building and planning
practice; to ensure the allottee seeks material

loans in tae stage that the DCDD specified, 1.e. at
completion of each stage and lastly; to ensure that

the “minimum® number of roorrc are completed within

the 18 month period.

4.4. SUMLIRY-

lie bis+orv of the Dandora. Project dates back
in 1970, Then the Nairobi Urban Study Group (Nush)
recommended the eastern Nairobi or lo»v-and medium-income
housing. Taking advantage of a T.orld Lank loan. >.Io
Nairobi Cj*r Council (NCC) undertook tr develop
6,000 site and services plots, 11 kilometres North-
East of Nairobi. The Tfirst phase of the project,

consisting of 1" *9 plots started iIn 19/5.

The topography of the area dictated the land-
use play of the whole project with a Central Spine
located on the ridge. The layout is a modified version

of the "gridiron” Ilayout.

The main objective of the project was to provide-

with basic services such as access roac»s, water ,
sewers etc. and to allocate them to individuals in the
low-income groups, who would then construct the

buildings and live there.



Three types of plots, A, B and C were available.
Type C plots were sold at market value in order to
subsidize Types A and B plotholders. Types A and B
were allocated to people earning Incomes between
Shs, 280 and "Siis. G50 p.m. They consecutively and

ere pro/ided with a materials lor..: of Shs. d"J60 and

Shs. 2,PSG were °xpscted to complete the construction

of. »t Jov.s?t two rooms, vithin 18 mcrtho.

Several ho’.£.x-uype plans were provided to allow
families to select -i.at was most suitable for them.
It was expected that the allottees would sublet some of th
rooms In order to enhance their affordability. So, the
plans provided were made iIn such a way to aalcw

multi —Ffairi ly occupation.
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CHAPTER 5

-affordability of the pandora project

Accessibility of urban housing projects to low-
income population depends on whether or not the projects
are affordable. The Yiorld Bank Ap ;raisa? Reports
define affo:dability as follows: ™A certain level of
urban services is affordable to low income beneficiary
household if toe amount of monthly income that a Louse-
ho*d filing and is able to pay for shelter-related
expenditures is sufficient to cover the monthly costs
of providing these services."1 Ibcprsfscd in symbols

it would be as follows:-

Let K = proportion of monthlj* income th-.t
households should be able to spend on housing. A
project®s housing unit with services level S and monthly
costs CS iIs thus estimated to be affordable down to
the nth percentile of the income distribution with

monthly income Yn if the following holds:2

The concept of affordability of urban housing

projects is iImportant for two reasons:

a. One 1is that the projects be replicable i1.e. that the]
can be repeated by the country with little or
no subsidy involved. (The Dandora Project Phase |1
was supposed to be the forerunner of a cnnntry-wld.e
World Bank/Kenya Government low-income housing

programme).



b. The second, and perhaps more important, reason

is that urban housing projects should be accessible

to a certain portion of the low-income population

(In the Dandora case those earning between

Kshs. 280-650/- p.m.).

|
5 ] ME inODS QV ASSESSING AIEGIa.aBILI

!
There axe xwv methods o"-rmlrble for asse/>iag

affordability:

The first method i1nvolves the deccxmxnation of the

values of the demand (X, Y) and .7 ppxy (©)

parameters of rhe affordability equation

presented above.

The second method traces certain indicators of

affordability problems, and the possible reasons

for them.

The first method would have been the more direct

one for assessing affordability but there is lack of

adequate information with regard to expenditure patterns,

incomes and costs (see limitations iIn chapter 1).

Adopting the second method two creteria have been used

to assess the affordability of the Dandora Project,

as follows:-
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a* rate and quality of housing consolidation,

b. rate of population turnover.

5.2 HOUSING CONSOLIDATION:

The speed and quality of housing consolidation
can be severely affected by affordability problems. One
must be careful hefg because site r.ad services piejects
are designed to encourage step-by-step development
which 1is oonsj.stent with the particiravir.~ 1C’CC«iolds”
income stream. However, 1if the spaed, of development is
so slow that households are actually in a worse position
o"tvironmen tilly after entering tt.? project than before
(for instance, living i= temporary shelters or in
partially developed k uses), then it is a sign of

unaffordab ility.

Figure 3 1s a graph showing rates of Types
A and B plot occupation and consolidation from
November 1976 to December 1981. The separation of plots
into the two basic types, A and B, is useful in the
identification of the variables affecting housing
consolidation. The third type of plots, Type C, was
sold in the open market for the purpose of cross-
subsidizing the cost of preparing A and B. Thus, T>pe X
C was not meant for the low-income people and, therefore,

it will not be considered iIn this analysis.

The total number of Types A and B plots is 934.

The olots were handed over to the allottees on



113

20th November 1976, and the allottees were supposed

to construct a minimum of two rooms, iIn the case of

Type A plots, and 1 room in the case of Type B plots,
within a period of 18 months. The deadline for

completing the minimum number of rooms is marked by a

broken 1line in the graph.

It is nuced that by the end o? 1™ montu”™ since
the taking ci possession by allotteec a I,,.rgc number
of plots (417) had not been developed to the required
minimum number of rooms and some others (189) had not had
any improver lent at all. This situation is demonstrated

in the graph and presented in detarls in Table 5.1

TABLE 5.1 J.MTLDING PERFORMANCE, BY PLOT TYPE/
MAY 1973 (1Co% SAMPLE)

LEVEL OF DEVELOPMENT A B TOTAL
OF PLOTS NO. . % NO. % NO. %
Minimum Rooms Complete 360 52 177 67 537 56
Minimum Rooms Started 165 24 63 24 228 24
Construction not started 165 24 24 9 189 2C
TOTAL 690 1CO 264 100 954 10C

Source:x D.C.D.D.

Only slightly mere than half of the Type A plots
(i.e. 52%) had the the required minimum number of

rooms complete by the dealine, hay 1979.
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The rate of completion for Type B plots was higher (67%),
but the overall completion rate was determined by

Type A plots, which were the more numerous. The Table
shows that the overall rate of completion was again

only slightly h?_,;her than half of tne tot*™*! number

of plots i1.e. 5".. Thus 44% of the plot"” r.ad failed

to nieet the dealine and 20% had not: had *ny Imjr<>vement
at all.

Table 5.2 *3 similar to TcMe 5.1 and shows the

building performance one year after the deadline. It
shows
TABLE 5.2 BUILDING PFRFORMANCE BY Pi r iTPI JUNE 1979

(ONE YEAR AFTER THE DEI1/bINLj 100% SAMPLE

Source: D.C.D.D.

that S2.9" of the total number of plots had the required
minimum level of construction complete. 17.1% of the
plots did not have the required minimum I%yel of
development and 7.5% (i.e. 72 plots) had yet to have

any construction work started on them.
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No data are available for 1980, but the possible trend is

indicated in the graph. Table 5.3 presents the building
performance by December 1981 (5 years since the allottees

took possession), when the author undertook his own

survey. 13.5% o: the plots had not reached the required
»

minimum Jevel of ievelopment and 4.1% had y«t to have

construction work commenced.

TArsr-c BUILDING PF.<fORMANCE, BV PJ/~ TYPE, DECEMBER

1981 5 iIRS SINCE THE TAKING OF POSSESSION
BY ALT JI fhilS) (10% SAMPLE;

LEVEL OF DEVFL~;PNCNT A B TOTAL

ON PLOTS NO. % NO. ® NO. %
= Mxnumum .ijoms Complete 58 84.1 25 97.6 83 36.5
eMinimum ’cooms started 7 io.:. - 7.4 9 9 \

Construction not startec 4 5.8 0 0 4 4.1

TOTAL 69 100 27 100 96 1CC
Source: Field Survey.

The statistics presented above indicate a

lower rate of housing consolidation than tnat had been
envisaged by the designers of the Dendora Project. The

variables affecting the rate of consolidation are

analysed below.
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5.2.1 VARIABLES AFFECTING HOUSING CONSOLIDATION

5.2.1.1 PLOT TYPE

e Figure 4 is a graph showing the rates of
occupation, temporary shelter construction, building
activity and house construction, tor Tyoes A and B Plots,

recorded over the TFfirr.t four months. Each curve

t
a furoticu of the relevant activ4ity rs a percentage of

is

the total number of plots. The -Ii;:unctions have been

put togethc-’ 1- order that the interrelationj and
differences between them iuay be grasped easily. The
graph shews that the rate of house ecoupatiou of Type A
io much slcvor than that of Type B. ThJo is

explained uy the existence of a kitchen on Type B plots
which permitted immediate occupation oy allottees. Detail

of rates of occupation by type of plots, in March 197/,

are presented iIn Table 5.4.

TABLE 5.4: PLOT OCCUPATION, MARCH 1977

PLOT TYPE OCCUPIED UNOCCUPIED TOTAL
A \O 172 518 690
o 250 75% 100%
5 \o. 150 84 264
" 68% 320 100%
0
TOTAL No. 352 602 o2
" 370 63% 100%
0

Cour e: Quarter* Report ol D.CD.u April 1977> -
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It is noted that the rate of occupany of Type
A plots is almost identical to the rate of construction
of temporary shelters. The explanation to this is that
the Type A plotholders could not take occupation except
it they were pr< "are- to live in temporary shelters, as

the jnly accommo iliuion provided was a toi.?.et end a shower.

A close relationship between tlrk construction
of temporary structures and building- activity on Type A
plots i1s also i1dentified and presented in details iIn
Table 5.6. It is shown that the race of building activity
Cc> Type A oiots was higher (10%) let plots with

temporary shelters than for those vithouc (67).

TABLE 5.5 ACTIVITY IT RELATION TO TEMPORARY
SHELTERS (SHOWN IN PROPORTION uT TOTAL PLOTS),
MARCH 1977

PICT  BUILDING  BUILDESG NO BUILDING  TOTAL
TYPE  ACTIVITY  ACTIVITY X&?ﬂ:ﬁ"@'ﬁr ACTIVITY OR

WITH WITHOUT T/SHELTER
T/SHELTER T/SHELTER /SHELTER
A No. <9 42 90 489 690
T 10% 6% 13% 71% 10C%
B No 6 4 6 183 264
% 2% 24% 2% 72% ICCTo
Wﬁi—No- 7 106 9% 677 954
% % 11% 10% 71% 100% i

Source: Quateriy Report oC D.c-.D.?., “P-— 1 if//.
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temporary shelters
.PLOT OCCUPATION
............... BUILDING ACTIVI TY(eg materials on site

-BUILDING CONSTRUCTION

SOF TYPE A AND B PLOT OCCUPATION AND CONSOLIDATION
I0OF Tn manTH 1 0 7 7
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The temporary structure in this case facilitated
building activity by providing the necessary accommodation
for the builder-allottee during the period of
construction just as it was the case with the one room
(kitchen) provided in Type B plots. While this may be
seen as an advc.i.tage, the construction of temporary
stru*tures may nave had a negative effect on the overall
rate of housing consolidcr icr; in the., it reduced the
limited fund™* tuat may have been availrllo “or the
construction of permanent structures. inis effect is
also indicated i1” Table 5.5. It is shown that 90 plots,
representing 57% of the Type A Viots with temporary

shelters, djd not have cay build? eg activity at all.

Cle«x\x-Type B plot-holders had advantage over

Type A pici'-holders as the former did not need to invest
money on temporary structures whose average cost was

V
estimated at 6Z7/- at the tune.

Those who did not construct temporary shelters
would need to live elsewhere and most probably pay a rent
of which at the time averaged shs. 120/- p-m. for
the type of accommodation that was available (e.g.
Mathare Valley) fTor this class of people, in addition to

transport costs to and from the construction site.

The purpose of providing two types of plots, A
and B, was to make the project affordable to two income

levels of the low income population. Type A, witn a
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a lower level of services (toilet and shower), and whose

plot charges averaged shs. 76/- was supposed to be

cheaper and therefore meant for that group of people

whose incomes fTell between shs. 280-460 p.m. Type B,

with a higher level of services (toilet, shower and

one room) was meant Tor a higher income group i.e. those

earning between shs. 460-650/- p.m.., and whose put

charges averaged shs. 1 p-m.., because it Wuil thought,

to be the norc costly.

This position seems to have reversed with Type
A plots becoming less affordable than Type B plots as

demonstrated in Table 5.6.

TAELE 5.6 Co- T rn-m "-RTSONS BET*TEA TYPE5 A AND B
r: fis (1977)

AWR ACF. COSTS TO PLOTIIOLDERS SHS/P_M.

RENT TOTAL
PLOT TYPE plot
CHARGES COSTS
A 76 120 196
B | 148 - 145

Source: D.C.D.D.

The project designers concentrated on development
charges and ignored other important costs to the
participating F5H¥ 88 Without any accommodation

, . TVre A plotholder had to spend
provided on the site, -F P P

u 19n/ 5 per month for his/her accommodation
an extra shs. 1Mu/ 1

) F chc. 656/- on the construction of
or a capital sum ot shs. boor
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a temporary shelter. The total monthly housing

expenditure by Type A plotholder who rented a house

was shs. 186/- as compared to shs. 148/- in the case

of Type B plotholder.

From the .oregoing discussion it appears that
the common assumptier that poo” fami?.ies would prefer, and
are more suitCu *b plots wtrh lower j ,gi of costruetion
as the monthly ~lot charges are lower, ¥, Xats as
derived from tt:c Dandora Case. The assumption has also
been found wrong 1" studies carried in EI-Salvador and
Fhillippines where the poor families often prefer a
higher level osf construction, and \L is the wealthier

families who prefer lots with only the service connections.

5.2.1.2 SIZF OF LOAN FOE MATERIALS AND METHOD OF
DISBURSEMENT :

The objective of materials loans fund was 'to
provide materials loans to plot allottees for self-help
construction of dwellings to a maximum of two rooms for
Type A and one room for Type B allottees. ° This means
that the loan did not cover the cost of the whole
building, and excluded entirely any cost of labour.

The amounts were Kshs. 5,760/- for Type A, and

Kshs. 2,880 for Type B, plots, which was considered
adequate to meet the cost of all the materials required
in the construction. The figures were calculated at
the time of project design but no provisions were made

for iIncreasing costs of materials (estimated at between

10-156 p-a-S) over the period of building construction.
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Without such provisions it is clear that the value of

materials loan would be reduced by approximately 20%

to 30% by the end of the 18 month period given for the

construction of the -required minimum number of

rooms. A plot allottee who did not construct the building
»

immediately, therefore, needed to look fov other sources

of 1unds to meet the cost of materials (at legist 44%

ox all the allottees were affected as they coulc not

complete constinetint the buildings; witi in the 18 month

period) besides V.-oc:* costs,normally estimated at 25%

of construction cost.

But even though the plot allottees would have
wanted to take advantage of the mateviols lua.. provided
immediately to avoid iIncreasing costs of materials, two
factors militated against it. One factor is that there
was a delay in the disbursement of materials loan due
to some disagreement regarding the building standards that

had been used in this project.

Plans for the Dandora Project had been prepared in
accordance with the design standards and cost estimates
outlined in the Appraisal Report.1l1 Moreover, the Works
and Town Planning Committee, composed of all the
Departments of the Council, had in January 1975, approved
the structural plan for the Project and designated the
project area as a Grade Il By-law zone, to which special
density provisions would be applicable. Despite these

legal agreements, the overall layout plans for Phase.T
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and the house type plans were not approved by the various
departments of the Council. The departments maintained
that the design standards did not conform to the

Planning and Building Code and the Public Health Act,

and therefore approval could not be grant.d. Finally,
after six months of discussions and lueet-iLgs the plans
were accepted by the joint meet;ng of the Works and

iovn Planning L«£tg and tne /:Dandora Communitv

Development Project Committee herd on 20th Jnnuary, 1977.

The delay caused by the abcTe oonteo”esy resulted
in delay in the 1issuing of type plans the plot

allottees and disbursement of materials loans.

The other draw-back was the method in which
materials loan was disbursed. The method amounted to
retroactive fTinancing since allottees were reim “rsed
for materials initially bought from their own individual

resources.

Given the limited financial resources of the low-
income groups many allottees could not start any
construction work, for a long time, which would have
enabled them to start benefitting from the loan. As
has already been stated 20$%, of the plots had no
improvement at all by the end of the 18 month contraction
period. Another 24% had been started but not reached the

minimum required minimum 1ével of 2 rooms.
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The method of disbursing the materials loan was

unsuitable iIn another way: it did not allow bulk
purchasing which would have reduced the cost of

materials to the plot allottees. The loan was disbursed

in five iInstallments as Table 5.7 shows.

TABLF j. MATERIALS LOANS n ISbTJROEMENT SCHEDULE

AMOUNT DIS3URSEP (3H3)
LOAN STAGE 1 KCCM

Preliminrm™"
(tenches dug)

Preliminey
(trenches dug) 400

Stage 1:
S foundation slab
complete 600

Stage 2:
walls built to
roof level 1200

Stage 3:
roof complete 680

Final Stage:
finishes complete

Maximum payable

Source: D.C.D.D.
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521-3 incicbte of black com;; .~IL Offlp. m

. Site conditions is an important fTactor influencing

the cost of building, affordability, and hence rate of

building construction.
i

In the Dirdora Project Phase 1,25. jlots (24%)
had preiominantly black cotton top soil, che depth of
whi-h ranged from 900-1200 mm. The prcnlem of b’bc™
cowr.c'i —>0"1 had been Known from pi_jiiminary stages
of planning ana deoigr when ~.rial holes were dug.
The black cotton soil area was discovered ™nd accordingly
the Quantity Surve3ors measured all the additional work
teat would be involved if this ares was to be crisidered
The area #s rejected for development of °nv community
facilities since these would normally cc»er larger areas
and be heavier structures than the wet cores. With
wet cores covering ait area of only 3.6 sg.m, per plot,
and an average depth of soil of l.o.m. i1t was judged
more economical at the time to allocate the area for

housing.

The additional work that the allottees in these
areas had to do was due to the general ru.. that no
buildings should be constructed immediately on top of
the black cotton soil. This is because of the nature
of this soil: it swells up when saturated with water
and it shrinks and cracks when it dries. This continuous
swelling and shrinking causes movement in foundations and

,has making them cracs. Cracks in

oifaub

E {—— shrcn vn.Hs to crac.c, ana 1iIn long
oundations may ~
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erun the life of the building is cut

order to avoid this deterioration of buildings,
the law requires that all the black cotton soil under
building structures should be removed completely and
that the foundation..- and floors be :n hard, stable
ground. This n.ean= a large iIncrease in costs because
uL the WG>k th.it T2fua to be done below noor Ilevel.
Tale 5.8 indie-LSS the expenses irvG".v*i In _-elation
to a tyv>uil Kitchen and a typical room of 12 square
tretres on fxoLs with an average of 1.0 meter soil

depth as tc December 1977

TABLE 5.8 V. h T TJADDITIONAL COSTS C*7 DIFFERENT
LOjMS ON PLOTS WITH BLACK COTTON SOi! (1977,)

% TYPES OF WORK AND COSTS KITCHEN TYPICAL

/- 9.04 ROOM
) 12ni
P
Excavation: @sl.s. 15/- per M3
(1.0 m depth) 180 250

3
Backfill: @ shs. 25/- per m 300 250
r 2
Sub-Floor Walling: Shs. 50/- per m 385 337

\
S65 1205.0

TOTAL COST

Source: D.C.D.D.
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From this Table it is shown that the addition*! costs
incurred in constructing in the black cotton soil are:
Typical Kitchen Shs. 856/-; Typical room, Shs. 1205/-
Table 5.9 shows the rate ol completion of the required
minimum number of rooms on plots with black ~Otton soil.
While the overal » percentage of completter of the

required minimum rooms in May 1778 was 56% (Table 5.1), th
figure fTor plots with black cotton soil was oniv 26%,

indicating a 1?r mu .h slower rate of consolidation.

TABLE 5.T_ r ON BLACK COTTON SOiJ WITS MINIMUM
NO. OF ROOMS COMPLETE,_MAY 1978

A B TO "L
NO. % NO. % NO. o
Yes 42 2c 18 35 60 28
fno 121 34 65 155 72
TOTAL 163 100 52 100 215 100

Source: D.C.D.D., Quartely Report, May - August, 1978.

The primary cause is obvicusil”® shortage of
funds. Basically, the greatest hardship experienced
by many allottees was in starting construction, since
the loan money came after work had been done. In the
case of black cotton soil, the situation was even

worse, since the initial costs of excavation and

foundations were higher.
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Also there may be additional problems on black
cotton soil plots. Sometimes, the excavated area gets
flooded with rain water, or by water seepage from
adjoining areas. Additional costs in form of hired

labour are incurred to keep the foundation dry.

Thus, the occurance black cotton soil was
a source of tncculty ?,d unaifn* flability since the
amount of loan. 33"»on to affected aHot: tees war the same

as that a".lowed for other allottees, until pjd- 1978.*»

5.2.1.4 CONSTRUCTION METHOD
Three main alternative construction methods were

available to plot allottees of the Dandora Project.

a. Building groups
b. Contractors
C. Self-built.

Construction by building groups involved
several allottees coming together and constructing
buildings ior the members, each iIn turn, using money
contributed by all members. The Contractors Method
of construction applied to allottees who contracted out
work. Construction by self-built method applied to
allottees who organised, hired and supervised labour

themselves throughout the process of construction.
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Each alternative had different implications

in terms of level of self-help, and cost and ”"peed of

building construction.

5.2.1.4.1 LEVEL OF SELF-KELP

Table 5.10 presents the mean number of paid
and unpaid skilled labourers per plot by building method.
The unpaid eabcuv represents fi\(/a self-help component.
The sub-total turns show chat cut of e tot?x of
3.6 skillet labourers only 0.2 or about 61, it urruici.
In other wo-ds the average amount of self-help iIn terms

of ski”’ labour i1s only 6%. The res" of 94% of “he

skilled .".abour is hired.

Table o.10 presents data for both skilled and
unskilled labour. The Table shows that out of a total
of 8.2 labourers per plot only 1.8 or =»oout 22 1is

unpaid, or self-help*

The conclusion here Is that there is very little

self-help involved in the Dandora Project as most of

the labour i.e. 78% is hired. This must have severely

affected the affordability of the project as no loan

) .- - IT it is assumed that
was provided fTor hiring labour.

_ N2 ~F the construction e
labour constitutes -t

in the Dando*-a Project 1is only
self-help componenet 1In

1An> _ = 5& Thus the common assu.ption
(2 x 25 . 10°) *

that site®and service projects attract large <-*--»

self-help (free labour) which.may reduce the cost,o, ,.e
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TABLE 5.10 MﬁAN NUMBER OF SKILLED LABOURERS PER PLOT BY BUILDING METHOD, DEC. 197"
i
BUILDING A t SUB-TOTALS
METHOD PAID UNPAID TOTAL PAIL UNPAID TOTAL PAID UNPAID TOTAL 1
1“ 1 1
Building I
grounds 2.2 0.0 2.2 2.2 0.6 2.8 2.2 0.2 2.4
Constract-
ors 3.2 0.1 3.3 3.2 0.0 3.2 3.2 0.1 3.2
Self
Built 2.3 0.2 4.: 3.7 0.5 3.3 3.8 0.3 4.1
i
TOTAL _3.5 0.1 3.0 | 3.3 0.5 3.8 3.4 0.2 3.6

Source: D.C.D.D. Quartet."lV Report, Dece. 1977



TABLE 5.11

BUILDING \

METHOD PAID UNPAID
Building -.-
groups 3.5 9
Contrac-

tors 7.1 0.4
Self-

help 7.1 4 -3
TOTAL 6.5 « 1.8

Source: D.C.D.D, Quarterly

TCTAL

5.8

7.5

9.3

8.3

Report,

Dec.

PAID

3.8

6.0

1977.

MEAN NUMBER 07 LABOURERS PER PLOT,

B
UNPAID

2.8

0.3

1.8

1.8

BY BUILDING METHOD;

TOTAL

6.6

7.4

8.3

7.8

DEC.

SUB-TC)TAL

PAID

3.6

7.1

6.9

6.4

1977

UNPAID

2.4

0.4

2.1

1.8

TOTAL

[EEN

6.0

7.5

8.9 «

1

QY
®
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house to the allottee by as much as 25% is clearly

dismissed in the case of the Dandora Project.

In comparation, a study carried in EL Salvador

estimated thalt o1 average mutual help con*l1lion reduced

the cost tu the participants by about 10%.* r”~om
EL Salvador

the
study and the present study it aDtiears that,

in pvac-rice the self-help component achievable 1in site

and service schemes 1ir iar much less thy n what 1is

generally assumed Tnvs is explaivcj by the fact that

urban dwellers tw have full ti.me .i"cs, either in
the formal or info.-mal sector, and they would ..ot get

time to construct the houses themselves. But even

though the;- Had the time their particin/cJon -Id still

bt limitoi by lack of skills.

5.2.1.4.2 POST IMPLICATIONS

Tables 5.12, 5.13 and 5.14 illustrate the cost

. . - =in Hjlg use of the three different methods
implications 1in u
of construction. ggﬂEFg}Fy to what: vould be expected,
building by contrac#)tFr d cheaper than building by
despite the fact that the

the other two methods,

, thp least number ot unpaid labour per plot
former has the iea=.r

(see Table 5.11) and Table 5.15).

The implication here is that the use or a building

) opif-help does not necessarily
method that utilize~

the house. in t*i* particular cac«
reduce the cost o .
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TABLE 5.12 MEAN T.ARnn fpt'rnn <.r.
----- ~""00k LOSTS PER ROOM BY BUILDING

METHOD DEC. 1977 (SHS).

BUILDING METHOD A

B AVERAGE
Building Groups 683.6 1195.0 866.2
Contractors 945 .0 1187.7 987.8
Self-Built 1062.7 ".425.5 1171.6
Source: 1 .C.u .P., Quarterly Report, Sf,it. - Lee. 1977.

T/PLE 5.13 MEAN MATERIAL COSTS PER ROOM, BY BUILDING

METHOD: DFO. 1977 )
BUILDING IT.Zri-ID A h AVERAGE
Building Gioups 3269.5 2770.6 3091.3
Contractors 2461.4 2971.3 2551.4
Self-Built 2740.5 2738.8 2740.0

Source: D.C.D.P., Quarterly Report, Sept-Dec. 1977.

TABLE 5.14 MEAN LABOUR PLUS MATERIALS COSTS -
ROOM BY BUILDING METHOD DEC. 1977 (8S)

A B AVERAGE

BUILDING METHOD

29G5.6 3957.5
Building Groups 3953.1

4158.9 3539.2
Contractors 3406.4

4164 .4 3911.6 1
Self-Built 35033

Source: Calculated from Tables 5.12 and 5.13.



in fact, the statistics show- a reverse situation
(Table. 5.15). it may be that the contractor is

able to exercise more efficiency in the use of materials
and labour, thereby spending less. Unfortunately most

of the allottees could not use this method because It

required a regular flow of funds.

TABLE 5.15 MEAN COST PEIZ ROOM BY Fv“<1DING METHOD
NO. _OF UNPAID_LABOUR . on .=

BUILDING METHOD MEAN NO. OF UNPAID MEAN COST
LABOUR PER PLG"i PER ROOM
(SHS)
building Groups 2.4 3957 3
Contractors 0.4 3539.2
Self-Built 21 39J] .6

Source: Derived 1iron, Tables 5.11 and 5.14.

5.2.1.4.3 SPEED Or CONSTRUCTION

Table 5.15 shows the duration of construction per
room’built, by building method. The building groups
and self-built methods took a duration of 1 to 10 weeks

to complete one room while the contractor took a shorter

period i.e. between 1 to 6 weeks.

Thus iIn terms of speed and cost the contractor
method emerged as the mos. Sigkgkgpf building method,

L it ehacr _CttC32 .-
As has already been s .” -'- -

adequate finance WQE\Q! 898388 a contractor due to the
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TABLE 5.16

BUILDING
METHOD

Building Groups

Contractor

Self-Built

TOTAL

Source:

DURATION OF CONSTRUCTION PER

1 . 2 2BKB 8+ 4 wexs
NO? % N0 %

0 64.3 2 1*1.3

8 47.1 6 35.3
25 50.0 14 «28.0
42 51.9 22 ?7.2

ROOM BUILT, BY BUIIDING METHOD,

6 WEES
(. %
1
2 14.3
3 17.6
5 10.0
10 12.3

D.C.D.P., Quarterly Rejort, Sept.-Dec., 1977.

7 - 8 WEES

NO. %
0 0.0
0 0.0
2 4.0
2 2.4

1977
9-10 WEES
NO. %
1 7.1
0 0.0
4 8.0
5 6.2

TOTAL
no. %
14 100
17 100
50 100
81 100
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need to maintain minimum disruption once work has started

as any stoppage of work due to, say, lack of materials

may involve additional costs.

/
1

IT the rate of housing ccusolidati ;n wer.e the
only measure of afforiability, ic may bo concluded
that he i1.roject has ultimately succeeded despite the
delay as almot t al] p lots except 4%) had the minimum
required rv of rooms commencled by Docembei 1981.
But other factors have to be considered before accepting

such a conclusion.

5;3 POPULATION TUPNOVEFR
A high rate of population turnover in a project

is one possible indicator of affordability problems.
However, this would only be so i1If there iIs evidence
that households are leaving the project area as ik
result of financial hardships imposed by the project.
Households may leave for a number of other reasons
including selling out to higher income dwellers to

realize a capital gain.

There are three ways through which the original

plot allottees of the Dandora Project have left the project

a Forfeiture for failure to pay the required miti
deposit.
b Eviction for defaulting monthly payments.

c Sale of plots. -



5*3*1* FAILURE TO PAY thf initial deposit

There were 954 original allottees for Types A
and B plots in Phase 1 of the Dandora Project.
The allottees were informed from 7th October 1976 that
they pay ngs- S.i0/-, as deposit, and te.xn possession
of the plots within 6 weeks. By the end of me period,
~514 plcis. representing 6% of the total nuwlal- cf plot
had cji been paid for These were repc.-secseu and
offered to other pejple. The population turnover

resulting from this action was 6"

It is difficult to estaMish why some
allottees could not pay the required deposit, despite
the fact that they were not available mr interview.
The maxmvm period given to pay was only 1* mont io.
Given the low incomes of the allottees 1i.. would take
most of them many more months than the \\ provided to

raise the deposit, except if they obtained credits.

Table 5.17 presents the sources of deposit for
31 original plot allottees found and interviewed by
the author. The Table shows that only 16% of the
Interviewed allottees could pay the Initial deposit
without resorting to borrowing. S-1% of the allottees
obtained credit, the main sources being two: relatives

and friends, and Co-operative Societies.
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TtPU: 5'17 SOURCES OF DEPOSIT FOP. PT.OT .unTTtr.

SOURCE OF DEPOSIT

NO. OF % AVERAGE AMOUNT
ALLOTTEES OBTAINED PER
PERSON
1. Co-operative
Societies 9 25 1,800
2. Relatives and - ©
Friendc. 12 30 380
i -
3. Employers 4. 113 5
4. CcmnercLai darlu 1 8 150
5. Savings 5 5
r
TOTAL 31 100

Source: Field Surrey, Decarbe? 1931.

The implication here is that contrary to what
may generally appear, a capital sum of Kshs. 550/- for
these i1ncome groups is large enough to warrant credit
(borrowing) . But credit was not guaranteed, and those
who could not obtain it from the above sources and did
not have any saving may have forfeited their offers,

as they needed a minimum of between 4 a"d 6 months to

save Shs. 550/—.15

5.3.2. EVTCTIOSS FOB nCTATILTIMO PAYMENTS
A relatively high rate of default for households

whose payments lags persist, will manifest itself iIn

population turnover as the project management
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Here again one must be careful: default rates may be
caused, by other factors other than financial hardships,

chief among them being the inability of the authority

concerned to collect payments.

For Dandora Project, it can be fairly stated that
the payment collection system is efficient enough.
Payments ar_ made at an office vj.thin the project site.
Thus, the resl do not i*eeu Jo eravel far co make
their payments, a factor that may otherwise afJect rate
of payment. Allottees who fail to take their payments,
which are due at the end of every month are served with
notices mrimedlately. The notices specify the amount
of arrears, and warn thaL if the jane are not paid
within six months, the plot would be repossessed. With
such efficient collection system, any default iIn the
Dandora Project cannot be attributed to inability of

management in collecting payments.

Table 5.18 presents the level of development
of plots whose allottees have been evicted. The total
cumber of evictions by December 1981 was 83, representing
95 of the total number of TypesA and B plots. The
Table shows that most (775) of the defaults were for
Type A plots which had not been developed at all. All
the repossessed plots except five had less than two rooms

development. These facts Indicate that the allottees who

. fault, an Itimatel victed,
were most likely to defau and u ately be evicted

were those who had problems in developing their plots

I llott
"due To Tinancial hardships Once developed an allottee
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TABLE 5.18 LEVELS OF DEVELOPMENT OF PLOTS VHOSE ALLOTTEES
HAVE BEEN EVICTED AS AT THE TIME OF EVICTION

LEVEL OF A

B TOTAL
DEVELOPMENT
(\NO. OF ROOMS) NO. % NO. % NO. %
0 roans A 93 - 0 64 77 .
1 roan/Vj tchen 3 4 m 79 14 17 i
2 Roans + 3, 3 21 c G
2 1
\ h
i
TOTAL 69 100 14 Ico | 83 100

Source: D.C.D.D., Files:

could let scr.e or ail the available accomodation to be
able to meet the monthly charges, instead of losing

the plot.

5.3.3 SALE OF PLOTS

Selling 1if plots by allottees iIn the Dandora
Project 1is illegal and it is therefore very difficult
to establish the number- of plots which have been sold.

There 1s, however, enough evidence that selling of plots

in the project does take place. \

The property columns of the local daily papers

. io one such eviderce. The plots are
such as "Standard on-

- . sale at between Kshs. 18,000/- and 1-0,0 O,
advertized for sale

) level of development. Since the
depending on ~he 1



Plate No.7 Building construction continues in
Dandora Phase one.

A type A plot being Srécted in whole

Plate Fo-TI:  Lfter sale.
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adve;tisements d8 H8E state the ac@ual sellers of the

plots it is difficult to identify them.

Another clue suggesting that plots are being sold
to higher income groups is the quality anc speed of

construction on some of the Types A and n plots (see

Plate -0 J and./). It has beer cbs°rvec”. that a number
of plots have aot fcoen develop®™A In stages as v.wld
be expected *j low income people. Some units have

exceptionally high quality finishes in terms of internal
and exterxjal plastering and painting ce;Lings,boundary

w:*lls, steel gates and drives. =

A further indicator that ma lead to the same
conclusion i1s tne class of reside:tial estates that some
of the plot owners live. Table 5.19 shov*s that 51%
of the plots are fully rented. The owners of there
plots are distributed in various estates as indicated
in Table 5.20. Most of the absentee landlords (67%)
live In estates of higher income groups than Dandora
e.g- Milimani, Nairobi West, Donholxn Estate, Buruburu®-tc.
Only 8% of the owners live in Shanties such ac hathare
Valley. This dispels the commonly r.eld ~el-e..._~t

a big number of plot a—igtlpps in sii£ 3.nd 1cs

- _ and so back to shanties to await
schemes let t€their units ang g

another allocation.



. TABLE* 19

TYPE OF OCCUPATION

Allcttee only
Parc Lai letting
Tenants; only

Not océupied

DECEMBER 1S51 C10% SAMPI.F.1
A B
NO. o NO. g
10 3 1
21 31 9 34
36 52 13 .
5 . 2
6 1
69 100 27 100

TOTAL

Source: Field Survey,
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Decemtw™ 1981.

~PE OF OCCUPATION BY PT.QT

TYPE AS »T
TOTAL
NO. %
10 11
30 31
51
-
7 1
96 100

TABIE 5.20 CLASS OF P-FSID-"-TCE OF FLOT OT"TP-S LOT LTUINC- CN TIEI2

PLOTS

CLASS OF RESIDENCE

OF ABSENTEE LANDLORDS

High Income e.g. Milimani

Medium Incane e.g. Buruburu

Laver Medium e.g. Umoja

Lav Inccme e.g. Dandora

Shanties e.g. Mathare valley

Outside Nairobi

TOTAL

3UrcCs:

curvey

December 1981 (Information

Tenants).



Plate No.9: A sold type A plot built and finished

to an exceptionally high standard -
estimated cost of construction Shs. 350,000.

note the

e B plot suspected sold - used e .r.e

sxnensive buildins materials
L ofinrr tiles.

Sstiriated coat of contraction Sbs. U. ,

Plate No. 10

ocC
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A number of cases of sale have however been
confirmed. A survey carried out in November, 1978
revealed that 25 plots (2.6%) had certainly been sold,
while 45 others were being investigated. The author®s

own survey has revealed a higher rate of sale as Table

5.21 indicates.

r-Bl.F, 5. PLOT SALES
1——
TYPE A PLOTS TYPE B PLOTS TOTAL
1 ° '70% % NO %
Confirmed ja"f;l. I- TO e 8 20 2
SusDected sal - 23 4 15 21- 2%
No information 5 7 1 4 6 &%
JNot sold 33 48 1C 59 19 51%
1
TOTAL 69 100 100 69 100

Source: Field Survey, December 1981.

Out of the 96 plots in the sample, 20 plots (21%)
were confirmed sold, while 21 (i.e. 22%) others were
suspected sold. IT all the suspected sales are confirmed

the total population turnover arising from plot sales

would be 43%.

possible for the author to contact
It was not

- ascertain reasons for
, original plot allottees to

Lling, but an earlier survey of sold plots, as

= that t (2% f t
_seated in Table 5.22 shows N2t most (52%) of tne



TABLE 5.22

CAET PIO1 PLO

NO TYPE AREA SALE

B
A
B
A
B
A
B

A

1
2
3
4
5
6
8
9
10

A
A
Tf~ “ 17
12 A
13 B
14 B
15 B
16 A
17 A
18 A
19 B
20 B.
21
22
23
24
25

Source:

119
119

99

99

99
119
119
139
138
138

110
139

139
139
119
138
119

CASE ANALYSIS Of 25 SOLD PLOTS: NOVEMBER 1978
CATE OF  STATE OF PRICE BUYER DATE OF NO.
1u/T AT TKt: OONSTRUC-  AREEAFF.
OF SALE CI'ION NOTICES
f 1 BEFORE
SAIF.
April 777 Uu”~veloped 10,000 S:me as case 23 1377 1
Early 77 ? occupier 77
n Ncv occupier <77 3
Late 77 It 11L.CO0 Estate agenl: 1977-8 8
Late 771 n 10,000 i 1977-8 None
Late 772 "t VX X) o 9778 -
late 777 i 8,000 2 1977 None
Late 77? ft 8,000 ? 1977-8 4
Late 77 k 14,000 "'Businessman'' 1977-8 2
Late 77? 2 ? Buyer with several plots 1977-8 3
T3tF i1, 9 2 Shopow.ier, Old Dandora  1977-8  None
Late 777 ? 2 \Y; 1077 1
Early 78 Undeveloped 'D,000 Driving Sch. Employee Late 78 2
Early 78 I ? Early 78 1
Early 78 .l ? Hosoital Sister Early 78 None
78 4 15,S6e "'Businessmanil -
Early 78 2 rms started 8,000 > 1977-8 [
78 1 L kitchen 30,000 Afer.V. 1977 None
78 2 rooms 25,000 Apert ex-village official 1977 None
Late 78 2 rooms 40,000 #>crglibour's wife 1977 2
Late ©+ 78 1 + Kitchen 'YvVooo Same as case SO 1978 4
- 78 ? \Y, ? 1978 None
78? ? ? Same as case 1 1977-8 None
78? ? ? ? Early 78 7
? ? 1977-78 2

78? 2 roans?

Evaluation and Monitor inex Study of the D C.D.P

NOTES

Legal documents
Family occupying with kiocsl;
Family occupying |

»

Allottee had been in prison
Allottee died, wife sold

Trenches (lug late V8
Wife died

Agent tricked old wanan
IXing-established allottee didn"t tell
family
t
1

Buyer lives iIn kitchen
Seller lives on plot (ex-village olfi
who acts as agent for sales)
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plots sold were undeveloped and none of the sold plots
had more than two rooms. This implies that it is those

plot allottees who had problems i1n developing their

plots that were more likely to sell

5.4 SUMMARY

an the foregoing analysis r. number of iIndicators
~ffriuvaoility problems and their causes in the

J 'rcjec+ have j"ien identified. It was noted that
a large number of cemiorary structures were built
during the fTir~t four months since the aZ=ng-over of pic
by the allottees. The rate of construction of this
type of shelters would have increased but for the
warning tw the City Council, in March }.77, that they
would be demolished. The emergence a shanties in this
project implied that the allottees vere having problems

in getting finance to construct permanent houses.

The rate of building consolidation has been found
far much slower than was expected by the designers of
the project. The construction of the required minimum
two rooms per plot was supposed to be complete by
May, 1978. But by that time as much as 44% oi the

Lots had not been developed to the minimum required
evel, and 20% did not have any development at all. By
ecember, 1981, 5 years after allottees took possession,
eout 13.5% of the plots had still not reached the
squired minimum level of development. A number of

actors contributing to this slow rate of consolidation
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were identified.

It was found that the amount of loan provided to
the allottees was not sufficient to meet all the cost
of materials as had been iInitially intended. The
effect of inflation over the period of bu Iding
consolidation reduced the value of the materials loan

!
significantly ior the allottees wno could not take it

immediately. Giveu that an al-*!rttee got money /or work
already dor.e, only those allottees who had other sources
of finance to be able to start work cou] a obtr.in the K
loan. The fact that the allottees of this project were
-X the low-xncome categories meant that theilr resources
were limited and mo?’c of them couDd not commence
construction to oe able to take ao-antage of the loan
scheme. A further drawback to the loan scheme was

that the loan was released iIn small amo xnts and, hence,

the allcttee could not reduce the cost of materials by

purchasing and transporting them in bulk.

It was hoped that the cost of constructing the
buildings by the allottees would he significantly reduced
perhaps by as much as 25%, by the use of self-help
labour. Accordingly.no loan was provided to meet the

cost of labour. It was found, however, that most of the

. i was paid labour, and
labour used iIn the construction

construction constituted
only 5 5% of the total cost of

self-help-
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The three methods of construction (building
groups, contractors and seif-built), available to the
plot allottees were examined, and It was found that
contrary to what would be expected, the use of self-help
(i.e. unpaid labour) did not lowe”™ the cost of
constructio*., perhaps, due to misuse of rruwiials and
hired labour by the inexperiencegj/ free labourers. The
contractor®s itetuod ox constructipn, which had the “east
number of uri—ai.i iaboui; proved the least cost.’} to
the allottee*. Unfortunately most of the allottees could
not maintain a contractor because b« r*uuiiu.ci a regular
flow of lands, and, therefore, used the rei-"-built

method although It was the most costly.

Rate of population turnover was the other creteria
used to assess the affordability of the Jlaadora Project
by the allottees. It was shown that 6% of the oili“inal
allottees forfeited their plots as they could not raise
the required intial deposit of Kshs. 550. Another
9% of the original allottees had teen evicted by December
1981, because they could not afford the monthly charger.
From the Tfield survey it has been estimated that about
21% of the original allottees have sold their plots

while 22% arc suspected to have sold. It was® concluded

that the main reason FSF gé)iq;rn—% was lack of funds to

construct the buildings.

Putting the suspEEYY 8QSRE gf sale a side xhe

npulation turnover in EAE AFGfeCt can betpl — ————-

cmr rf the suspected cases of sale
6% + 9% + 21%)
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are also confirmed the rate of population turnover
would be (36% + 22%)=58%. This would mean that less

than half of the original allottees benefited from

the project.

=
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"Footnotes:

10.

World Bank: A Report on the Sixth Annual
Conference on Monitoring and Evaluation
of Shelter nrrogranuns for the Urban
Poor- Ottawa , 1981, p. 30.

As an example, Consider a nroject whose costs
are such that, i.? il. is to pay for
it?plf, benef*sieHipr mrst be charged

= Kshs. 100 p.m. v projec* with

a higher level of service ray charge

C,, = Kshs. 130 p.-m.) If *1! househoxds
are assumed to be and able to
set aside K = 20% j.” their income on
housing, then a household must ea-n at
V. - Kshs. 500 to afford the project,

If the income distribution is as follows.

Percentile Populaxi® y Monthly Inhere

10 vio = Sh. 450
11 w11 " 5n. 500
12 vi2 = Ih. 550

then the project is affordable down to
the 11th percentile of the population.

Dan dora Community Development Department (DCDD..
"Monitoring and Evaluation Study
No. 1, 1977, p. 49.

" ritv council: Research Division Memo
1396/76 Eastern Mathare - Kariobangi:
Some Socro-Economic Indicators.

bid
>p. cit. 26.

>. cit. 1 P* 26
)CDD, Annual Report 1976, p.

entlal Bu reaunr~statl kIS, Statistical

op. Cit. 3 p. ¥
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12.

13.

14.

15.
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Ibid

An additional
to

e —n i -
cit. 3 No. 6
1 r* 45.

Op. cit. 1 p.
Jp. cit. 8

Assuming that alienee is able and willing
so. aside 25% .*f bis lroar.o for
housing, Type A plotholder- whose
iH"~oaes averaged sfcs. 3.0 would need
4 months to save shn. 550/- *-hile
Tvpe B plorr.olders r.hose incomes
averaged shs. 550/- would need 4 months,



CHAPTER VI

6. CONCLUSION

This Chapter presents the major findings
of the study, the conclusions arising from these

findings,and recommendations.
1

6.1 FINDINGS AND CONCLUSIONS

This sttoy set out to examine thc pi totem oi
flu*3jat iIn the development of hou-;irn*- fox" the urban
low-1ncome groups chiough a case stuo; of the Dandora
Site and Services Project. An e.cuninuton was made
of the various policy responses to the problem of urban
housing Ilrorr hie early years of urbanisation to .e
present time. It was noted that the Government has
ultimate®*y settled,-at least for the k.- us-Ub, for
"site awv* services"™ as the main po ry tool tnr. ugn
which i1t hoped to icaiize housing for tie majority ot
the urban poor. Unfortunately, 1t has been iound that
the approach has failed to effectively reach the intends

beneficiaries, and has instead benefit tod the more

well-to-do.

To explain this situation i1t was found necessary

to examine the crticial cuestion of affordability.

Accordingly, two of the major objectives of the study

Ebe affordability of the plot allottees
were; to assess .e -1-

. with a view to i1dentifyin
of the Dandora Project, - ying

. - n’iE and to recommend measures Ior
factors influencing 1t, ana

alleviating a-fcNy--

) ) Two broad criteria for
and services rroj”'c- e
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determining affordability - rate and quality of

housing consolidation, and population turnover in the
project area - were used. Under these two broad*

creteria,the various fTactors influencing affordability

were identified and analysed.

1" wpo Ffound that the amount of loan provided to

"he plot a-iottecs for the pur«,r.ase of n.uterials was
i
inadequate. project desigc”rj maie estimates

of the cost of materials as at 1976, but .rjTfd -
provide for inflation over the period jf ™m>f_trucrion.
The sti.titties available showed that 0" _t che 18 ;r. ..ts
during Oiich the construction of the required minimum
number of rooms was to be complet-. i, the cost of
buildinj materials had gone up by as much as 30%.
Noting that 44% of the plot allottees had not complete
the construction by the end of the period, tne effect

of inflation on the project was a major cruse cf

affordability problems.

A part from inflation, the loan was Inadequate

in another way; as much as 23% of the plots were lying
on black cotton soils which were difficult to build

on. It was fTound that as at 1977. the holders of such

) a.shs 860 for the kitchen and
plots required an extr*

*||1_P cost of the extra
shs. 1206 for a room to meet .le -

- f -r:sing from extra excavations. inspire
materials arisin

of the fact Eﬂ% glljJCclg difficult sites \A V4
L no loan rras made available
from the beginning no -*-ra_ =  ——————- ~
——————— - ~ " This factor was a cause of
to their holders. TIlis
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.and unaffordability, affectine nearly a quarter of the
plot allottees.

The manner of loan disbursement was inappropriate
too. The Iloan was given fTor work completed, amounting
to retroactive fTinancing. This iinpliea only those
allottees "vho hyd other sources, of finance could take
advantage oi the; loan scheme. (f:c was found that such
sources wer"- limited lov the Iovxr—income grounr oecause
they could not meet the terms and conditions “.lic. down
by the financing iInstj cutions. A soc«“.¥* 1. ar.on wry
the met.iod of loan disbursement was iInappropriate
that 1t Wt3 released in small amnount.--, thereby, making

it uneconomic as materials could not be purchased and

transported in bulk.

The iImportance attributed to self-_ielp iIn ir
income housing was critically examined. It was found
that despite much publicity its application has met
with difficulties due to a general lack of building
techniques, (and in some cases time), on the part of
the plot allottees. The anlysis showed that the self-
help componenet in the Dandora Project was only about

5.5%. This low level of self-help was a major cause

of unaffordaBi18) BREAHSE no toan was provided for

oy tiirated to take about 25£ of tne
labour, which 1s estimate

total cost of construction.
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Different rates of housing consolidation for plot
types A and B were noted. It was fTound that the Type
A plots which were expected to be cheaper because of
their lower plot charges were actually more costly
that Type B plots with higher plot charge. This was
because while the Type B plotholc.er conic immediately
tah® occupation of his p.ot and live there while
carrying or extension worl:, ,the Type A plotholder
could not do sv unless he/sue crustrncttd a temporary
shelter who e cost was estimated at an avev vgr* oi
shs. 656 as at 1977. Construction of +amprravy shelters
was initially illegal, and although it ves later allowed
the authorities did not openly encourage it. So, most
of the Type A plot-iolders continue: paying rents
elsewhere, estima.ted at shs. 120 per month as at 19/8,
while paying an average of shs. 76 p.m. as plot charges.
The total cost of housing for the Type * plotnolder was,
therefore shs. 196 p.m. (excluding any transportation

costs to and from the construction site) as compared to

shs. 148 p.m. for Type B plotholders.

The construction of a temporary structure or the
?nting of accommodation by Type A plotholder had the
Ifect of reducing the amount of finance that, may have
*en available for the construction of a permanent

ructure. Thus, the rate of housing consolidation was

they determines-
mpe A plots were the more numerous, he:

) ,- of housing consolidation In thejroject
ie overall rate of ... - R
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It was found that by the enri
i nd of the 18 months during

hich all lots were exDer*»
wht b W BI to Have been developed

Xpec,
I 7 /\
upto a minimum of two room P, 348 Kad not reached this

level.

»

Further cau.,2S of unffordability wero identified
by examining .he population turnover in the project
are.—.. It was fTound that the initial deposit oi: bhs.
550 th~ allot toes weve required to pay out some of them
into heavy finanri-_.l1 coralttments. The one-and-a-half
month period ”~tve- to pry the deposit :as inadequate
considering the ~.w incon.es. and beuce savings,, of the
plot allottoes iIn this project. It wa» found that for
those wh( managed to raise the deposit moot 1 them
<B84%) resorted to borrowing, and mriuly, from ror. -
institutional sources such as friends. and relatives. For
the” 55 allottees who could not pay th*» deposit the
most probable reason was lack of funds as not everyone
of the allottees could have been lucky enough to have
rich friends and relatives. It was founa that (taking
into consideration the incomes of the allottees, and
assuming 255 of the incomes could be saved for housing)
a minimum period of four to six months was required

if the allottees were to pay the deposit from their own

The problem of eviction of the initial plotholders

the administration was examined. It was noted that

. loan collection system was™fficient enough a nd .

»1d~ t encourage default. Default, however,
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occurred. It was found that - .
a" tne majority (94%) of the

eevicted allottees had not ” )
oec- ar-y development on their

plots over what was originally provided. This implied
that it was those allottees who had problems in raising
funds to construct the houses that were mo-e likely

to default payment and get evicted. This :..-gurent also
applied to the cases of plot sales, where it was found
that t;:a Jecrity (52%) of th"" plots sold had no

development, beoif,ot what was ¢ _ rily provide, as at
i

the time of >ai<..

The lectors outlined above led to proolems of
at:ordabj?it/ in the Dandora Project , wh”ch exhibited
themselves iIn terms of slow rate of housing consolidation
and shanty development , ard a high rate of population
turnover estimated at between 36 - The recommendation
that follow are aimed at alleviating the33 affordability
bottlenecks, not iIn the Dandora Project, as this may

be already too late but in future Site and Services

Projects.

.2 RECOMMENDATIONS

Ih view of the limitations in the application
T "self-help”™ in urban low-income housing, loans given
o plot allottees in site and services projects should
in at meeting the costs of both materials and labour,

t is importan*, however, that any self-help

ncouraged by offering to the

asic construction techniquesenablejhen to—--——-———-
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participate, whenever possible, in the construction
of their own houses, hence reducing their costs. The
work of the monitoring and evaluation team of the
Dandora Project could be extended to include technical

courses in futur.. site and servicer projects.

lhe method of loan disbursement needs an iImprovcmenm
Firs'”, the present requirement that an allottee ca:. only
get. a 1r-TL for work ?iveady done 1i.J unsuitable and
renders the loan vchene ineffective. It Is here
recommended th.it loais should be disbursed oefore the
particular stare of the building for which I is
provided starts, and not after it is complete. "a order
to guard .gainst the misuse of such a "“—r th-» portion
tteant for materials could be given 1. Kind. An
institution specializing iIn the making and supply of
the building materials required by the builder allottees
could be established. This institution cculd then
open-up branches at strategic points to serve sites and
services schemes i1n the country. Furthe: , 1t 1is
recommended that in order to gain from economies of
bulk purchase and transportation of materials, the
loan instalments should be reduced from five.to three.

The first instalment could cover the cost o, foundations

. The second instalment to cover
and the floor siab. - -oil

. the third one to cover all
the wall and the roofing; a

v doors and windows, and Tfinishings,
fittings, such as aocr
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1

Differences 1iIn site conditions should be taken
into account iIn determining the amount of loan each
plot allottee should get. This 1iIs because, as has
already been noted, allottees of difficult sites, such as
black cotton soj-\s, have extra costs to rreet and there-
fore require more money. This recommend?.-, ion is made
in recocnitior of the fact that i1ow-income housing
projects tend to be located on marginal lands, wheile the
land is cheaper. Thor j is need, however, to. avoid a
situation whereby -.onoy raved on th” purchase of land is
lost in extra work rjqu:ted in construe tin* on difficult
sites. Thus, 2 fToil assessment of oil the costs involved
on the part of the project as a whole and to the 4:,dividual
plot allc .tees, should be made iIn advance 9c-. she right

decision on the most suitable site *-aken.

Whereas 1'. was the objective of the Pandora Project
to allow subletting of some rooms by plotholders so as
to supplement their i1ncomes to be able to repay the

loans, 1t was noted that no money was made available to

.. <€ pxtra rooms.
the allottees for the construction

_ tvio m=;t of materials
The loan given was meant to cove

3 r momp A ~Mots and on®
lor two rooms only in the case of Type ,

_ ,, rlots Subletting can onl>
room in the case of Type P

if the allottees do not
occur after construction. - »

re,uired to meet the construction cost
have the finance requiie

_ then no subletting should e
of the extra rooms, the ttCes

it %founnd however, *wmat -ore axioliu -
BYBRQERG. It was foanc, inn they hac |

the little accommodation
let out some or all 1 — S
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ad either lived in one room/kitcliee or a shanty built
.» the site iIn order that they tray be able to repay the

loan. This led to an additional problem of overcrowding

and slum conditions iIn the project area.

It is recommended that 1in order to achieve the
national standards of a self-contained two-roomed
housing unit per TfTamily, and at the same time make the
units affordable to the low-inccme people, loans should
be made available to the allottees for the construction
of the extra rooms required for subletting. The profits
reaped from the investment could then be used to enhance

the affordability of the low-income people.

Flexible repayment systems should be introduced so
that each family may be able to select the most suitable
terms. Families whose present incomes are low and
expect them to rise in future, for various reasons,
including subletting, are most likely to prefer a
progressive repayment system, wherecy the family
with a low repayment rate and increases it in future when *
incomes rise. Loan rebates may be iIntroduced to encourage
early repayment. Progressive repayment allows families to

borrow more more, build better houses and to got out c

e ¢ to reduce housing standards
the classical dilemma of trjmg

in order to make housing affordable to the tow-incom eople,

Tables 0.1 and 0.2 have been prepared to iUustra -

of Drogressive loan repayment
application and advantages

system in low-income ho”si."



Table 6 - 1 PROPOSED PROGRESSIVE LOAN REPAYMENT SCHEDULE FOR LOU-INCOME GROUPS
AN TLLUSTRATION

1

INCOUE. GROUP  LOAN ANT. INTergs AVOUNT AFFORDABLE P.M FOR 25 YEARS
(SHS)  AFFORDABLE RATE (%) PERIOD 1 PERIOD 2  PERIOD 3

GIIS) 15 6-15 16-25
(SHS) GIIS) (SHS)
A 49,000 8 80 500 700
39,000 10 80 500- 700
(270-330) 31,000 1 .30 500 700
25,000 14 80 500 700
21,000 16 80 500 700
B 53,000 8 100 GO0 800
46,000 10 100 600 800
(331-500) 37,000 12 100 600 800
30,000 14 100 GO0 800
26,000 16 100 GO0 800
c 67,000 8 150 700 850
54,000 1C 150 700 850
(501-700) 43,000 12 150 700 850
36,000 14 150 700 S50
30,000 16 700 850

150



Table 6:1 Contd

INCOME GROUP LOAN AVT. INTEREsT AMOUNT REPAYABLE PER MONTH FOR 3@ YEARS
GHS) AFFORDABLE RATE (O peryop 1 PERIOD 2 PERIOD 3 PERIOD 4
(1-5) (6-15) (16-25) (26-30)
(SHS) (SI1S) (SHS) (SHS)
A 52,000 8 80 500 700 500
41,000 10 80 500 700 500
(270-330) 32,000 12 80 500 700 500
26,000 14 80 500 700 500
21.000 16 80 500 700 500
B 62,000 8 100 60O 800 60O
48,000 10 100 600 800 0O
(331-500) 38,000 12 100 600 800 600
- 31,0001 14 100 60O 800 600
25,000 16 100 600 800 600
C 72.000 8 150 700 850 650
58,000 10 150 700 850 650
(501-700) 47,000 12 150 700 850 650
35,000 14 150 700 1 850 650
20.000 16 150 700 J 8GO

650



Table 6:1 Contcl

INCOME GROUP  LOAN. AMT. INTEREST AMOUNT AFFORDABLE P.M. FOR 35 YEARS
AFFORDABLE RATE ()

(SKS) PERIOD 1 PERIOD 2 PERIOD 3 PERIOD 4
1-5 6-15 16-2S 29-35
(SHS) (S1IS) GSI1S) (SHS)
55,000 8 80 500 700 450
42,000 10 80 500 700 450
(270-330) 33,000 12 80 500 700 450
26,000 14 80 500 700 450
21,000 16 80 500 700 450
B 66,000 8 100 600 800 600
51,000 10 100 600 800 600
(331-500) 39,000 12 100 600 800 600
31,000 14 100 600 800 600
. 25,000 16 100 600 800 600
C 75,000 . 8 150 700 850 600
58,000 10 150 700 850 GO0
(501-700) 4G ,000 12 150 700 1 850 GO0
37 . 00O 14 1SoO 700 850 " coo
31 _0oo 1c 1so 700 § 850 / coo
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Table 6.2 . ADVANTAGES OF PROGRESSIVE LOAN REPAYMENT
ILLUSTRATED:

Terms: 35 years at 8% interest
PRESENT MONTHLY AMOUNT OF AMOUNT OF
AMOUNT AFFORDABLE LOAN LOAN
INCOME GROUP FOR HOUSING AFFORDABLE AFFORDABLE
(SHS.) BASED ON BASED ON
) THE PRESENT PROGRESSIVE
INCOME REPAYMENT
A 80 99,400 55,000
B 100 14,000 66,000
C 150 21,000 75,000

Table 6.2 clearly illustrates the advantage of
progressive loan repayment system: IT the loan amounts
to be given to families A,B nnd C, were bused on their
present incomes they would get Shs. 0,-100, i-1.000 and
21,000 consecutively. These loans would be too small

ior any housing unit. A progressive loan repayment

system (which tabes into account future increases Iin

i} , ® a r? and C to obtain loans
incomes) would enable ami -

} i Shs 55 000, Shs. 66,000 and Shs. 75,000
amounting to Shs. -

} /scp table 6.1 on f: If,D)
consecut ively .vsc -
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The difference in rates of building consolidation
noted, between Types A_ and E plots, arose from the fact
that the Type B plot was provided with a room in which
the builder allottee could live while carrying on the
extension work. The Type A plotholder had no such
accommodation on the plot, and had either to rent a
house elsewhere or erect a temporary structure on the

site in which he/shc could live during the construction

period.

It is recommended that all future site and services
plots be provided with, at least, one habitable room to
accommodate the builder allottee. This will facilitate
building construction by ensuring that any funds that may be
available for housing are used for the extension of the
houses and not diverted to pay rents elsewhere, or to
erect temporary structures on the sites. By l1i\inO on
the site, the builder allottee will also be able to guard
his building materials against loss or damage. Further,
the allottee will be able to save any transportation costs

he/che -ay have 1incurred to and from the construction site.

Figure 5 is a proposed plot layout plan for future

n B} schemes. Each housing unit contains lour
site and services senemts.

o .» Toilet and a shower. The initial provisions
living rooms, a toiJc

) ) a shower and a toilet are shaded. It
including one room,

) ,Ail be sublet to enhance the
is expected that two rooms wall

of the - .. allottee. The rooms are, hene
affordability of the

, away as to facilitate this sublettin,

arranged m such * >uilder allottee
to be done Dy the builder

All the extension v.0






Shows 2 walls of adjacent buildings

standing against each other. This
is duplication of WOrk.

Plate No. 11
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*,1lr SprxtnS °Ut «» HToUTU provisions. It will

be noted that a lot of economy is to be achieved iIn
this plan as the housing units are connected and
sharing walls. Plate No. 13 illustrates that there are
unnecessary costs incurred in the construction ox walls
in the Dantlora Project. In this plate the walls of the
adjacent buildings are seen standing against each other.
In the proposed plan such duplication of work is avoided

by having adjacent buildings (I:opnec’\eclir c(

The present practice of allocating most of the
available public funds to the medium and high income
housing, as indicated iIn Chapter Three, whereas the
greatest shortage is in the low-income housing Iis
improper. The allocation of funds is based on what is
referred to as "effective demand™ iIn economics. This
demand is inturn based on the "present income” and the
prevailing terms of lending, both of which favour the
higher 1income groups, with the result that low-income
housing is normally thought to be obtainable only on
subsidy. The magnitude of the housing problem is such
that, given the present economic status of Kenya

subsidies would have very little effect. « moic e.-.ct-ie

} ) +1,0 nroblem is by enhancing the incomes
way of dealing with the Prc

. .nl0.png and facilitatin subletting,
of the low-income by ”‘*Io..eng J J

o -Movable re[i)ayment arrangements as has
and by providing flexible -~

already been recommended.

i __ to limit the amount of loan
/!5 Is also neeessaij -

- - is from yuoii— n o
riven to m d - - -
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Luxury de\ elopments usm% BHB“E fundls gef’ore basic needs

have been met should be discouraged. it is recommended
tbau housing finance institutions, such as the Housing
Finance Company of Kenya receiving any Tinancial
assistance from the Government, be required to reduce
their lending from the present maximum of Shs. 500,000 to
a 1igure oi , say, Shs. 200,000, an amount considered
presently adequate for a medium — cost housing unit in
Nairobi. In addition the tenvs and conditions of all such
loans should be made iIn such % way as to discourage big
loans. The iIntroduction of progressive interest rates
could be one way of achieving this objective. The effect
of these measures would be to reduce the amount of finance
going to the construction of high-income housing and to-

increase the opportunities of the people in the lower

income groups to obtain credit for housing.

Finally, it is recommended that the Government
should encourage the utilization ol private iunds in
sites and services projects. The Ministry of Housing
m conjunction with the National Housing Corporation
and the Local Authorities should develop appropriate
guarantee and security provisions, whereby private

builders and financiers can ...« money, to the allottee

a roith the allocated plot being used
for house completion

MV The private loan programme 1in
as loan security. illc

i -a In develop Site and Services
operation at Nanyuki to dote

,»u’d be researched as a case study to
Scheme plots shou.d bo r

future ASEIGRAL guidelines,

develop
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APPENDIX

%EMS OF HOUSING FINANCE FOR THE URBAN LOW-INCO\E

A CASH STUD™ Ot" THE DAADORA SITE AND "ERVICES SCHEMES

RESPONDENT
1. Plot
b Date*
3. Date
4 . S1Ze.
5

N

JO.

11.

HOUSEHOLD QUuUCTTQNNMPR

PLOT ALLOTTEE-————mmmmmmmmmmmmm

TENANT - oo oo

of allotment-———————
of occupation —————————mm
of family (@i Males————————————————————

(b) Females——————————————————

Number of rooms occupied by landlord

Income of the head of household

Income from other members of the family

Total

household income

Occupation of head of household

(@ Formal sector--—------—————————————————

() Informal sector

Distance to place of work-—-—-————-——————- KI'™

Main

expenses

(& Food

{b) Energy -



12.

-LCS.

14.

15.

16.

17.

18.

(©)  Education
@ Transport
(&) House renr

](f) Others

How many rooms have you added since? yc.* wm?

allocated the plot?-——————————-—————— —

When di a you start the construction?—-————————-

IT complete, when did you complete?— ————
How many stages ol improvement did you h.. <" im

their costs?-—-——————— -

What p-oblems do you experience when b\ilding

in stages?--—-—-——————————

How muCK money have you so far spent on

construction? —-———————————————

What were the sources of linance?
(@) N.C.C Shs.-—=—==——————mmm
(b) Family savings shs.-—————-—-—————-
(c) Co-operative loans shs.-———————————-

() Borrowing from friends/relatives shs

(e) Bank loan shs.——————————————————————

(f) Others specify Shs.



What were the sources of labour?

(a) Hired
(b) Family

Ilow many members of the i1amiiy parcicjpaled
in the construction, eacl -;ime work was going on
HFH—mmm m—m-

.l—]d-ll -*-..

How much was actually spen* on hieing labour? Shs.

How much was the cost ol materials?-——-—————- -

IT you nc not get finance to complete the hous*"
what do you intend i» do?--—————————————————————
(@) Sell the plot
(b) Let iL

(c) Others - specify ————————

What plans did you have for obtaining your own

house before you were allocated this plot?

the source of your initial deposit?————-
What was y P

Personal savings
@ 9

Loan from bank - specify

)
Loan from employer
© proY
<d) Loan from eo-operative - -—-———————————- —

Borrowing from frie-.ds/relatives.

e)



26.

27.

28.

29.

30.
31.
32.
33.
34.
35.

36.

37.

What 1is the total amount of loan have you

borrowed?--————————-

i
What ,are th- terms of j:,r lenders?

now much are you paying for the new house.” -

former place of residence

Number of rooms occupied--—--—————————————————
Rented or owner - occupied—— —————————————————
Monthly rental if rented?--————————————————————
Number of rooms you have let--————————————————
Number of tenants-—-————————— o~ L

Rental per month------——— oo

What technic?.! advice have you had from the

community Development officers?----—-——————————-

Have you purchased the plot from an individual

or it was allocated to you?-—-—————————————————
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"hat observations can you make regarding this

project?——-———m e

is the plot owner living on the plot-———— ——

40. IT the plot owner if not living on the plot

wheic i« he living?--—-——————————————————————

41 . Quality of construction-—————-—

(a) Very Gooi

(b) Good
(c) Fair
(d) Poor

42 Estimated Cos*: of Construction
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