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SAVING HABITS or 1ml-lNCot-/iE FAHI1Li.:S IN NAIROBI

. Introduction: Tho f oLLowd.ng nr o some of tho int erim results 0 f a. survey
of 68 fnmilies nn d LndLvLduol s comprising the aamo numbor of
households ac Loct cd at r cn dom from four peri-urban ar crvs of
Nairobi, whore one would expect to find members of the low-
Lncomo groups, viz. Knriob::mGi, MCli;hn.ri VCllley, L!inr;nt:J. an d
Nck adcr-n ,

Tho Aim:

f.

The intention is to ma.kc this initial "pilot survey" pc:rt
of a more comprehensive survey of saving hobits in the low-
income Groups, b ccaue o it is nor-m c.Lly a.ssumc:d to bo that p.ir-c
of the population whi.ch hr.s a "n cgat i.vo saving".l) By ano.Lys ing
tho ac tu oL s av i.ng s - if o.ny - of these: f nmi.Lricrs in rolo.tion to
t h ci r Lncom.: , one woul.d , po.r definition, ,llso find out ab out,
t h c iz- exp cn di tur o on consumption. Tn o.s much as cxp cn d i.t ur-o

. on housing could be q saving to the extent that it is a rcp:.y-
mont of n loan on c. house or othor major item, wh~ch docs not
depreciate o.t the same rate at whi.ch it is being pa i d off, it
is c..180 consider cd in thiGconn~ction. The aim of the study
is thus also to find out to whnt extent people, who nre prc~~-
ntly pny Lng a certain nmoun t of their incoma in rent, could be
contributing to sc..vings by owning ~ house of their own. Sub~-
equant to th~se mnjol' aims tho results Vlould clso show tho
Fr~p~n.sity of Low-d.n como f cmi.Li.ca to pny for housing, their pr-c s.c=-
nt Ilneed n for ac commodat Lon I th air mothod s of s ovi.ng , their iIl-
d cb t cdn cs s , their assets an d thcir o..bility to c ap i.t.ul.Lz e on ,'jclf-
help cfforti3 o.mong other thing3.

1) See ~~y ~t<1.ndClrd textbook on economics and the impcrical
proof in statistict::l abstract for Kcnyn 19 •
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Tho study was car-r Lcd out by ·:-:'onadmLni.s t cr-cd quosb Lonn+Lr o

The intervi~w~ were for the most nart conducted
in Swc.hili:md the Lnt cr-v i.owcra were quite cxpc~icnc0d in .
this type of surveying. It VI[\S our Lmpr-oas i.cn th::tt the po r con s :
Lnt cr-v Lowcd mad o D. sincero effort to nn swcr- o.Il tho qucut Lona-
including those on income - truthfully ond ~tthout hesitation.
Some of thu qucLtions needed extr~ expl~nQtion in order t~ be
und or s t oo dnnd a couple of qu cs t i.on s could not be nnswcr cd by"
nuyb ody un.Loos they h ad beon giVCll more time to fj:pd the an c -
wer (:::.g. the number of aqu ar o f eet of tho dwelling). On tho
bnsis of this pilot survey some of thoso questions will bo r0-
vised or dr-opp cd , . "

Tho rosults of tho pilot eur-v oy arc being pr-epar-ed for
pr c c os s i.ng by ccmput cr when the survey ho s beon oxp and cd to ..•. :.
includo about 2,000, fnmilies in thu low-income urbo.n group •
But at this prelimina.ry sta.ge alrcc.dy some gcncr~ patterns
app coz- nnd boc cus o of the urgent n c od for such Lnf or-mat.Lon it·
would s oom justified. to point to some of these pc.t t or-n,s cvc:n
nt this eurly staie of tho invcstig~tion.

It is csacntia.l that from the outset the key words and
concepts be defined .:md explained.

Sav i.n g is th at; pr.r t of Lncomo which is not co n sumcd over the
period before the ~cxt rOGulnr receipt (on a monthly bo.sis).

I

In the C:::,3e of s ol f e empLoy od people and others who do not rc- .'
ceivo reeul~r income, saving is ~~~sured ~s thei~ cxpcnditur~s
for consumption ov ct: the s nmc period. So.ving.s tnu s dot or-mi.n cd
ar o ch ock cd ago.in.st the total G:'.vings at the time of Lnt cr=
viewing divided by tho numbar of months it hns tnk_n to suve.
If ~ major itom has been bought during the last month its vnlu~
is us s cr-t ni.n od and C1_dcl<.::donto a av i.ng s with its r-oLat Lvo v/QiCht
(volua divided by number of months it took te save it). If
bought ~i.P. torms, th e monthly paymnn t is then adjusted for
d cpr-c cLut Lcn an d ad dcd to s o.vLng s , '£h0SC "ex-post sriv i.ng s "
Dlso include other ~c:poymcnt3 on 10L111S in th0 same mo.nncr.
Tr:l.nsfcr paym cn t s to par crrt e , for instnncc, will be included

•.•• /contd.
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in savings event though they mny ultimo.tcly be uS0d for cons-
umption. The r oc.son for this is thC'.t the amount; br nnf cr-r cd Ls .
of ton lookod upon ns nn invGstmont by the remitter himself.

H/~BITS: By aak i.ng not only how much is -s cv cd over tho last month
but co.l cu l.r.t Lng tho numb.zr of months it took to accumulate the
prosent savings and (in tho revised questionn~iro) hOITmuch
poople normo.lly suve per month ~nd whut they do wlth their snv-·
ings, it i5 DssumJd that this bubib is a pattern, which they
norm~lly follow.

LO~-INCOME: Thero is no lower limit, but in order to got a fnirly
h cmogcn Loue s ampl c nnyone: who mck os more thnn she 1,000/- p cr
month in regular income will b o removed from the snmpl o , Inc-
ome mny consist o r r cguLru- co.S w ol.I as occnsiono.l income: nnd
be 'in cash ns wol L :1:3 in Goods an d s cr-v i.c os , aI L t'.r~: included
with tho ndjuctmont of occo.sional income on n monthly bnsis •

. It rnay bo difficult .f(lr alself-employed person, c.g. bu s Lnooc-
man , to rightly os t imato h i s income por month as iio has no cl oar
ideo. of movements in his net aSBets, but ho normnlly hns nn ideo.
of how much he withdr.'wF: from tho business every month. This
will b o t nk cn to be his income thus d i.sz-c gar di.ng any apprec-
iction or deprecintion in his net assets unless specially
mentioned unde~ the question of inve3tm~nts.

I
The head of tho household has been choson to represent

the family nnd frornhis explanation of the kinds Md numb.:::r of
. p cop.l c who Ld vo in h i s hou s o the Lunily is well-defined for t h o
pr0sent purpose, - espccinlly since the house is cosily der-
ined in ~n urban setting.

RENT:- 'I'ho term is used to moan the monthly payment for the apr.c o
occupied by the livinfT. group 1. c. f~ily mcmbcr e an d lodgers
staying on a p er mcnont basis (or those who tho h ond of the h8U- .
e ch oLd considers pcrm.':'~ent resident s ) • In c a s o of the hou s o
being ownc d by tho occup Lor , tho monthly paymcn ts - if any -
wou].d be treated ns ~ scpnroto item i.e. neither ns rent nor
inv()stm(;ut.
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Ano.lngous to savings this mCC'J'lSthnt part of Lncom o , which
is not saved nor invested. Investment being definednscon-
sumption for future income.

The: s empl,o itself \'/:1S drawn :::.t r::mdom :from the 10UT par t s
of Nairobi mon t i.on cd c ar-Ld ar , The: me:thodi It)'c:llng th,l't, 0'] npp'"
r-o cch eLng those who w or c found af home" ~somc 0'1 tn'c iniierv:ijow-
ing ';lns done in tho evenings! :for thqt renson)'.. 1\.5 tlhis w::::.s
only 0. pilot survey and orro mnin1y conccr-rrc d' wftlll' t-lia relatio-
nship bc tw oon savings and income,. r cn t orrd' income etc'., t'he
r cdom i z vt Lon on a scientific brre o \'/"s not nppJJhJd1t• but' mUll bo
Lat or.

The nver,'ge income of those ±Rtcrvic~~d w~s sfr~ 272/~par
month. Ran g Lng from 0 to 900', t:lnd \'lith tlh\o most typ:iicnl! income:
(mode) being ch , 150/-. Only t hr oe of thc)'so inucrV'jjci'lcd; had
to be dropped b oc cu ac they h.:td DJ1l incorrl'O o':fi' (!l'ver sl'l.1., ],.0001:",
nnd only two gnve their income os O. There w~s a ~istincti
difference in incomo be t w ocn the four ar oae undur invcstig::"tion: •.
Someone uho kno~s the arcns might veIl huve guu~~cd this: L~-
n g r.ta w i.t h no one under she 350/- p cr month, then Kcr Lob arrg L,
followed by M("Ju',d,trrt an d decidedly Low es t w aa the avcr-agc of
Mnth.:tri_V2.lloy rlith Q typicnl income of less thnn 80/- pCI'
month. 111eg~,1 nc t Lvi t i.e e .'.llch.:tG br cu i ng .md prostitution ::-'r(~

COWBon :-"nct :~ccountfor c:;0n10 of the income .~,r;lOngo t h o.rw t s e v f';l'C"nt:::;,
UncmpLovmnct \,j::S ,offici'clly pn ov al.cn t but most of the h,,~,•.dc

of housohold had boen in the some employment for a number
of years. Most of them, of course, ~0rc unskilled or semi-
skilled people in the age group from 25 to 40.* ~ or 76% of
them Hero married the rest b oi.n g single for on c r caaon or ('.no-
ther. Likc\'Jis0 ~ \'lore mole ~ith only MathCtri Vnl1cy C'.s a mar-
ked difference \'1ith 50% of oach , It wns also horo t h at most
hetlf had never been to school vhcrc~s tho nvcrngc for tho sn-
mpl0 as such \'Jns 27%. In Lnngntn only 10% had no schooling.
The nverngo number of yoars in school for the total sample uno
5 YOm'S. The n':orngcnumbor of children in a f[',mily \'l~S 4.3.

As r ogcr-d s home ovn cr sh i.p tho ov or e.l L position \'It'\S 35%
h omcown cr s (',nJG5~:; renting. '1.'ho main dLf fc r cn c o h cr o V/C1.S cgnin,

••• /contd.
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ns could be oxpcc t cd , 505(, o'.7ncr.3hip in the Mc.thnri Vl:'~lcy, nh·~rc
p...:oplo put up thcd.r own amr.Ll, shun t Lca - down to less th an 25~~
owncr ah i.p in Kar Lobon gi., wh i ch is probnbly cv on less t h c.n ind-·
ic."tted, b ocau s o the Ln t or-v i cwcr-e mrid o 11 point to get at least
a c cup.Lo of homc-ecwn or s in order to 3~0 how their income and
s av Lng s position ·,NlS. How cv cr-, the l:3urvcy quit e cl(;~,rly ShO';'5

th::..t house own cr ah i.p if) much mo r c pr ov c.Lcnt in the lowest inc-.
orn c groups in :111 four ar cne , simply b ocau s o pcopl.o ..h r.vo very
little other choice but to build thair oun house, mo~cst though
it mny be.

Of par t Lcu.l ar- Lnt cr os t is tho r c.Lat Lonsh Lp bot no cn income
nnd rent. Of those ranting the nvarnge rent p~id \"Ins 8h3. 46/-
wh i.ch formed ab ou t ITs of Lncom o , The vcr Lr.t Lone in rent as \:.;-
11 as thv PGrccnt~go it formJd of the rcsp~ctivc incomos \'Ioro
big, but w i.t h :1 d e f i.n i t o trend (see bolor,). It shorcd en av-
or ag o for the Low ce t income c;roupG of 35~~ of income down to6% for the groups cnrning from she 700/- 900/-. Wh0n nakod,
hanover, hew much they'r!ould be ',bIc to nfford for rent if th',:y
had nccommodntions of thoir o~n choice, the % ~ant up to 21
0nd ~ith the C0mo Bcncr~l t~0nd ~s b0foro. This is signific~~t
b c c ,UGO it Ln d.i c r.t OG t h ct p co p.l,o , 0Gp<)cially in t h c "mi.dd Lc "
an d "h i.gh or-" Lnc omc=gr-oupc (shs. 250-900/- per month) c an af f or d
butter housing if they could pnly got it. An OVGnmore intuI-
os t Lng findin ..;; iG the? fact t hn t tho amoun t . poopLc ar c pro-
p ar cd tospond on ::'..house of t h c iz- orn is still [t bit hi gh dr
n~moly 25% of income on tho ~vcr~go with tho s~mo trend ~s fo-
und b of'o r c , This show s cLo ar Ly thvt they ha vc some notion of
the d'~sirclbility o f own i.ng the:ir own house. ,!hiJthor t h cy VIer.:;
con s ci ou s of tho s cv i.ng cl.cmcn t in house oun or ah i.p VI('.S not qui-
te cloar, but ~h0n it waspointcd out to thorn, they could

'-c10 ar 1y S C o it.

• •• /contd.
*(S'~C pcg e 4)

List of oc cup ab Lons is ::.tt0.ch-.:d as upp ond i.x '\'.
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The d ot r.LLs of the nbo vo pr.r:,.c;r~~ph Lo presented hero:

------------------------~------------
~~ of I. j 3. ~ZN:,' j\~FOgD~D ~4 •. ~~u,.~~

; cs ,0 of I. p'~!jJ ,·J •. ,S
i . r'..s~." of I.

1.INCCH:ii: SH/i'·iO. i 2. H~H'r as

- 149 34.6 35.0 35.2

150 - 249 24.4 23.7 .25.'')
!

250 299 17.0 16.2 18.5
300 399 16.0 23.8 26.1 ..

400 499 13.4 , 20.0 28.6. ,

500 699 6.6 19.6 25.7
700 901 ._;2.!..'Z.. ___ . __~O-!.? __ 16.9·

Av or r.gc 16 •.3 21.3 25.2 .
-- ---_. --

rc-o foot an Ldoa of tho type of house Low-d.nc omc f;:-mi1i,::.s
rrnntod, the following qUdstion ~ns ~sk0d: Jhnt kind of hou~~
would you prefor, sny nt shs. 50/- ~ month, provided youlcould
rvff o r-d it nov/? Those ronlistic :--.1 t or-nrrt Lves v cx c Gi von:

J\ns ..•r or s :

45~:~.
315:
22~'~
2;'~

Stone house with 2 rooms
Voodan house ~ith 4 rooms
Hurl .m d \J:\ttle hou ao with
Don't knew

5 rooms

Those nnS~8rs wor0 nu~rly wh~t ~c expected, reflectinG th~.
aomcwh nt pr c s t i gcou s n at ur o of the stone houses ~'.t the cxp cn s o
of mor-o ap ac c , The 101"1 moi.nt on an c o cost W·"..S ono other r oaaon
given for choo s Lng ~ s t on o house.

• ••••• /contd.
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But these nn svrer a should. be Look ed upon also from the' :'dl-

com~ point of view. It gives the following picture:
, .

. '.

lmGULA.R rncons IN GHII,LINGS J?ZR HONl'H

'"less thun sh , lLj'9 150-299
Stone house 9);; 18~~

':looden ho u s c 14% 5",0

Mud & WC'..tt10
House 77~ 6%
Don't knew

----_ ..._._._--- ._.._--;--------
i i I300-699. I 700-999 Total

Ge,'
1°

9~'ilJ 22

2---_._---_--.-:----_._----- .------.~-.-----
Tn the very 10>7. inC0:11e groups ;:-.rpurent1y timber ho uc i.n.j

is preferred to t.h e other b:o types. It still r emni.n a to he
found out why these p cop.l.e feel th e VI,"ythey do. One r eaccn
m•.y be' the con s.i d er-ab I.e Lmpr ovomen t it wo uLd nie r.n to them. An-
o t.h er , t hn t they rir e f nm iLi r.r- w i.t.l. the m;~.teri'l.l rind th c.•.t ti,:,.)~r
housing Can e r.s i.Ly be (.1t «red :?Del ext en de d , '1'11i3 is ilTlport:~l! G
b ccau s e the mnr gi.noL vn.Lue of an ext r a room i5 higher for th·,
es e f'nm i l Les ~.~s they hc.ve mor e children on tho ,:·V0r,C1.e:et han
t hoce ~':ith mor-e income, or they I1lClY, in order to c f'f'o r-d the
house pe r hr-ps even think in t cr-ms of' aub= Let t Lnj; rooms. IW~1(};1

it c r.me to the question of being nh l.e to build or :.1.Gsist in
b uil d i ng the ::".m;'.·l'~rs r-ever.Led that only 2Lf% did not think till'S'
v.o uLd o c ab I.e to ;:::IJ8nd time h oLpi.ng rm d most of those b ei.nr; ;,b-
le to help could spend 10~20 Lours !~. w e ek , There VlCS no mt'.::.']:cd
difference b ot w e en inccr:te-;:;roups or residential ar ea in t h eu«
an swcr s , But the .-moun t of t Lnre wh ich ;ff of the f;ei!l1ple could
a cc nd on conat r-uct i.on r epr e s en t s a wor thwhi.'l e contribution in
te~mG of a reduction in cost of the houae~ An upproximnte cal-
cu Lr.t i ori r ov e rd s the following:
she 1/- per hour for 15 hours per week for 12 weeks = sh. 180/-
-~ ~ of ~ hO'll~e cO~~l.·n~~h 3' 000/- it represents 6~,,-,"u IV •.••• ...• '.' v...... _. ,
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The main purpose of the survey was to find out ~bout s~v-

ings - if ohy - in thcGe low-income groups. We consequently
asked most of the questions in this field. aut, as may h~ve
been renlised from the definition of savings, it was neces8~ry
to nppronch the ~ubject f~om Gev8r~1 angles in order to cr03C
check the information we obt a i.n ed , The r easori for th i s wae vthat
our definition of s av i ng s ~'!"',s wider than the common one, in that
it included ~uch things ac loan-pnyments nnd tr~nBferB. In
add i,tion the pur-ch ac e of major- i terns which may be c,6ln3idered
invesim2nts r~ther th~n consu~ption (e.g~ bicycle, building
m~tcri~ls, stock of goods for sole) wus also included us they
form part of genuine savings.

On this b osi s the following t abLe ':IDS "constructed". It
is un ndjuGted tnble, ~hich still carries the imp~ct of the in-
dividual nns~ers, but will have to Le substnntiuted by n much
larger nurJber of qu cat.Lo nn a'ir 8S to prove any t.h ing s i gnLf Lccnt ,

---~T--------i -
1. Incomc sh/mo. \ 2. S:l,vinCGns % '13• 'I'r an af erG os ,2+3 o.s ~!,

of Income % of Income of Income
I

150 -
-~~.50
300
400
500
700

--------.149
2L~9
299
399
499
699
901

8.0

8.7
19.8
11.0
12.5

8.8
5.9
8.0

11.6
24.:J
19.0
15.8
10.6
14.8
21.4

2.9
l~.7

3.3
h Q•• 1..,.1

8.9
1_3.i+

Avero[!,e _6.6 10.'1 17.3

The ov er-c IL p or-c arrtng e of 17.26% for s av i.n ge in r eLzrtLon :
to income is pc rh aps D. aur pr-Ls e to some of those who claim
thrrt low-income f zuni.Lti ea c nnrio t etxv e , However, it does cc rr cc-
ponci f;1irly well to the fi!.:;ll.re of 14'/6 found in the Centr&il
Pr-ov i ce survey t hr ee ye:1r~'j :'_Ljo.

This survey did not include N~irobi, thereby giving it ~
bi"_i'j t ow r.rd:3 the Lower' il:\~om~~-GrO'.lPG,b ecnu nc the r urr.I ':rec'_~;
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domi.n-rt ed thc our v ey by numbers nrid this iG where incomes ar e
l581i.errl.lly lower.

It would be ',-;rone; to pLn c e much s i.gnd f Lc anc o in the tende-
ncies chown from one Ln corn o Group to the other, b e c.ru s e ';:he
r,"-"lge within each Group w ns 00 w i.d e :is to throw doubt on aome
of the ~lGWer~. In Borne C~RCS wher~ people, claimed to be
~nving more th an they enr n ad , t!1C n.nswers vier e d i.s re gar-d e d ,
These d.i:Jcrep~nci(~3 ch ou Ld he c Li.mi.nc t ed in the l,~.rlger cur-v cy
by r e f or-muLr.t Lng the quos t Lon s ;::,nd/or m:li,:il"!g the Lrrt er v i ewer c
~':I"'.rc of such po os ibLe Lncon s Ls t en c Le a in ord cr to correct t h em
on the spot.

If :~ny tendency r'.ppc::'xs, it would be the expected one thnt
the higher the income the higher the ~'6 of I:;:'.ving:.:; in r eLrrt Lon
to Lnccme , 'I'h Lo is also horne out by the f".ct t h rrt marc people
in the upper groUptl h.tv e b.'.nk ac coun t e them thoe e in the Lov.r
groups, ":ho t end. to k oep th c i.r c av i.ng o at hom o , The n i.dd.l,« (':1'-

oup io c nr ac t crLz ed by using the Po.rt Of rico :..;'winr-;o more 130

t hnn b ':-..nlts.

LoD.Il Paymen t s It is cv i.dcn t that the Lowe ot groups do not cngo.gc much a,n
H.P. or in other ),O~l pnymentc. Thio cccmc to indicnte th~t
th c s e people do not use fi.ll; ....n c Lr-L Lnut Lt ut i.onc to .-my Lar ge
~xtcnt, AlMoct without Gxccption, ho~cv2r, ~ll tho~e who uce
t h c oe Lnc t Lt u t i cru. find tht:ir u2rvico cxc eI Lorrt , but hn v e ' on
the nvcrng0 n dist~ncc of 6 miicc to trnvel to ~0t to their
bank , '.:hich rn-iy "ccount for the little u s e th oy m..ke of bh em,
I'Jhen a sk ed who they wouLd appr-o ach for C". loan to build 0. house,
r.lmost 505~ ;;,:tid the Gover-nmon. 10% G;licl N.lI.C. 2.:;(, the B,?,nk
an d 28% d i.d not know. L~5% of -t.;~les amp.Le had a pl ot wher c they
could build such a house.
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10 .
When asked nbout Lnv cstm ent; one third of the sample s'.'.id

they mcde regular investments, mostly, in land, but some also
in businesses. The holding of shares and bonds was an odd
exc8ption. Strnngely enough it was the middle part of the
income groups (from sh , '300/- to she 600/- a month) who had
the Lar gest investments, Lnr ger- propor t i.onat eLy .than the hi[h-
er incomes. The payment of dowry was listed as a possible out-
let f or money, but with!:'.::;illgleexception there was· no on e
spending for this purpose. This, consid8ring the age groups
interviewed, was to be expected.

" .

Investment s

... --_ ... _-------.~..

Consumption Apart form expendi tUT'o OIl housing the survey vms not m 8::l-

nt to deal ~ith consumption. It wos neces3~ry, however, to
ask! qU8stionG in this field in order to check the consisten-
cy in th e .'llloc'l.tiollof t he income. Urif ort un ateLy this was
not done altogether satisfo..ctorily, ~nd there were cae es whe.re
these questions hRd to be disregarded because of obvious mis-
infor ma tion.
The f oLl.o w i.ng table gives a summar-y of some of the rn ajor Lt ems
on the consumption budget within the various income 'groups
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Projections:
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11 .

It can be assumed t hat eav Lng e will increase in these f:J!n-
ili8s as their income increnses, not only in proportion to
but pr ogr eas Lve'ly so. The change can be assumed to be greater'
when a fa'nily moves from say she 200/- to ah , 600/- a month
th an wh cn it r:JoVCGfrom she 600/- to sh.IQOO/- D. month. 'I'hct
we sh~ll still expect D. pro~rcsGive {nerense in income when
income rises i~ due to the fact th~t in ~le population chosen:
as r-epr cscnt Lng the low-income groupo i. e. those mn15inc 1013,:'

thnn she 1000/- per ~onth, the proportion of those earning
les~ thnn sh. 500/- is much larg0r than those c~rning more
them t htt , - in th e pr oscn t sample 85j6. This is encour ·'.ging .
but ns is well known more people in the very low income groupci·'·~~
come to these f\re ....s in Lnr gcr- rnunb er n th".n othors in high-in-· '
come groups come to other parts of ihirobi. 'fhc problem then
becomes one of securing th~t the increased s,vings ot those
who get higher incom~ is tr~nsferred into investments, which
in turn will crente j6bs nnd better incomes for the new-
comers.

To m~c sure that snvincs ~rc m~de nvnil~ble, even for the
short term purposcs, it is necessary to h~vc the institution~,
which cen collect and distribute them. At the present moment
only a f' cw Ue, o such institutions, pnrtly b ecau so they ar e f,~r
r:..vtn.yand offer no other Ln ceri t i.vo t hun a mo desb interest r at e
of 2 to 3% (except for security ~nd prestige - but no borrow-
ing privcle~e). Sav i.ngs nnd Credit So cLet i.cs soorns to bel
the obvious 30lution iu this situation. ~hough the~ norma~ly
lend on short term for such purposes as school fees, hospital
expenses, furniture et c ,, t.horo is no r ecson why they should
not, through th e Co opor-n t iv e Bnrik , lend on longer tarm for
investments in land, buildings and sm~ll scnle enterprises.
The 3easonal (monthly) fluctuation in demand ~nd supply of
funds could thus be bridgod by an institution, which has access
to much bigger funds wit h '1. different fluctuation.

co n t d ••
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Tho compnrntively low unemployment rate is an indication
that people find something to do, even if this is in nr oas
of activity where there is already mnny under-employed (busin-
0SS) or in var-y in g degrees of illegal activities. Ur-b nn i aat Lon
per se does create a goodmany jobs of 'nIl kinds, ~nd it is this
fact, which forms the "pu Lk= f actor " in the movement of p copLe
from rur a.l to UrbCJ1 ar cas , 'l'h i s is ':\.reality with "f.hichwe
hnvo to cope, but it does not mc~n thnt people will ~tay in the
towns, about h~lf of the interviewed had plots in rural arens,
where they wnntcd to build hous6s. It is doubtful whether
this is a tr cnd , which will continue in the next arid f'oLl.ow i.ng
generations, as experience in other countries shows tho oppos-
ite flow, i.e. the older people moving from rurnl to urban
ar eas to be with their children)

This latter e.spect could prove very significant for the
long term policy. In addition, tho und er etcnd i.ng nn d desire
many of the people in the low-income groups hnve to build
hous es of their O','Hl is such as to argu e very strongly for plots
to be m rid e avai.LabLe for this purpose. Not onIy will the ah r•.-
cks and ah an t i02 be build C1n':!\'Jo..y, but it will happen in a most
unordcrly faGhion nnd be difficult Bswell ~s costly to serv-
ice or - which is the order of the day now - to remove, with a'
net loss in the housing supply and consequent rise in prices
for eccommodotions.

There are two further points to be made in this regnr-d,
When people ore asked, wh:~ they con afford to pay for a new
house, th o amount s quot ed earlier will not be enough to cover
the monthly instolments for the Coun~il Housing on a soundeco-
nomic basis. Since Council ctUlnot justify <\n economic housing
policy it meons thnt it should not build these houses, but
leave it to the individual fn.milies t.hemselves, - who, in nu-
other survey have indicated that they would much prefer s~rv-
iced plots to 60uncil housing.

..',
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a) Conclusions about
1jhe survey:
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The other point is that with wh at ovor money the Council hD.8
available it is obvious that at least twice the number of plot:
can be pr-epar-edfor prLvat e construction and thus result in
twice the number of houses thnn if Council was to build even
the most modest accommod.:ttion. Furthermore the much advocat-
ed mobilization of pr ivat e cap i,taL ·.lndenterpriso would have
0. chan ce to prove its capaci ty , - and from wh at; h ns been seen
so f ar in Hr:thrrriVnlley and Kar i.obang l, the sources are pr::!.c-
tically unlimited. The continued frustration of private ontnr-
prise under the disguise of preventing' exploitation and sub-
letting, which is not prevented nnyway, should stop. Like-
wise the advocacy of present policies on the grounds thnt
economics of scale nnd. a more uniform development is better
assured in Council projects th~n in individunl projects loses
its weight in f ac e of three .strong facts: PopuLar demand for
private projects, doubling, or more, of the number of the
houses constructcdn!ld the avo Ldanco of deficit s on the housi-
ng budget9 In short, the surV0Y indic~tes, thRt mush more
capital could be generated for houai.ng if home-ownership is
implemented in nIl possible forms, including the sale of moat,
if not all, present Council housing.

The lessons to be learned from this small pilot survey
are at lCRst five:
1. The s~ple must be extended to nbout 2000 stratified
interviews to be of significnnce. !
2. Some of th o questions should be dropped GIld others simpl-

ified, a few added.
3. The definition of savings should possibly be simplified.
4. More c<U'c should be exccrcised by interviewers by cross

checking information on' th e spot.
5. On the housing question, it should be clear how many would

actua.l Ly prefer a house, and hO?1 they would go about con a-
tructing it.

co nt d ,
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c orrc d-

As far as the conclusions ore concerned there are a few,
which, in spite of the om al.Lness of the s amp'le , can still be
dr-awn :

1. The typic~l income of the sample ·is she 150/- per month.
Average is she 272/- and the r~nge from she 0 - 900/-.

2. Officio.lly unemployment is common (about 409~) but only
two farnilies repo r t "no income ". This c an oni} be expl-
ained by various kinds of illegnl employment and by sub-
letting.

3. House-ownership is clnimed by 35%, but up to 50% income
group own houses, becau ee many of them hav e to rely on
oub L e t t ing zmd oouLd o t norw Lue not afford ren tad o.ccomrno-
dat ions.

4. Those renting accommod~tions pay on the average 17% of their
.inCOI:1Cill rent ranging from 35% in the lowest income
group down to 6% in the she 700-900/- per month group.

5 • When asked what they could offord for acco~modations of
their choice, provided they could get them, th0 nverage
went from 17% to 21%.

6. When nsked whnt they cou~d afford for a houde .of .bheir own
the ,....nsw ers cam e to 25;0 0 f income on the av erag e , The rise
b eing influenced arn i nl.y by large Lncr eas es in the higher
of the low-income groups.

7. Pr~cticnlly 0.11 00uld J.ike their own houses. Preferab-
ly a stone house, however, people with very low incom~
prefer timber houses to "mud and wattle", perhaps rel}.liz-
ing that they could not ~fford ~ stone house.

8 •. 75% volunteered Golf-help at an av crag e of 15 hours per
week. If this WOG utilized it could cut the cost of a
modest hou se by 69b.

9. Low income fnmilies do save. It is on the order of 6% of
income ranging from 3% to 13% depending on income group
(lowest save lessl

10. In addition to savings the great majorIty also tr:msfer
monoy to p<1rents and rel."ltiveson the order of 10% of income.

contd.
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contd.
11. 33% made regular investments in land, primarily, and in

businesses. Most of these were from the middle groups
earning sh , .300 - 600/- per mo nth ,

12. It is evident that the very low ~ncome groups do not en-
gage much in H.P. arrangements or have much to do with
financial institutions. But as they srtve and as they also
hn.ve to borrow from time to time, Savings and GJ;edit
Societies seems to be the best suited institutions for
them. Bonks are far from t.hoir place of work and living
and would probably not extend Lo ans to them -::.nyw<:1.y.

13. More money will be oaved and progressively GO as incomes
are raised. More people with very low inc6mes will move
into the city. By providi~E them with a house they will
not be better off socially, but it will mnke them direct-
ly involved in capitnl formation.

14. Since public authorities can obviously not provide them
all with housing 0nd since they are rtble and willing to do
their own constructicn public funds should be used for
m nk i.ng plots available. It wo uLd result in more than
twice &s many dwellings th~n at present being provided.

15. It would give rise to speculation and exploitation, but
that goes on any'uay. The only \'layto effectively control
that, is by increasing supply relative to deman.

N.O. Jorgensen
26 - 2 - 1969

. J
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APPENDIX II

LIST OF OCCUPATIONS
A.D. Officer
Aychs
Barm~,id
Businessmen
Businesswomen
Cnrpenters
CI ean ez-
Clerl;
Cook
Control Officer
Cultiv~tor
Dobis
Drivers
Engineers
L",bourers
Le ga'L Assistnnt
Hason
Mnssengers
Mnchine Operntors
Mecho..nic
Petrol Attendant
Police CorporCll
Sr.Le srnan
Sh<>.mbnBoy
Sp.:mer Boy
S't ewrrr d
Shop Assistnnt
Tailor
Tyrcs Exwniner
Typist
Wo.tchmen
Vl<\iter

1
7
1
6
9
2
1
1

-',;

1
1
1
2
2
2
6
1,...
2
5
1
1
1
1
1
1
1
1
1
1
1
2
1

In 0.11there ~'e:-
32 Wage-Earners
16 Self-Employed People
20 Unemplt)yed People = 40%
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