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FTIJA~CING OF HOUSING IN KENYA.
some maior issues.--------~-.--

..~

The ~urpose of this p~per is to outline briefly some
of t n o char-ac t crLst Lc :pro'o:J..eme of cap i.t a), f orm at i.or. in t h e
hcu c i n g s ec t or of the ::<onY:l ecoriomy , By ~3U0:;est.il1g ';;hr..t :"s
involved in these problems, it is int~nded not only to cre~te
a bo s i.e for c.c c i s iori -:md po Ld.c y -mak Ln g , but, by u[iinr, f:>.cts
and fiBUrCG from t h e present s i.t u at Lon in Keriya , o.l[iO to
S1J.CCest vlh.:"t th e policy should be. As t h.i s is obviously an
o.mbitious verrt ur o , the ac t uaL t:lobili:;:etioll of cnpitn.l for
il!lpJ.Gmenta:i;icln of this policy will be d e s cr Lb cd in d et rd.L in
papers to folloH.

The productivity of
investment in housing. It :l1; t.aken for grant ed that ccon omi.c growth .";1.tt n e

rate of 6~f p(;r annum as sot forth in the "De vc Lo nmorrt Pl<l::l
1966-70 It i; desired an d tn<lt funds u s ed for hou~in.; ch ou Ld
not only support this goal but be an .i.ns t r-umcrrt , - ::':>,sr,hc1)s

J -' ·L~•..I.·~0 ..
the 1)10St important - in t r an sf or-mLng e con orm.c grov;t::;. t~ill.Gible
irr!!)rovemcnts fo:(' the p cop.l o , 'I'he latter point ha s ·!.'ide
public s uppo.r t , hut vhcn it comes to the o.llcc~tion of
public funds, it is often argued that investment in houGin3
is unproductive and therefore docs not add to 0cononic Bro~th.

I

'I'ho u gh rc s eaz-ch in this field h as not 8.S yet or-cu gh t
out qu.mtif:L::u ri~latj.onships b otw ocn the amoun t of JI011o:~y
invested in houGing and the productiv~ty of the labour force,
it is c Le nr t hn t t.h er e are definite po s i t i.v e c or-r e.Lzrt i.ons
b otw e cn h oaLth an d social ct ab i.Ld t y on the one h an d arid the
quality of ho u s i.ng on the other. Health arid so c i.a.L st ~~bili ~y
ar e un qu cct Lon ab Ly two of the r.w.jor contributors to incre.::ls3d
pz-odu c t i.v i.t y , Tv.:o other points must be rrad e in th i s r c s p oc t •

. Fd.r s t , th o s f f ec t on pr odu ct i.vd t.y is mu cr. higher at the lor;er
end of Ln ccn.e .sCCW.8S t han at the h i gh cr- i.e. for Lcw=co s t.
hou s i.n g t h ar. fer h i.gh-vco s t , Se~ondly, t r.o higher the 1 "/oour
content 01' cLYJ.Y IJl.lrti01.i.lnr pr odu ct Lcn the biGger, consequently,
th o 0":10C-C (II .unpr ov ad nouc tn g on pr-o du c t.Lvi t y , .. '. ...:;
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Both of these conditions ~ro prevalent in Kenya tod~y to
such an extent t~,~.\t t.hc r e is a s t o orig cac e for chcrm c Ld.n g
funds into hou s i.ng , es;c,::!ci.:lly Low=c o c t h o u a i.n g , >4< 'rho
question is how m~ch?

The "DeveLopmcrrt P'l an " sets the need :or hou s i.ng ["t a
rOUGh 7,600 units in the ur bc n ar oas of Kenya ( the .r-ur e.I need
is csti~ated GO thrEc times ~s hieh, but may bo cloG8r to five
t· ..,.) "'L"'" T':"",,,,,,,,, f o r ur c an 11 u",-inrr'; if ,t'"l!i.c;",. , ...\.: ~-'-I,.,lL" .•. ~ ~'~J. 0 .~_ Ltc:> ",s, 1 .,,\ll.'! nln;,
und or= s t at Lng tho r o a.L n c o d, because in Naa.r ob L ~lon::: the
nead is estimatod at 5000 units per yGr~ up to 1570. These
figurus for 'need' noad to bo invaGti~nted furth~r esp0ci~11y
in regard to income di s t r Lbu t Lon as that ','Jill h:\V8 i:.l. ~.1Gjor
Lmpac t on t h o type arid t h er eby tho cost of ho u s e s , wi Lch are
D.C t u aLLy n e od od •

In ecollomic terms lInced" is not DS mc."..ninsful as
"d cman d !", Bt:.~~ to ah ow t.h at there is e.Lso a dv::r:.o.d f::>r housing
suffic e it to S.3..y th.rt as long as a hcu s e cos t Lng She , 1),000/-
to build today brings in OV8", Shr5,OOO/- in rent not i.,). 30% +,
then there is cLe ar-Ly a d i s equ i.L'i br Luu, OOCC'lUSO it mc nn s th,~.t
a safe invGstment, which oven h~s capital 0ppreciation
possibilities is payed off in less th2t thr0c ye~rG, which is
fe.r better t har s";,r.1ilox· s afo Lnvo s tn or.t s , for whi c h on o c cri

b oz-r-ow mc n cy i.'-, the 0PC'l'l. m,:Lrk\.;:tat '"10]) .• Un I'o r t un a t o Ly , hOL'! '.,)VC:::' ,
th o n c most in r.o o d of Low= c o c t housinc c arm o t b or-z-ow. at ti:Lis
r-rrt o in th e opun 1:1~.\rl~0t, - if a t 1:lll. It is th er c f o r e .t.hn t
publ ic funds ar.ou Ld be chann eLe d into this kind. of h ou a Ln g
with pr o f o r nnc o over ~l'Ly o t.h e r t y p o of housing. In nom.Ln a L
t.er-n s t he fig11r'e is ar r I v cd ,,,t by rnuLt:LplyinC: the nuub or of
units needed by Shs.8,ooo/-. il~ this h; ca.LcuLrrt cd to be the
cost of .:'.,rC;l.son,:.~)lc dw c Ll. i.ng Ln c Lud Ln g services.

It should be mentioned Qlso that the construction
industry Lt s e Lf h as .:1 high Labo ur- co nt.on t and would therefore
b en e f Lf par t Lcu Lar Ly just like the economy as a whole by
increo.scd efficiency of labour.

* For the pur po s e of this p ap ez- Low= co s t mean s Shs.3,OOO/-
to Shs.10,ODO/.·.

l 2.



~,

To ac h.i e v e thil;, "::<3pcci:-.-lly within co n s t r uc t ion Lndu s t r y , th 0

p l e c c-work and Lncen t tivc e ch ern es cr e noS obvious «s th c b cn c ra t s
of economies 0: scale.

L.'"l·oour and other
capacity proble~s: I-hving <1:::' f,uod for Lnc r ons cd of f i.c iency t hr-ou gh '0 c t tor

ho~sing and pointed especiqlly to the construction industry,
which h a s ,:1 high Lnbo ur rntio it is only fni~ to n.dmit t hs t
the pr ec errt situ.~ltio;:-" in Kcny a is on o with full -if not
ovcr=-u t a.Ld.z o.t Lon of c ap nci.t y with l:t d r ne t. i.c dr-o p in efficiency
l:tS n r0sult. Thoro is no need hore to quote the cIGar
:i.nJic.:!,tiO::1S of this, whic~ are .:..pp::'..r,o:ntin the sharp pr i.c e i,
increases for prnctic~lly all items used in the in~ustry~ with
10bour in the Le nd ,

'I'h i s c;:..tubtj.on is no'td i f f Lc u l t to cxp Lu.i.n , 'I'h c r o has
been 8. def Ln i t o sLur.ip in the cons t r-uct Lon i;:-lcl',).stry cinco 1;60
due to uncertainties "bout the f'u ture '"lfter in(lepC:ll:t12!'t:::0nr d
tho simul t .qYlCI)U S exodus 0 f As i"n.s "'.ncJ. Eur op ean s • r~h is 1-:.s t. cd
up to 1965, when a d0finitc boom stnrtad. It is Q n~tur~l
phenomenon t~nt it takes ti~G for a c~pitol-henvy indu~try to
actjust after a period of depressionl but in this c~sc it w~s a
l"bour henvy industry; ho~cvcr, the uxodus h~d hit the industry
di:::'ectly as 98% of t~c const:::,uction ~orkers were Asi~nc. Due
to the slump no n8W craftsmen wera trnined and tho capitnl-hcnvy
supply .i.ndu s t r Le s ( rn ot .'11-':10 r k s , t ir:lb ;~r Lndus t r y , t r-r.ns pcr-t at ion
o qu i.pm cu t , c c m.an t and b.'l~.l;lSt) ::Ir(~ still nd ju a t Ln g ,

A sepur at e study of these ca:Jncity problem:; iE~ pr·:;;3·2r..tly
oi';ing c·::trric.cl out .3.t th e Tn et i.t.u t c of De ve Lo p-ncnt .stu(~ivs (c'.;
Uni.v er s i t y College Ihirobi, and w i th t h c r osu.Lt s c:; t ha t st udy
r).'.r,'1ilnbl() it will b e i32,.f<~rto [;Ue;fSoI3t solutions. For tho tir!ie
being a few generr:>.l solutions SC:81:1 cLe ar Ly indicr..tecl:

Thc.lEernploYI1·::m t r at l~ amo ng.: unr.;kill eO. wo rx er s
especially in the ur·'J2.n'l.,':"0['..s is hig!l, V!LOr8.c',~; sk f.Ll ed an d
sC!.li-skillcd m?.'1})owcr is in more or Le s s sho r t eu pp Ly , - the
shorter the hi~her s~illcd. In the construction ~ndustry even
semi-skilled ~re in decand , it see~s, thOUGh this mny very
likely turn out to be due to monopolizing within the industry.
One con~lusion,
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how ov er , nurrt ~JC for n. simplifie~ltion of dcsi[sn ,~!d C0:~lp()ncnt.::;
on t ho ono han d an d large 0Sto..tc-tyP() bu i.Ldi.n g pro:sr:crr.::lus
en t}1C o t hcr , 'Hh81"'G 8. fcvj skilled pCrSG;lS can ,5Ul)c:~v'i[;c
r.~(u1Y un sk LL'.e d • If t h i s r:)CAnG t ha t loeol ,:'\.uthorities .nu s t
ac t aD con t rvc t or a , t h cn b o it so, but not w i t.hcut ho.v i.n g
o..dvertisod .~or tendars.

OnLy pulTlic b od i.e s c an elim:i.rJ.;'..tu the pro bLen of
avail~blc ll:1d, but this docs not soom to be n pressing
pr ob Lo:n as much "..3 t ha t of pr ova di.n g building m.rt er i aLa ,
As fnr as tjis is not a M~npower probleM eapit~l
formation will, over time, help solve th~t problem. The
Gov0rn~cnt ~nn assist in this as is explained in relation
to housing in a latar section of tho pnper.

Tho cf f cct on thc B"-tl8.1lc\)
of Paym cnt s of r-o s i.d cn t Ln),
construction: TLc arGument ~hat invcRtrncnts in housing ~dvcrsoly

af f e c t a tl>3 be.l.?.l1ce of paym cn t s is tr-u e in t ho e cnac th rrt
r-e l at Lve to the: qua Li.t y of ho u s e s it h as :-'.large c
im,!lort cont cn t :::.r.cl UO'8S !J.0t c.r ont e ::.nynovl ',)/:porte:, nor
<.10c;8 it t5u:-:stitut\.! ot hcr :i.mport.s. 'I'h i.s io ::!Gr~in .::~t.:;hcrt
[;ightcrl t1..r;;;U!rl(]r.t. 'I'o tI18 0XtC'11t th.:tt }10UEiiTlg mak o s tl.

s'n."..ller co r.t r Lbu t Lcn to Ln cr oao od productivity ( a s pointed
out on the pr ev.i ou s paso) it n.ik es the country in qu os ti.on
marc comp et.d t i vc vi;:;-;,-vi::.; :,11 other co unt r.Lc c .::n(l t.h cr cby
t ho ba l anc o of I)~:rJCnt:'3 is Ln f'Lu cn oed f:·l.vo~lr·'.bly. ';':"Lcn
s o c La L c,~)n~~idC'r:-~ti\...)rlS-xr o t,'1:(CJ:l into {..:.CGCU71t ...: it ~:;(.:C;-i1.S

trivinl to r c r'r a i.n from investing in h:Jusi!1g f c r /cr(:::i::,n
oxc h an ge r(~,'\S(,n:s, - eSIJ8ci<:cl1y whcn hol·linlj.s of f'o r oi.gn
cur r oney i:~ .sUIfie ient. In Kcnya , fi.J.rtn\~r!ilor\) \ the;
c8s')r.ticll bui1ciinL; m.:ltc:ri::~ls cr c r c ad i.Ly .'l'v"'·'..:i.l·"lbl,;.,\E:). for
1ow-co~t hou s.i.ng t.h e ir;tl:ort co nt ont is 1.t ,....bout 1C;~. This
dOCI:"; not i::Jply t h.•.t s t andnr-d i z rrt i on on Loc rL ;)rodlA.ctc..}
could not 'Je c~rricd ev~n further, - and should. In rospect
to 3. local pz-oduc t such ·'.'..S c emen t , an inCr8f1S8 in the local
co n s t r-uc t i on out-put v:oll.lcJ.:"dri to the efficiency in the
C8mcnt indQstry, which is aloo exporting, but not to full
capacity AS yet, consequently m~ki~e it able to inCrG~5e
exports.
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