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PREFACE

The immediate impetus for this survey was a request from the
Lord Mayor of Addis Ababa to the U.S. AID Mission in Ethiopia for
asgistance in planning and implementing housing projects for the
municipality, utilizing financing available under the AID housing
guaranty program. The Mission in turn asked the Office of Housing,
AID-Washington, to send a team to hold first-stage discussions
with the municipality and other interested parties.

An Africa-wide AID Conference on the Housing Guaranty Program
in March, 1971 brought to Addis Ababa Peter Kimm, Deputy Director
of the Office of Housing, and George Hazel, A/H regional housing
officer for Africa. They discussed the possibilities of housing
guaranty financing with AID Mission Director Roger Ernst and his
staff and with the Lord Mayor and other officials of the Munici-
pality and the Imperial Government. Also involved in the discus-
sions and assigned to complete the pre-feasibility survey and to
follow through with a written report were a team of two consultants
to the AID Office of Housing from the National League of Insured
Savings Associations. William J. Nagle had general responsibility
with Phillip Oviatt making the engineering and corstruction input.

Just prior to these discussions, final approvals were given
and ground broken for the Bole Housing Project in Addis Ababa
which will result in the building and sale of 750 homes in the
Eth$19,000 (US$7,600) (1 Eth$ = US 0.40) price range for a total
sale value of US$5,500,000. Sponsor-borrower of the Bole Homes
is Continental Ethiopia, Ltd., a private corporation. Administra-

tor for project is the Imperial Savings and Home Ownership Public
Association (ISHOPA).
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The interest of the Lofd Mayor in a new housing project to be
sponsored by the Municipality was in part stimﬁlated by the enthu-
slastic response of applicants for the Bole Homes.

The preliminary discussions with Municipal officials on a
possible new project for Addis Ababa proceeded on two assumptions:
(a) that the Municipality itself rather than a private developer
would act as sponsor; and (b) that the project would be in a price
range averaging about Eth$10,000 (or US$4,000) homes -- about half
the cost of the Bole homes.

This Pre-Investment Survey is divided into two parts. Part I
Places the survey in the context of earlier housing studies,
discusses population growth and housing needs, assesses the financial
institutions in Addis, judges the housing market, and finally dis-
cusses the institution-building requirements if the Municipality
ltself is to launch a major housing effort.

Dr. Nagle had primary responsibility for Part I and editorial
responsibility for the whole report. Part IT of the Survey deals
with the technical feasibility of a housing project, including an
assessment of the capacity of the local building industry. Mr. Oviatt
had primary responsibility for Part II.

Policy guidance for the survey was provided by Peter Kimm. 1In
early interviews and information gathering considerable assistance
was received from George Hazel and from the Private Enterprise staff
of the U.S. AID Mission, Eugene Sullivan and Malcolm Novins. To
facilitate further work on this or other housing projects in Ethiopia,

all relevant studies and documents have been sent to the Office of
Housing as annexes to this report,
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SUMMARY OF FINDINGS AND RECOMMENDATIONS

Findings
Addis Ababa has had a remarkably high growth rate - with 35,000

in 1908, 400,000 in 1952 and an estimated 837,000 in 1970. The city
had an average growth rate of 7% in each of the three years prior to
1970.

Generally deplorable housing conditions affect all but the
wealthiest of its citizens: two-thirds of the 158,338 housing units
have floors of earth; 138,236 are built of chika or other imperma-
nent material; only 6% have piped water, and only 8,888 of the
158,338 have flush toilets. More than half the population 1live in
semi-permanent or improvised housing.

Those citizens of the Capital needing better housing clearly
include many people with regular salaries who would be both willing
and able to take on a long-term house mortgage.

The lack of mortgage money and the restrictive financial prac-
tices in effect in obtaining a mortgage constitute the biggest bar-
riers facing the middle-level salary earner in cbtaining a house.
The Savings and Mortgage Corporation requires 200% collateral for a
US$8,000 loan at 9%% interest for a period limited to five years.

The other financial institute making house loans is the <mp2rial
Savings and Home Ownership Public Association (ISHOPA). Frem 1962
through 1970, it disbursed 193 home loans. Although it has had a
mandate to aid low and middle income households, the lack of capital
has kept its loan disbursement at a low level. 1Its recent selection
as local administrator for the Bele Homes Project will results in a

four-fold increase in ISHOPA's loan activities.
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The market for homes in the Eth$10,000 to Eth$12,000 (US$4,000
to $4,800) range is greater than any forseeable.supply. Analysis of
income levels of 86% of the regular salary earners in the City re-
veals there exists a total of at least 7,627 persons on regular
salaries of from U3$120 to $240, who could afford to buy an US$4,000
to $4,800 home on a long term mortgage. Therefore, a middle-income
housing project of 1,000 to 2,000 homes would have no difliculty
attracting qualified buyers in Addis Ababa.

Given the interest and initiative of the Lord Mayor, the Munici-
pality appears to be the best prospect for sponsor /developer of such
a project - although it does not now have the capacity to plan and
carry through the project without outside assistance.

Although no land has been yet put aside for a housing project,
it could be made available in any area of Addis Ababa. The area
with the best prospects is in the south-eastern section of the City.

Conventional building materials are in sufficient supply to
accommodate the needs of a housing project.

The quality of the labor force is low, but both unskilled and
semi-skilled help is readily available.

Best available estimates of total costs of constructions of
housing range between Eth$130 to $180 (US$52 to $72) per square
meter, including land and urbanization.

Expatriate companies dominate the construction industry in
Ethiopia; the lack of capital and equipment pose great obstacles

to use of Ethiopian builders as prime contractors.



Recommendations.

We recommend: -

1) That AID proceed immediately with the development of a
second housing quaranty program in Addis Ababa with the Municipality
serving as sponsor/developer. |

2) That in preparation for such action, AID inform the Munici-
pality that it will entertain a proposal for technical assistance to
assist in meking necessary plans and proposals for a full scale hous-
ing project - and in the process give institutional help in creating
a Municipal Housing Office.

3) That early in the planning process, AID encourage the
Municipality to develop accurate cost figures that will prove the
feasibility of large scale projects of from Eth$7,000 to $12,000
(Us$2,800 to $4,800).

4) That if AID were to choose a single financial institution
for any new housing project in Addis Ababa, it be the Imperial Sav-
ings and Home Ownership Public Association (ISHOPA).

5) That AID consider a joint venture that would involve both
ISHOPA and the Savings and Mortgage Corporation (SMC).

6) That AID explore Fully the suggestion of AID Mission
Director Roger Ernst to seek some of the mortgage financing from
local banks, thus insuring a local financial stake in the project
ard involving even more institutions than SMC and ISHOPA.

7) That given AID's role in helping to bring ISHOPA into
existence and ISHOPA's present problem of inadequate capitalization,
AID now consider giving a housing guaranty loan of $1,000,000 (US)
directly to ISHOPA, thus providing seed capital to house mortgage

applicants not connected with Bole or any new project.
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8) That the support and cooperation of both the Planning Com-
migsion and the Department of Housing of the Ministry of Public Works
be insured before approving any formal proposal of the Municipality.

9) That AID consider directing part of the housing guaranty
funds to the Ministry of Public Works for projects outside Addis
Ababa which might be jointly sponsored by the Ministry and a given
Municipality.

10) And finally, that the Office of Housing send a representa-
tive to the UN Centre in New York,

a) to gain an understanding of UN activity and priorities

regarding housing in Ethiopia,

b) to elicit opinions on the feasibility of a project in

Addis Ababa, |
c) to insure an open exchange of information between the

UN and AID's Office of Housing.



PART T

HOUSING NEEDS, FINANCIAL INSTITUTIONS,
AND HOUSING MARKET

A. Ethiopia's Population Growth and National Housing N2eds

The country's total population is estimated at 24.9 million in
January, 1971. A national sample survey, completed in 1967, esti-
mated the January, 1967 figure at 22,591,000.

With a yearly growth rate of almost 2.5% and using the estimate
for 1967 as a base, the population will reach 27.6 million in 1975,
31.4 million in 1980 and will double in 26-27 years. The urban
population is increasing by 6.5% yearly of which 4% is due to im-
migration of people from rural areas. The urban population will
double in 11 years and it will constitute about 147 of the totasl
population by 1980. The Statistical Office of ECA estimates a
1991 population of 41,108,000,

In the period 1970-73, about 31.77% of the new population
increase will reside in urban areas, and this percentage will rise
to 40.3% during 1973-79.

Five thousand units per year, plus infrastructure, are needed
to reduce over-crowding and.eliminate sub-standard housing within
30 years.1

A UN Housing Mission in 1968 estimated urban housing needs due
to population increase only as 25,641 in 1968; 25,641 in 1969;
28,490 in 1970; 28,490 in 1971; and 31,339 in 1972.

Ethiopia's third Five-Year Plan (1968-1972) has projected a 6%
economic growth; it has also proposed that housing must account for

18.3% of all investment. It is significant that the Plan proposes



that the brivate sector carry the major burden of housing finance, to
the tune of 967 of all required funds.

Unfortunately, capital now available for housing goes into lux-
ury houses or into chika (stucco and mud or wattle and daub) houses.
The villas use high amounts of imported material and house relatively
few families. The chika houses result in slum-like conditions. Both

kinds are usually rented at exorbitant rates.2

B. Population Growth of Addis Ababa.

The following Table shows an estimatedAddis population for Sep-
tember 1970 of 837,000 reflecting a 7% yearly growth rate over the
previous three years.

TABLE 1

Population and Growth Rates
Addis Ababa3

Population: September, 1967: 683,530

Male: 337,350
Female: 346;180
Yearly Increacze

Immigraticn (gress) 5.6%
Birth Rate 4.3%
Gross Increase 9.9%
Emigration 1.0%
Death Rate 1.9 - 2.0%
Net Decrease 2.9 - 3.07
Net Increase (growth rate) about 77

Population Estimate: September, 1970: 837,000

The capital had a remarkably high growth rate. Census estimates
showed 35,000 in 1908, 70,000 in 1928, 105,000 in 1938, 400,000 in
1952 and 449,000 in 1961. It is now the largest city in Africa
between Cairo and Johannesberg, and the fifth ranking in population
of all African cities.



c. Housing Needs in Addié Ababa

The need for better housing for the citizens of addis Ababa igs
obvious to the most casual tourist who would spend an hour walking
the city's streets. The city's most serious lack is an adequate
- infrastructure. A metropolis of 700,000 without a safe piped water
supply and without a sewer system is a city in constant dread of
outbreaks of cholera, typhoid and diarrhea. Of 150,338 housing
units in Addis Ababa, only 9,390 (or 6%) have water piped to them.
Only 25,438 have private toilets and of these, only 8,888 have
flush toilets as distinct from pit or bucket. These statistics
loom larger in importance if one follows the lead of the United

Nations Statistical Indicators cf Housing Conditions in using the

percentage of housing units with toilet facilities as key measure of
the standard of living. It asserts that in urban areas the only
acceptable kind of toilet is a flush type with conractions to a
comaunal sewage disposal system.

The UN study considers such facilities on a par with a piped
water supply in the prevention of communicable diseases.

Other statistics from a survey of Addis Ababa’ fill out the
plcture of generally deplorable housing conditions in the Capital
City that affect all but the wealthiest of its citizens.

Of the city's 150,338 housing units,

== only 10,447 are built of brick., stone or wood. The remain-
ing 138,236 are of chika or other impermanent construction;

-- 101,226 (or about 2/3) have floors of earth;

== only 362 have a telephone, but 50,890 have a radio and
127,798 have electricity.
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More than half the population (or 315,308) live in semi-
permanent or improvised housing. Of thése, 79,037 live in one-
room dwellings and 218,943 live in one or two réom dwellings.

A surpfisingly large number of people in Addis Ababa at all
income levels rent rather than own the homes in which they reside.
Those residents living in.rentals total 335,210 as against 223,991
living in homes owned by themselves or other occupants.5 of 4,585
housing units built in the 12-month period before the survey was
taken, only 1,402 were cited as '"owner occupied.!" One banker
explained that many persons who build rent out their homes for at
least the period of the mortgage (i.e., usually three to five years).

In assessing housing needs in Addis Ababa, one is struck by the
fact that those citizens needing better housing clearly include many
people with regular salaries who would be both willing and able of
taking on a long-term house mortgage. A more detailed account cf
the "market'" i1s made in a later section. Suffice it here to point
out that of salary figures known and available, one finds 12,897
employees of the government, of government-relatad enterprises and
of 304 private establishments who earn monthly salaries of Eth$300
(Us$120) or above.6 Given known facts about present housing condi-
tions,7 one safely concludes that a sizable portion of this salary
group are dissatisfied with their present housing arrangements.

It is, of course, the regular salary earner who can afford a
mortgage who is most likely to be helped by the Housing Guaranty
Program. Given the nature of the program, any pre-investment survey
that is to be useful must focus on him and on his needs.

The biggest barrier facing the middle-level salary earner in
acquiring a house is restrictive practices in effect in obtaining

a mortgage loan. As one observer put it, 'the private sector is not



adequately organized to provide the funds for the majority of
families which need them the most; that is, the low and middle

income families. And even if part of the private funds were avail-
able for these families, there are inadequate channels and facilities
for transmitting these funds to them."® It would be well then to
discuss the financial institutions of Addis Ababa before proceeding

to a discussion of the housing market.

D. Financial Institutions
There are only two financiai\institutlons in the City that make

loans secured by residential prOperty.9

They are the Savings and
Mortgage Corporation of Ethiopia (SMC) and the Imperial Savings and

Home Ownership Public Association (ISHOPA).

1. Savings and Mcrtgage Corporation (SMC): The SMC 1s a

wholly-owned subsidiary of The Commercial Bank of Ethiopia. When
formed in 1965, it took over that part of tha mortgage activity

of the bank that operated in Addis Ababa and Asmara. It presently
has 6,000 loans outstanding. The average home loan is for Eth$20,000
(Us$8,000). According to SMC's General Manager, it has made some 250
loans for houses in the Eth$10,000 to Eth$15,000 (US$4,000 to 56 000)
category. He explained, however, they have relatively few loans at
the Eth$10,000 level or below 'because the pariod of the loans 1is

for only five years, making the monthly payment about Eth$250.
(US$100)."10 A 1loan for an Eth$20,000 (US$8.000) house requires

200% collateral. Interest rates are 9 to 9%%.

2. Imperial Savings and Home Ownership Public Association
(ISHOPA) : I1

Established in 1962, in part through a grant from U.,S. AID, 1SHOPA



was to encourage savings apd provide mortgage loans to home builders.
It is modelled on the mutual type of savings and loan association
common to the U.S., except that it is basically a public rather than
a private institution. ISHOPA has operated at a loss since its
beginning and about one-fifth of its original capital has been dis-
sipated. From 1962 through 1970, ISHOPA disbursed 193 homa loans.
ISHOPA's effort to fulfill its mandate to aid low and middle income
households led it to offer loans at maximum terms allowable by lsw,
The fact that its available funds could meet only a very few of
qualified applicants resulted in long waiting lists, long intervals
between submission of a loan application and the disbursement of a
loan, and some loss of credibility.12
ISHOPA hit a low in late 1968 when rising interest rates
caused a drain on savings accounts and forced new lending to come
to a halt. ISHOPA made but one lcan in the 1968-69 reporting
period. 1ISHOPA's then managing director was quoted by the

Ethiopian Herald on September 7, 1968 (under a headline, "ISHOPA

May Close Down') as saying: ''There are only three alternatives:
change the Association charter to give it greater flexibility in
setting interest rates according to prevailing conditions in the
money markets; accept government subsidies to prcvide capital for
making low-cost loans and make up for losses; cr finslly, go out
of business entirely."

A month later the Association's Geneéal Manager resigned and
ISHOPA's future looked very dim. Matters took a decidad up-turn
with the appointment early in 1969 of Ato Gebretsadik Woldeyesus
as General Manager, and in June of 1969 when the government elimi-

nated the 67 rate ceiling on new loans. Probibly the strcngest
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single boost for ISHOPA came with its selection as local adminig-
trator for'the 750-unit Bole Homes Project, with the mortgage money
provided by U.S. investors and guaranteed by the U.S. Government
under AID's Housing Guaranty Program. It will result in a four-
fold increase in ISHOPA's loan activity. The Association received
over 2,000 applications (and as part of 1its promotion, a similar
number of new savings accounts) in the first 25 days after the pro-
ject was announced.

At this writing, Paul Westerfield, a consultant to AID's office
of Housing from the National League of Insured Savings Association,
is slated to spend the month of April, 1971 at ISHOPA to give guid-
ance on the organization's role as administrator of the Bole Project
and to suggest ways of expanding its savings operations, and to

assess ISHOPA's potential with regard to other housing projects.

3. Assessment: If AID were to choose a single financial

institution as local administrator of any new housing prcject for
Addis Ababa, it should probably be ISHOPA. 1In a real sensa, ISHOPA,
because of its initial funding, is a creature of AID. There i< no
question that ISHOPA's present role as administratsr of the Bole
project has provided a tremendous boost to it 3s a financial institu-
tion. By the time a decision on a new project were reached, ISHOPA
would have had sufficient experience on the Bole prcject that a valid
Judgment could be méde of its performance. The only hesitation the
writer has now in making an unqualified recommendation in favor of
ISHOPA derives from doubt about ISHOPA's ability to expand rapidly
enough to accommodate another large loan project. Part of the

needed expansion is in rapid growth of its savings deposits.....to



keep its savings in some proportionate relationship to its lecan
activity. Current plans for technical assistance to ISHOPA,
through the National League'of Insured Savings Associations, will
give ample opportunity to assess both its present and potential
capability. One might add that ISHOPA, unlike SMC, has at least
tried to concentrate its mortgage activity on middle if not low
income purchasers. It would seem only fair that if a project aimed
at middle to low-middle income people were to be launched in Addis
Ababa, that ISHOPA be given every opportunity to participate.
However, a large, 1,000 to 2,000 unit housing project in the
Capital might provide the kind of incentive that could bring about
change in the direction and emphasis of the Savings and Mortgage
Corporation (SMC). Consideration might be given to a joint venture
which would involve both SMC and ISHOPA in project administration
and which might involve both the Commercial Bank and the Addis
Ababa Bank in some part of the financing. At this writing, given
the long development time needed for any new projezct, there appears
to be no advantage in making any advance commitment to ISHOPA zr to
any other financial institution on its possible role in any new
housing program. It would be to ISHOPA's benefit if AID clearly
Indicated that a decision on any future role was in large part
dependent on ISHOPA's performance with the Bole project and on its
success in becoming a viable savings institution. Finally, AID
might consider giving a housing quaranty loan of $1,000,000 directly
to ISHOPA. It would serve as seed capital to finance applicants not

connected with Bole or any new project,



E. Housing Market in Addis Ababa:

This report, in Section 'D' above, has stressed the very
obvious need for better housing for all but the wealthiest of
the citizens of Addis Ababa. For purposes of this survey, it
focused in especial on the housing needs of those in the monthly
salary range of Eth$300 to Eth$600 (US$120 - $240); that is, on
those regular earners who could afford mortgage payments on a

house in the Eth$10,000 to Eth$12,000 range. (US$4,000 - $4,800).

1. Analysis: This market analysis is based in large part
on two key tables that appear in Appendix 'E'. Table 1 reflects
salaries paid in Addis Ababa to the 17,287 employees of the
Central Government and the Municlipality as well as to 13,829
employees of so-called autonomous authorities.l3 Table 2, which
was prepared especially for this study by the Manpower Research
and Statistics Section of the Ministry of National Community
Development, gives the salary range for 4,707 employees of 304
private establishments in Addis Ababa. The three figures, total-
ing 35,823 comprise 867 of the regular salary earners in Addis
Ababa, 14

Extracting from these two tables, the number in the Eth$300
to Eth$600 (US$120 - $240) salary ranges, one finds 2,658 (or
15.4%) of the government work force; 3,052 (or 22.1%) of the em-
ployees of the autonomous authorities; and 1,917 (or 41%) of the
employees of the 304 private establishments. There are, tharefore,
a total of at least 7,627 persons on regular salaries of from
Eth$300 to Eth$600 who could afford to buy an Eth$10,000 to
Eth$12,000 home on a long-term mortgage.
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The experience of ISHOPA in the 25-day.period in which it
opened applications for the Bole Project gives added proof for the
contention that the market for homes in the Eth$10,000 to Eth$12,000
range is greater than any forseeable supply. Table 3 of Appendix
'E' provides a summary statement on the 2,160 applicants for the
720 Eth$20,000 (US$8,000) homes. Of 1,232 who completed mortgage
loan forms, 339 earned less than Eth$400 (US$160) per month.
According to ISHOPA's General Manager, most of these could easily
qualify for homes at the Eth$10,000-$12,000 range.ls

2. Assessment: Analysis of the salary tables and of

ISHOPA's experience leads to the clear conclusion that a middle-
income housing project of 1,000 to 2,000 homes would have no dif-
ficulty in attracting qualified buyers in Addis Ababa.

One additional comment on the market analysis: It was the
unanimous opinion of everyone interviewed on the subject that a
person making as little as Eth$300 (US$120) in a monthly salary
could afford a mortgage payment of more than one-fourth his salary.
The argument was that most of these people had other inccme. Vice-
Mayor Abdella estimated that at least 80% of such salaried employzes
of the government owned some land in rural areas from which they
received some financial return or at least shares of the grain snd

other products.

F. Municipality as a Sponsor: A Problem in Institution Building

If orie aim of the Housing Investment Guaranty Program 1s hous -
ing projects, an equally important goal is the building of 'permanent
financial institutions that would attract local savings to meet hous -

ing needs." With the prospect of the Municipality of Addis Ababa
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becoming the sponsor/developer of a major housing project, AID/AH
must extend its institution building aim beyond the financial insti-
tutions to public entities such as the Municipality.

At this time a large-scale housing project for Addis Ababa must
be regarded as little more than a gleam in the eye of the Lord Mayor.
Prolonged discussions with the Vice-Mayors, with the city architects
and other officials of the city's planning office led to the clear
conclusion that no realistic prior plans were afoot to launch a
major housing effort. The stimulus for the Lord Mayor's query to
AID was the seeming success of ISHOPA in attracting applicants for
the Bole Project. The Lord Mayor's reasoning, according to his sub-
ordinates, was that 1f AID could assist in overcoming the major
obstacle of mortgage financing, such a project would prove feasible.
His interest in housing is quite consistent with his earlier efforts
as Minister of Public Works of the Imperial Ethiopian Government
In thét period, his concern over housing as a major national problem
resulted in many of the initiatives that led to the establishment of
a National Housing Office. The fact that national priorities regsrd-
ing housing do not seem to find adequate reflection in the Imperiil
Government's current budget is additional reason for the Lord Mayor
to take some initiatives for Addis Ababa on his own and to seek out-
side assistance. His own background as an engineering graduate of
Carnegie Tech adds both to his familiarity with and acceptance of
assistance from U.S, sources.

From AID's viewpoint, the Mayor's interest can be seen as a
good example of the catalytic and initiatory role played by the

very existence of the Housing Guaranty Program.
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The discussions, however, revealed that the Municipality 1is
not ready at this time to make a formal proposal for such a project.
The initial discussions with the Lord Mayor seemed to indicate that
the Municipality had a definite plot of land which it was earmarking
for a housing project. Later and more pointed questioning revealed
that no such '"public" land was available for that purpose and no
decision at all had been made on the location. It also became more
obvious that a presumption of the earlier discussions - that a pro-
ject of Eth$10,000 (US$4,000) homes was a feasible aim - did not
have basis in facts known with any certainty by the Municipality.
This is not to deny the feasibility of houses in such a price range,
only to say that at this writing the feasibility needs to be proven.
Vice-Mayor Abdella said he hoped if AID found an Eth$10,000
(US$4,000) house was not feasible, it would still consider a pro-
ject of higher priced homes. The Vice-Mayor indicated that the
Municipality was ready to create a position of Municipal Housing
Manager if AID decided on housing guaranty.

What seems clear is that the Municipality presently lacks the
capability of making a detailed proposal and of carrying through 2
major project. There is no question of the need for such a project
and of the ability of thousands of the Capital's residents to buy
such houses. The Lord Mayor's own statements are proof that the
spirit is indeed willing, but in this writer's opinion the Municipal-
ity's administrative and technical flesh is too weak without outside
assistance.

Our recommendation to AID/AH is that if it wishes to proceed on
a new housing guaranty program, it should be prepared to obtain for

the Municipality the kind of technical assistance necessary to
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establish a housing office whose first task might be to undertake

the extensive planning necessary for such a major project.

G. Ministry of Public Works.

Further steps in AID involvement in any new project in Ethiopia
should begin with an understan&ing of the present role and the plans
of the Housing Department of the Ministry of Public Works. The
Ministry has responsibility for housing projects throughout Ethiopia,
including Addis Ababa. In practice, this Ministry, like many of the
others, appears to concentrate its attention on areas outside the
Capital. Nonetheless, the support of the Ministry (and of the
National Planning Commission) will be crucial to the success of any
large scale project in Addis Ababa. For example, it would be highly
doubtful if any new housing guaranty program would receive the gua:-
anty of the Imperial Ethiopian Government were the support for it
not strong from both the Planning Commission and the Ministry of
Public Works.

The history of the Department of Housing to date comprises alse
a history of United Nations' involvement in Ethiopian housing prob-
lems. Therefore, this section also discusses the UN role in current
requests for assistance for housing and community facilities in the
port-city of Assab and in the fast-growing city of Debre Zeit, which

is near the Capital..

1. Background

The Kolfe Low Cost Housing Project grew out of a proposal made
by the Ethio-Swedish Institute of Building Technology in 1961 for
setting up an international exhibition of low-cost housing. The

exhibition was to take place in October, 1962 under the joint
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auspices of the Institute and the UN Economic Commissicn for Africa;
the pilot housing project was to be the main feature of the exhibi-
tion. It was subsequently decided to separate the Pilot Project
from the exhibition. It would be considered a United Nations pro-
ject in Ethiopia with Eth$1,000,000 (US$40,000) to be contributed

by each of three donors: the United Nations, the Government of
Sweden and the Municipality of Addis Ababa. Land for the project
was contributed by the Municipality. (A description of the project,
which consists of 91 homes, a community center, a health center and
a school, is included in Annex 1IV).

Ethiopia's Second Five Year Plan published in 1964 noted the
critical condition of urban housing and concluded that the Govern-
ment must give "fullest support' to the effort to improve housing.
The result was the establishment of a Department of Housing in the
Ministry of Public Works.16 It was charged to "prepare, recommend
and implement programmes for Government-Sponsored housing develop-
ments and encourage the undertaking of such programs by private
individuals and entities."

By the time Volume I of the DeLeuw-Cather study was published
in July, 1967, the Department consisted of a director "or the nucleus
of a department". Following on the DeLeuw-Cather recommendations,

the Ministry of Public Works recruited a housing advisor from Israel.

2, Current Plans

The Housing Department decided that the formulation of site
planning and housing.standards and the design and construction of
two pilot projects (one in Assab and one in Debre Zeit) should be

undertaken.
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The request to IBRD-IDA is "to assist in developing a national
urbanization project or programme by providing technical guidance Ln
conjunction with the United Nations and funds for two grecwth towns.
Assistance is specifically requested for the provision of infra-
structure and community facilities, for the expansion and strengthen-
ing of a national housing bank (ISHOPA), and for the development of
small, new building materials in industries which will supply ccm-
ponents for construction of the houses, buildings and utilities in
the two towns."

Department officials subsequently met with Housing Advisors of
the UN's Economic Commission for Africa in Addis Ababa and with the
UN's Centre for Housing, Building and Planning in New York.

The UN advisors concluded ''that if the Ethiopian Government
were to give these Pilot Projects appropriate priority, the avail-
able resources of the United Nations Development Programme for
these projects would be forthcoming." The quote is from the intro-
duction to the proposal prepared by Donald Hanson for the Ministry
of Public Works (''Request to the UN/FAO World Food Programme for
Assistance for a Self-Help Project in Ethiopia'"). It continues

"It was further recommended by the Economic Commisstion for

Africa Advisors that the two pilot projects should be large

enough to:

(a) Give answers to many of the problems of low-cost housing;

(b) Serve as a Pilot Scheme to future demand in the major

towns of Ethiopia;

(c) Serve as an example for other African countries with

similar prbblems;
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(d) Act:
(1) in the interests and priorities of the Imperial
Ethiopian Government;
(i1) in the interests and priorities of the Municipalities
of Assab and Debre Zeit;
(e) Proceed, in line with the United Nations policies, to re-

quest technical as well as financial assistance."

The Government then requested and received from the United
Nations Centre for Housing, Building and Planning the service of
Donald R. Hanson for one month in 1970 to prepare the requests to
UN institutions for financing of the projects. The twc requests,
not yet officially released, are included in Annex I of this report.

This writer finds it difficult to extract very precisely from
the rhetoric of the proposal the expected IBRD-IDA assistance., It
speaks of the 'seed" capital to be provided and "the generous loan
terms of IDA" which "will assist the Government (and both the
Municipalities of Assab and Debre Zeit) in establishing a housing
bank fund, based on the repayment of housing loan at 8% over 20
years, which will make the fund self-sufficient within 10 years."

The aim in Assab is to build 1,000 low cost houses for port
and industrial workers who will provide self-help labor and to
build community facilities and infrastructure for an area of 1,300
families.

The request to FAO's World Food Programme is for food grants
to be used as incentive and in place of daily wages for unskilled
labor on the Assab projects. (If proven successful, additional
World Food Programme requests will be made for more projects in

Assab and in other food shortage areas of Ethiopia.)
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There is no request to FAO for food grants for the Debre Zeit
project. Purpose of that Project is:

(a) to provide loans for about 200 low-income urban families
who will build low-cost houses using self-help labor;

(b) to provide loans for about 200 middle-income urban
families who will employ contractors to build the houses;

(¢) to bulld community facilities for this growth town;

(d) to provide loans for about 100 low-income rural families
in a rural village near Debre Zeit;

(e) to build community facilities for this rural residential.

area (Dankara, a satellite village of Debre Zeit.)

3. Recommendation

It is recommended that a representative of the Office of Hous-
ing visit with Donald Hanson and others at the UN Centre for Housing
in New York. The aim of such a visit should be: (a) to understand
thoroughly present UN activity and priorities regarding housing in
Ethiopia; (b) to explore areas of possible cooperation; (c) to
elicit opinions and advice on the feasibility of the project pro-
posed by the Lord Mayor of Addis Ababa; and (d) finally, to insure
that U.S. AID and the UN agencies will at least maintain an open ex-
change of information, reports, etc.

It is also recommended that early steps be taken to involve
both the Planning Commission and the Ministry of Public Works in
any further initiative regarding a new housing project for Addis
Ababa, recognizing that the full support of both agencies will be
necegsary to the success of any project involving the Municipality.

It is finally rccommended that AID consider the allocation of

part of the housing guaranty funds to the Ministry of Public Works
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for projects outside Addis Ababa. Such projects may lend themselves

to joint sponsorship by the Ministry and a given Municipality.
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PART II
TECHNICAL FEASIBILITY

A. Building Construction Industry

1. Availability and Capacity of Contractors:

In Addis Ababa, the Construction Industry is dominated by ex-
patriate owned companies. Small Ethiopian builders are responsible
for the large percentage of inexpensive home construction and operate
with little or no capital or equipment.

There are a few construction firms with European based hcme
offices. Some others are share companies with both foreign and
local ownership. Majority ownership is usually held by the foreign
partner. Management staffing is by Europeans.

Italian nationals constitute the greatest number of non-
Ethlopians occupied as builders. They have generally had more
working experience in the country, employ Italian descent technical
personnel of a high caliber to act as foremen, superintendents and
managers.

The major foreign owned companies with adequate experience and
managerial capabilities for housing projects are:

Salini Construttori (Italian)

Mantelli (Italian)

Skanska (Swedish)

Impresit-Recchi (Italian)

There are also two companies specializing in pre-fabricated
methods of construction, ECAFCO and VIBROCEMENT.
The latter company, VIBROCEMENT, does not have a present poten-

tial for turning out pre-fab components in quantity to supply a large
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housing project at the rate equal to that of using conventional
methods. 17 (See "Information from the Municipality Architect's
office," Annex IV).

ECAFCO has a present managerial ability and experience (and a
good potential for expansion) which places it in an ideal position
to act as supplier-contractor for a large housing scheme, 18

The least expensive form of construction follows conventional
methods. Italian firms long established in Addis have the best
reputations for completing work on schedule and for the overall
quality of workmanship. They have good connections in material
procurement and adequate financial backing for work they undertake,
European home-based firmg in Addis, tend to have higher over-head
costs which normally will keep them out of the more competitive
field of housing construction.

Further evaluation is being made of the capacity of Ethiopisn
contractors. Ethiopian owned sub-contracting firms would certainly
be capable of handling various phases of the work. If the Munict-
pality or other government agency assumes the position 1s spensor
(developer), it would very likely contract the work on a unit cost

basis through open bidding.

2. Present Concentration of the Building Industry:

The 750-unit Bole Housing Project, operating under AID's Hous-
ing Guaranty Program, represents the largest housing project ever
undertaken in Ethiopia. Small projects have been constructed
throughout the country for industrial, agricultural and government
workers. But the housing industry has concentrated largely on con-

struction of individual dwellings =-- either very high cost villas
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or very low cost wattle and daub type structures. The housing
industry has put little effort into housing for middle and lower-
middle income groups. Like the governmental agenciles with a re-
sponsibility for housing, the builders seem to have adopted an
apathetic attitude toward housing in this range because of the
seeming lack of prospective financial support. This attitude of
the builders, echoing as it does the attitude of the government
officials, is further proof of the enormous obstacle posed by

lack of adequate mortgage financing in Ethiopia.

B. Construction Methods

1. Conventional:

Hollow building blocks are most frequently used as building
material for dwellings of a substantial or lasting nature. Stone
and fired building bricks follow second in importance.

Approximately 907 of the housing in Addis Ababa (including
high cost housing) has incorporated the use of eucalyptus lodge
poles as roof support members. Corrugated metal roof covarings
are the most common kinds in use. Metal roof cheeting follows the
coentours of the roof line as the poles warp or ssg Juring curing.
Asbestos-cement sheets must be used with cut lumber trusses or i
metal roof frame.

Earth tremors up to 100 per day have been recorded in the
Addis Ababa area. This effect on walls constructed by using semi-
primitive masonry practices causes fissures to readily appear in
block and stone work. The added unstable characteristics of black
cotton soil when built upon, increases the incidence of cracking

and promotes an increased rate of deterioration to structures.
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The use of pre-fabricated components with pre-determined joints
which allows expansion and contraction could be an answer to this
problem. ECAFCO pre-fabricated panels have a joint design which

is flexible and tends to counter the cracking effect on walls,19

2. Pre-Fabrication:

ECAFCO Company has been in existence for the past five years
in Addis Ababa. It has a capital net worth of Eth$2,150,000 with
major participation (67%) in the "3-F" furniture company. The
share holdings are divided among German and local shareholders.
The major shareholder is the German Development Bank, (D.E.G.) of
Cologne, a semi-governmental institution. They employ 300 people
of which 977 are Ethiopian nationals.

The company is a manufacturer of Eucalyptus chip'board sheets
in conjunction with their activities as suppliers and builders of
pre-fabricated buildings. They are one of two companies operating
in Ethiopia who use pre-fab methods of construction by use of a
standardized '"Sandwich Panel.”

VIBROCEMENT is the second company of importance using pre-fab
construction methods. They are relatively new and inexperienced.
They would not be able to supply their product in sufficient quantity
for a large housing project within reasonable time limits.

If asked if either of the pre-fab companies have potential
qualifications as supplier-builders for a housing project, this
writer would answer that their manufactured panels would not have
a guaranteed life span of 20 years. This is:

1. because pre-fab panels pose greater maintenance problems

to owners in comparison with conventional construction;

2. because of deterioration from rotting;
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3. because of destruction by termite infestation.

It must also be added that neither company would agree with
this conclusion,

Chemically treated chipwood panels made from red eucalyptus
trees could withstand destruction by termites. Metal flashing
along foundation edges for the house perimeter is not believed
to afford foolproof protection from termites. 1Italian built
prefabricated buildings in Addis Ababa dited from WW II are still
in good condition. They are, however, separated from th2 ground by
metal piles.

The advantages of pre-fab construction over conventional
type may be considered to be:

1. The unitized simple assembly of components at a site

during adverse weather conditions.

2. Quality finished product.

3. Possible reduced cost per housing unit if constructed

in groups.

4, Reduced dependence on amount of skilled labor at site.

5. Standardized quality of materials.

ECAFCO has not built many private houses with its '"new system"
(changed joint design). To date they have mainly be2en cccupied with
construction of camp sites, including housing; some horizontal office

structures and institutional quarters.

C. Materilals and Labor
Conventional materials are in sufficient supply to accommodate
the needs of a housing project progressing at the minimum rate of

three houses a day. One pre-fab supplier-builder is zble to gear
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his production rate to & houses per day.

In any Africén éoﬁntry there will be certain materials in
short supply at one time or another. Generally, the prospects
appear to be good in Addis Ababa for a future steady supply of
all basic materials, i.e., cement, lumber, steel, hardware and
all imported materials used in construction.

Quality of the labor force is low and requires close super-
vision. Adequate semi-skilled labor is readily available in
Addis Ababa. Local contractors have their lead-men as permanent
employees.

There has been sustained sctivity in all areas of comstruce-
tion in Addis Ababa which has developed good material and labor

markets to draw upon.

p. Land for Housing Projects

Almost all title to land is held in the privats domain. Con-
demnation proceedings can recover land from private cwners if the
Municipality determines it may serve a better use, espacially Lf
it is undevcloped or unproductive. It is tha writer's opinion,
after discussions with the city government officlals, that land
could be made available in any area of Addis Ababs for a4 project
gponsored by the Municipality. Tt is most pr:obable that the home
buyer would be required to pay for the land cost. Urbanization
costs of any site selected would have to be paid by the home pur-
chaser.

The area with the best prospects for a housing project sug-
gested by the Municipality is located in the South-Eastern section

of Addis Ababa. Acquisition of land with attractive qualities
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does not seem to present a serious problem, For example, there

are sites with red soil instead of black cotton soil, level, fairly
adjacent or easily accessible to employment areas of the city and
within urbanized districts. (The Municipality as deve loper would
be in a favorable position to carry out condemnation proceedings

and help expedite urbanization.)

E. Available Data

The section of Part I, titled, "Municipality as Sponsor: A
Problem in Institution Building," questions a presumpticn of the
early discussions with the Municipality that a project of USS$4,000
homes was feasible. This "~iter's further discussions on technical
feasibility questions with the planners and architects of the
Municipality, did not add much in the way of new data. This is
not to say that the data provided is not useful, but it is to say
that it is based on plans for othar Prejects ranging back to the
Kolfe project of the early 60'5.20 The plans (for Kolfe, for the
pilot projects proposed in the 1967 DeLeuw Cather study, which were
designed by a local architectural firm, Z. Enau Tedros) are provided
as attachments to this study and appear in Annex 1IV.

Thos plans provide cost figures ranging from Eth$110 (LSS$S44)
per square meter (with sanitary facilities added, costs Increase to
Eth$150 (US$60) at the Kality Rehabilitation Center Project to
Eth$137 (US$55) for the Kol fe project.) Land costs are excluded in
each case.?!

The Government's material price schedule is two years old. The
best estimates are that the figures quoted therein have generally in-

creased by 10 to 15% since that time. This 1s most obviously true
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for increases of imported items which constitute about 15% of the
costs of construction for a two-bedroom house.

Best available estimates of total costs average Eth$130 to $180
(US$52 to $72) per m2, including land and urbanization.

In fairness to the Municipality's architects and planners, it
should be stated that they have not been devoting much time or
attention to problems of housing. In recent months, housing has
not been a priority item on their work agenda. The planners and
architects in the Municipality seem to represent more talent than
1s now available in the still small Department of Housing in the
Ministry of Public Works. But to draw such a comparison is relavant
only if the talent can be used for housing instead of the other
crucial problems facing a large city with such an inadequate infra-
structure,

We have recommended that AID should provide the kind of techni-
cal assistance needed to establish a housing office whose first task
might be to undertake the planning necessary for a large housing pro-
ject. And one of the first tasks of such a staff shculd be to work
out up to date and accurate cost data. This should be done before
any formal proposal is accepted by AID for a new housing guaranty
program.

Meanwhile, the documents provided by the City Architect's
Office are useful. All of them listed here are attached to this
report as Annex IV:

1) Plans for pre-fab houses & letter from ECAFCO.

2) Plans for pre-fab houses & letter from VIBROCEMENT.

3) Map of Addis Ababa indicating possible sites with

marked-in notes.
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4) House Plans A, B, and C by Architect Tedros (None Built).

5) KOLFE Site Layout,

6) KOLFE Plans by Municipality (Arch. Despotov).

7) Balkansky's Ideas for improvement on Bole Project, House

Floor Plan. (75 and 60m2.)

In exploring the technical feasibility questions, one of the
most useful conversations this writer had was with Ato Tekeste
Ahderom, Chief of Architectural Studies at Haile Selassie University.

His comments are summarized in Appendix F.
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Footnotes:

1)

2)

3)

4)

5)
6)
7)

8)

Housing Study, proposed by DeLeuw-Cather Intermnational, Inc.
for Imperial Ethiopian Governments Ministry of Public Works,

July, 1967.

Cited in "Request to the IRBD-IDA for Assistance to an Urbaniza
tion Project in Ethiopia'", a proposal prepared for the Ministry
of Public Works by Donald R. Hanson, Inter-Regicnal Hcusing
Advisor, Centre of Housing, Building and Planning, United
Nations, New York. (Note: not yet officially forwarded by

the Ministry.)

Obtained in personal interview with Lars Bondestram, Demo-
grapher, Central Statistical Office, Ethiopian Imperial Govern-
ment. A table showing recorded age distribution by sex, also
provided by Mr. Bondestram, has been inserted in the national
population report, cited above, and may be found in the Annex
to this study.

Detailed Tables culled from the survey made in 1967 comprise
Appendix B.

Table 1 of Appendix B.
Tables 1 and 2 of Appendix D.

It is significant that the '"facts'" have changed little in the
past six vears. The AID team that studied housing in Addis
Ababa in 1965 concluded in 3 statement still valid today.
"Serious housing shortiages exist in addis Ababa...
Not that there are any substantial number of people
without shelter, but there is acute overcrowding and
the bulk of the population, including many in the
middle and low income brackets, are living in sub-
standard dwellings. Many are located in areas which
lack acceptable means of access, safe sewage disposal
facilities, or.even piped water supply. The dwellings
themselves are often of semi-permanent (chic») c2nstruc-
tion in bad repair, without adequate light 3nd ventila-
tion, piped water or even minimum toirlet and bathing
facilities."
See Annex 1 -- A Survey of Housingz in Ethiopia (With Specisl
Emphasis on the Capital City ol Addis ababa), June., 1965;
written by a team consisting of J. Robert Dodge, Director,
Division of Technological Services, Office of Internationsl
Housing, Housing and Home Finance Agency, Washington, D.C.;
Barton O. Young, Deputy Assistant Administrat»or, Office of
Community Programs, also of H.H.F.A.; and L. Albert Wilson,
Consultant, the Foundation for Cooperative Housing, Washington.
D.C. Published later in a condensed version as Housing in
Ethiopia, Office of International Housing Country Report
Series, Department of Housing and Urban Development; Washing-
ton, D.C., January, 1969.

From "Request to the IBRD-IDA," etc., p. 85.
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10)

11)

12)
13)

14)

15)

16)
17)

18)
19)

20)
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SiebAppendix C for a general description of banking in Addis
Ababa,

Interview with Ato Sime Takele, General Manager, Savings and
Mortgage Corporation.

This session is based on material provided by ISHOPA, from
interviews with ISHOPA General Manager Ato Gebretsadik Wol-
deyesus, and most significantly, from Professcor Jack Gutten-
tag's partial draft report on home financing. Guttentag
made his study in December, 1970 for the UNDP at the request
of the Department of Housing of the Ministry of Public Works.
The draft is included in Appendix D.

See Appendix D.

The '"Autonomous authorities'" are government-affilisted or
controlled enterprises which include Commercial Bank of
Ethiopia, Addis Ababa Central Medical Stores, Devel:pment
Bank of Ethiopia, Addis Ababa University, National Lottery,
Grain Corporation, National Bank of Ethiopia, Electric

Light and Power Authority, Ethiopian Airwavs, Impzrial High-
way Authority, Telecommunications Board, Tobacco Monnpoly,
H,S.I. Foundation, Ethios-Franco Railway, Naticnal Coifee
Board and the Mortgage Company of Ethiopiia. The Government
salary figures do not incluude employees of the Ministry of
Defense, police and security forces, and the Ecclesiastical
Office. (From Ethiopia, Statistical Abstract for 1969, p.132).

Ato Getenet Zewede of the Labor Department of the Ministry of
National Community Developm=nt, under whose direction Table 2
wss prepared, told this writer that the 4,707 figure for
employees of the 304 private establishments represented well
over 507 of the salaried employees of private firms in Addis
Ababa.

Interview with Ato Gebresadik Woldeyesus, General Manager,
ISHOPA.

Order 46 of 1966 (25:23) H.G. 131, 135-6.

See "Information from the Municipality Architect's Office,"
Annex 1IV.

Ibid.

Volume II of the DelLeuw Cather Study (whicu is included as

part of Annex [) shows minimum construction standsrds developed
by the study team. These standards have been accepted by the
Government, at least as norms for housing projects in the low
price range.

In providing Mr. Oviatt this material, Mr. V. Balkansky,

Acting Chief of the Municipality's Architecture Section, com-
mented that the plans for at least 20 of the Kolfe units were
prepared by an architect who had not spent any length of time
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in Ethiopia prior to doing the work. He did not think the
designs wholly compatible with Ethiopian living patterns.

21) It is worth noting that none of the three models designed
for the DeLeuw Cather Study have kitchens or baths in the
main house.



APPENDIX 'A'

Source Material

1.  Previous studies: There hav- been two extensive studies of housing
in Ethiopia. DelLeuw Cather International, Inc. published Volumes I & II of a
Housing Study for the Ministry of Public Works of the Imperial Ethiopian Govern-
ment in July, 1967. Two years earlier, a team from the U,S, sponsored by
AID published A Survey of Housing in Fthiopia (With Special Emphasis on Addis
Ababa)* In part because of its emphasis, the AID study stands as a particularly
valuable source for purposes of the current survey. It serves as a commentary
on both the competence of the 1965 team and general lack of progress on housing
in Addis Ababa that their analyses and recommendations stand as substantially
valid six years later.

2. New source material: This present brief survey la s the advantage
of some more up-to-date statistics, including a number'of documents of a priv-
ileged character not officially released or only presently in draft form. These
include a proposal to the IRBD-IDA prepared in 1970 by Donald R. Hanson of
the UN Centre of Housing; a draft report on the Population of Ethiopia by the
Government's Central Statistical Office; and extensive and yet unpublished
tables that emerged from a housing survey of Addis Ababa in 1967 and 1968,

For the market analysis, new data is found in Ethiopia's Statistical
Abstract for 1969, in material prepared especially for this study by the Man-
power Section of the Ministry of Community Development and by data generated
in ISHOPA's recent experience with applicants for the Bole Housing Prcject in
Addis Ababa. Interviews with many persons in and out of government con-
stituted a major source of information and understanding for this study.

% Both studies and all other available material relevant to housing in
Ethiopia are included in annexes to this report.
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(To be filed with original report in Office of Housing, AID-Washington)

Annex 1.

Annex II,

3. List of Annexes:

General Studies on Housing in Ethiopia

A.” A Survey of Housing in Fthiopia (With Special Emphasis on
the Capital City of Addis Ababa), June, 1965, written for AID by
a team consisting of J. Robert Dodge, Director, Division of
Technological Services, Office of International Housing, Housing
and Home Finance Agency, Washington, D, C,; Burton D. Young,
Dep. Asst. Administrator, Office of Community Programs, also
of HLH,F.A.; and L. Albert Wilson, Consultant, The Foundation
for Cooperative Housing, Washington, D, C, (104 pages).

B. Housing in Fthiopia, Office of International Housing, Country
Report Series, Department of Housing and Urban Development,
Washington, D, C,, January, 1966. (A condensed version of the
AID report) (67 pages).

C. Housing Study, prepared for the Imperial Fthiopian Govern-
ment, Ministry of Public Works by DeLeuw Cather Internaticnal,
Inc.. (Included here are Volume I, published in July, 1967, and
two supplementary volumes published in August, 1968 and March,
1969. )

D. '"Request to the IRBD-IDA for Assistance to an Urbanization
Project in Ethiopia', a 127 page proposal prepared for the Ministry
of Public Works by Donald R. Hanson, Inter-Regional Housing
Advisor, Centre of Housing, Building and Planning, United Nations,
New York. (Not officially released.)

E. "Request to the UN/FAO World Food Programs for Assistance
for a Self-Help Project in Fthiopia', another proposal prepared
by Hanson for the Ministry of Public Works. Request deals with
pilot housing projects for Assab and Debre Zeit. (Not officially
released.)

General Statistical Documents Bearing on Housing

A. Imperial Ethiopian Government, Third Five Year Development
Plan (1968-1973), Addis Ababa.
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Annex III.

B. Imperial Ethiopian Government, Central Statistical Office,
Population of Fthiopia (with estimates of vital rates, population

growth, literacy and occupation--Results fran National Sample
Survey, lst Round, (1964-1967)). (Draft report, dated January,
1971, not yet officially released).

C. Fthiopia: Statistical Abstract 1969. Central Statistical Office,
Imperial Ethiopian Government.

D. Draft Report on The Addis Ababa Household Expenditure

Survey. Central Statistical Office, Imperial Ethiopian Govt.,

January, 1971.

E. Housing Census and Sample Population Survey in Addis Ababa,
1967, Forms and Instructions, Statistical Manual, Central Statistical
Office, Imperial Fthiopian Government.

F. United Nations, Fconomic Commission for Africa, Summaries
of Fconomic Data for Fthiopia. Compiled August, 1970. (070-€82)

Financial Institutions

A. United Nations, Economic Commission for Africa and German
Foundation for Developing Countries, ''Meeting on Technizal and
Social Problems of Urbanization'", (with emphasis on financing of
housing) Addis Ababa, 8-23 January, 1969. National Moncgraph:
Ethiopia (M69-74)

B. Imperial Savings and Home Ownership Pubiic Asscciation,
Accounts and Audit Report (1969-1970)

C. Imperial Savings and Home Ownership Public Association,
1. Report for year 1965-1966
2. Report for year 1967-1968
3. Report for year 1968-1969

D. Mortgage Company of Fthiopia S, C,, Annual Report, 1969.

E. Commercial Bank of Ethiopia, Annual Report, 1969.
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Annex 1V,
A,

B.

c.

Annex V.,
.A.
B.
Cc.

D.
E.
G.

- H.

Technical Feasibility

List of Unit Price for Building Construction published
in 1969 by the Ministry of Public Works & Communications,
Floor plans for Housing built in the Kolfe suburb by

the Building College.

‘ Minimum standards for Low=Cost Housing Projects from

the De Leuw Cather Study, Volume II, July 1967.
(Complete edition submitted which also shows "House
Types and layout.")

Information-Drawings and prototype plans of housing
from Municipality Architect's office.

Housing materials survey for Addis Ababa - not yet
published or for general distribution.

Miscellaneous

Booklet on the Kolfe Low-Cost Housing Project, Addis Ababa
Map of Addis Ababa.

AID, Housing Guaranty Paper, Ethiopia: Continental Homes
Inc. (AID-DCL/P-929)

U.S. Dept. of State, Background Notes, Ethiopia, March, 1970
U.S. Dept. of State, Ethiopia, Post Report, Sept. 1968

U.S. AID, Ethiopia, Economic Report, Revision No. 236,

March 1970.

U.S. AID, Development Guaranty Paper, Ethiopia: Develop~

ment Corporation International (AID-DCL/P-404).

U.S. Department of Labor, Bureau of Labor Statistics, Labor

Law and Practice in the Empire of Ethiopia.
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I. Bole Homes Housing Project: Description of the Project.
J. ESIBT NEWS, Vol.II, No.9 (September, 1967): with materials

on the Ethio-Swedish Institute of Building Teachnology.

K. United Nations Economic and Social Council: Economic

Commission for Africa:

1.

Review of Sources and Methods for Financing for
Housing and Urban Development in Africa (M70-832).
Population Development is the Base for Housing
Needs (M70-1734)

Establishment and Development of Housing Banks
and their Role in African Countries.

Indigenous Savings Associations in Eastern
Africa and the Mobilization of Domestic Savings.
Report of the Regional Meeting on Technical and
Social Problems of Urbanization With Emphasis
on Financing of Housing (M69-329).
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Period Since
Construction

Total

-1thin last 12 nonth
Less than 2 Years
Less than 3 Years®
Less than 4 Years .
Lecs “han S Years

5 = 10 Yoars

11 - 20 Years

21 - 30 Years

31 - 50 Years

51 & Over Years
ot Stated

Total

16’. 29}
4,585
6,992
8,930
8,997
8,571

48,292
24,168

10,979

5,386
522
42,771

TABLE 1

HOUSING UNITS BY PERIUU UF CONSTRUCTION AND TYPE OF TENURE

Owner
Occupied

42,184
1,%02
2,584
2,957
3,230
3,194

13,272
7,352
3,157
1,518

179
3,339

T Y P E

Rented

Addis Ababa - Total

85,486
2,064
3,054
3,786

° '.*-515
4,265

23,315

13,590
5,610
2,621

212

22,414

o P T E N U R B

Free

12,041
416
558
656
583
S48

3,098

1,759
1,508
928
82

1,925

Other

355
268

123

hos

Mot

Stated

™

:.7 .T P
74630
621

1,733

"Estadbli
a@scnt
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TABLFE 2
HOUSING UNITS BY TYIPE, BY TYPE OF TENURE ARD NUMBER OF OCCUPANTS
. T ¥y p e o f h o u 814 n g u n 1 ¢
Total ) .

~ Permanent - Semi-permanent Inprovised Not Stated
Tousing Occu- Housing Occu- Bousing Occu- Eousing Occu=- Housing Oceu-
units pants ° units pants units pants units Pantc '  units panta

. co 70y ATS SR -;frg‘f:x“f,-: fro TRt 3 iR o

Total 150,338 617,330 64,987 301,912 -85,076 308,335 2,229 6,973 48 110
Owner k2,184 223,991 18,705 116,800 22,985 105,354 486 1,800 3?7
Rented 85,486 335,210 37,245 159,856 47,197 172,143 1,029 3,156 15 55
Free 12,041 44 177 4,544 18,992 7,022 23,628 470 1,547 S 10 :
 Other 2,993 13,599 1,191 6,01 1,686 7,058 s | 462 1 8
Kot Stated e63h 353 3302 . 193 4,18 152 12 8§ 17 -

Vacant® 10564 65 3,280 49 4,144 157~ 126 - TR 7 s

* Note: The penciled 11gures next to ""Vacant'" are intri.guing; early work has left the
analyst puzzled. At this point the 7,564 vatant figure must be considered undigested.
It would scem to indicate that the shortages are for suitable housing, not simply for
shelter.
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. TABLF 3

HOUSIRG UNITS AND THLIR OZCUPANTS BY TYPE GF HOUSING UNITS “nip RUMBSR OF R00MS
' TYPE OF HOUSIKG UNTS?T

!!mb'cr of TOt‘.l Pernmanent Seni-permanent _ Inprovised Not Stated ‘

Roons Housing Occupants — Housing Occuparts Housing Occuparts: flousing Occupants “Bousir. Ocapants
Dnits Units vnits A Unlts_ Units
Ann:s.xn:.uA-i'orA'x.

Total 150, 338 617,330 64,987 301,912 83,076 308,335 2,229 6,973 46 10

1 38,131 112,011 11,078 32,94 25,593 75,019 Lk 4,018 16 30

2 62,783 237,801 © 24,739 97,936 37,401 137,674 627 . 2,232 . 16 k9

3 26,250 119,832 12,218 59,165 13,937 60,268 9% 399 1 -

b 10,192 57,801 6,465 37,966 3,695 19,681 n 154 - -

S S:291 33,749 h,058 26,104 1,224 7,580 8 55 1 10

6 3,056 21,072 2,537 17,320 513 3,708 6 4% - -

Y 4 1,623 11,811 1,392 ° 10,090 228 1,69% 2 16 1 11

8 994 7.987 883 6,954 109 1,023 2 10 - -

9 570 4,576 503 b,094 67 b82. - - - -

10 & Over 891 9,242 822 8,513 62 . 707 1 22 1 -

Hot Stated 557 1,358 292 826 ;1 ugg LI 23 10 10
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TABLE 4
Buildings by Type aad by Number
of Housing Units
Number of Housing Units
per building
Attached Buildings

Total

80@40’5010503!0

11-15
16-20
21 & Over

Total

35,835
21,247
8,510
3,476
1,278
613
264
175

81

52

103

23

13
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TABLE 5

HOUSIRG UNITS BY TYPE ACCCRDING 7O THE SUPPLY

Housing Occu-

pants

617,330
X9,751
1,391
261, 304
43,343
1,541

Page 5
Total
units
Total 159,338
Keither 85,188
Telephone T 562
2adio 50,890
Both 5,898
Fot Stated 8,000
Vacant 7,564

65

BY RADIO AND TELELPHONE

T ype o ¢ R o u '8 1 n g un it
Permanent Semi-permanent Improvised Not Stated
Housing Occu~ Housing Occu~ Housing Ceccue Housing Occue
units  pants units pants units pants units pants
ADDIS ABABA « TOTAL Y
64,987 301,912 83,076 308,335 2,229 6,9 - 8 = 10
26,021 98,319 ' 57,335 205,762 i,811 5607 "21 63
35 1,269 28 114 3 . 8 - -
29,648 161,139 20,966 98,867 269 1,261 7 37
5.561 @.571 32?7 2,687 9 .79 1 10
3,426 614 4,420 90 1 -
3.280 49  a)l4a g 4 4 il



Appendix 'B*
Page 6

TABLE 6,

SOUSIR3 UNIT ACCOITDI® TO TEE TYPT OF YOILER '

Ty P * ¢ St o1 2 e s e
Trye of Tota) Nea e | o 1 Ret Stated *
Tellet Bevsiag [Cecom Sevsing| Occwe [Tousing{ Oceu= Bevsing Oscvs | Hovaing| Oscu~ Rous Ossne
Unites |[pasts Usits | pante Unite paste | Usits paats Unite Pasts 'B-tl. pants
——
ADYS a%ama - TOTAL . / ‘353W,

Totad 150,338 €17,330 [ 11,787 62,605 §100,00 417,250 260 1,3224 37,338 Meraresos Ty
Privety 23,038 239,329 ] 8,888 3,728 | 16,83 9,388 313 ks ] - - 2 38
Coneunad 0,803 330,963 | 2,856 10,620 | 83,787 39,78 7% o2 - - | 3y
PL1Pet ststes | 33,993 137,238 3 257 2 a2 ) 275 | 37,558 133,90 23 A0
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Tage 7

TABLE 7

'mmmmmumwnm.nmf -

mewVa o

. Trype ot hensing uaite
Total
Pernauent Semi-persanest Iapreviged Nst Stated
} ¢ 4
Tt Pressuste | MU becpanta | Tt heccepunne] Fint hropennd Foveins —
APDIS a3a84a - 20rat ) )

Totad 130,338 617,330 64,987 301,912 83,076 . .308,335 | 2,229 6,973 L 10
Seperste kitehen 83,802 403,356 M.351 227,618 ) A1,226 173,422 603 2,852 ] 22 Y <
Xe Ritchen 663 213,013 21,289 Maszi a0 w8 1,69 5,53 18 L]
-Set otsted 302 258 n? 156 1%0 92 7 6 ] [
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TABLE 8

BOSSING TFITS ST TIPE OF VATIA SRIMLY |

< b" Total ? 3y p o e £f w atoecvr 2 s 31y !
P ," Piped 1a mate ﬂl':_ ::““ el2 River in Steted
Sevaiag| Ocene | Bowstlag| Occs~ |BReuatang | Ceown Houslng | Osen= i{Roustag [Osan= | [
h waits | peats uaits | paats uaits puats anits | pasts usits [peste lsaits |paaty
ADDIS ABARA - TOPAL
Totad RS0,338 617,330 | 9,390 2,978 130,63 530,738 | 3.153 12,093 6.58% 24,3331 536 %46
Pijed te aatt 9,390 48,978 | 9,390 42,978 - - - - - . - - -
2« 2% aetree 78,077 337,948 - - 76,299 o,y 1508 3,866 289 2,088} « -
26- 3C matree 13,170 A8, 91 - 12,665 47,066 7y 1,087 226 O}IW - -
3~ 73 metrea 12,239  A%,.580 - - 11,616 43,006 232 1,208 M 1,A0] - -
75-170 aectree 7,608 22,058] o - 6,797 2,99 36 R m L] o ‘-
300 & Over metres | 26,172 93,0621 o - 23,%8 83,6y s 1,963 1 2,560 9,080 o -
Nat Steted 3,686 12,948 - - 203 az 293 1,133 2,632  10,012{ 336 %6 .
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TABLE 9

BOUSING UNITS BY TYPE OF FLOOR

PERIOD OF CONSTRUCTION

Last 12 less t!nn.' 3

Page 9 -

Total

Units Hoaths
“Wood 13,669 898
‘Concrete 4,001 234
Stone E 913 29
Earth 101,227 3,397
Tile 234 14
Nt Sated  29% 13
Total 150,338 4,585

2 years Jears'

1,032 = 2,009
372 240
8 28

5057 5,78
2?7 25
17 10

6,989 8,030

X 5 5-10 11-20 21-30

yoars years years JYyears Years

ADDIS ABABA = TOTAL

2,173 2,13k 12,630 7,569 3,001
a1 195 860 313 &40
30 29 127 120 136

6,540 6,198 28,3555 16,137 7,377
33 11 7? 9 17
10 3 hs a8 S

8,997 8,571 42,29% 24,168 10,986

3¢5

5,386

SL+ Mot
years Statea
150 9,89%
23 827

6 222
31 138,702
. A 1?2

11 148
522 29,810
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TABLE 10
HOUSING UNITS BY TYPE OF WALL
‘Period of Construction: ‘ o
““’:7__—. i.,""
Total Last 12 Leas than 3. & 5  5-10 11-20 . 21-30 31-50 ~ _5iF

Units lMonths 2 years years years Yyears Jyears years years yzars years

ADDIS ABABA = TOTAL

Brick 3,13 222 267 276 182 153 700 265 376 163 1%
Chicka 138,226 :,o44 6,098 7,288 8,454 . 8,080 39,699 22,88% 9,656 4,550 405
Coreirom 950 82 108 73 38 82 128 113 - & 1. 3
acod 2,825 7n 1bh 128 105 118 738 350 237 192 3
“%one 4,88 119 = 332 223 163 132 885 k95 634 ko9 84
Other 529 26 39 36 b e 127 56 36 28 3
Not StateA 186 . 2 1 6 2 - 2 1? S 3 3 10

Total 150,338 4,585 6,989 8,030 8,997 8,571 52,29% 24,168 10,986 5,386 S22
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TABLE 11
- HOUSIKG UNITS BY TYPE OF ROOF
PERIOD OF CONSTRUCTION
Totay Last 12 Less than 3 b 5 5-10 . 11-20 2130 3150 S1.  mot

Units Months 2 years years . years :e'ars. yoars years yoar-' yoars jeara State:

ADDIS ABABA - TOTAI ’
Coreirea 184,004 4,888 6,765 7,815 8,811 8,410 40,818 22,527 9,941  4,90% k720 29,06

Con/briek . 3 8 s 60 33 239 . 238 99 83 L N
Tile m 2 3 s 3 10 b &6 52 35 - 21
Thateh 4,383 43 % 6 . 13 105 1,069 - 2,247 822 ;8 3% . sol
Other 240 133 3 3 9 9 35 s 3» 16

Hot Stared 269 s R S 89 15 30 12 12 202
Total .. 33033 L5855 6.989 8.030 8.9%7 8,570 2,294 24,168 10,986 5,386 =2z 20.fac



P_a-ge 12

Typs of

Total
Rousing
anits Occupants
150, 338 617,330
12?7 '796 ShS ® 289
19,413 64,625
464 1,446
1,662 Se513
1,003 k57

TAPBLF 12

BOUSING UNITS AKT OCCUPANTS BY TYPE OF LIGHTING

Type of housing units
Permansnt Seni-permanent Inprovi:aad ) fiot Stated
Kmt:s' Occupants 8:::::; Occupants 8:::::‘ Occupants B:::‘;:‘ Oécupant.
ADDIS ABABA-TOTAL

64,987 301,912 83,076 308,335 2,229 . 6,973 44 10
- 60,979 285,629 65,561 252,359 14227 ho22h 29 87
3e2h2 11,515 15,342 50,668 824 2,423 b 19

149 Sh3 296 : 863 19 %0 - -

Nl 1,102 1,255 "0195 93 25 1 -

308 123 622 249 66 & n 5
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TABLE 13

Number of Housing Units by 'I'ype

of Building
Type of Building Total
Total 163,293
Single 49,690
Attached 98,490
Multihousing 2,266
Compound 837

Non-Residential 12,010
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Total
ngsiricts No.
Total

163,293 100.0 64,987 39.8 83,076 50.9 2,229

TABLF 14

HOUSING VUNITS BY TYPE AND OCCUPAKTS -
LIVING IK DIFFERENT TYPES OF HOUSIRG UNITS
Type of Housing Units

Pernanent Senl-permanent Improvised  Establishment

Ko. % No. % No. % Ro. %

H O U S I X a U X 1 8
S _ 1k 12,955 7.9
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Banking in Addis Ababa*

In January, 1964, the State Bank of Ethiopia was reorganized pro-
viding the creation of the National Bank of Ethiopia (functioning as a central
bank) and the Commercial Bank of Ethiopia, providing short term commercial
loans. In 1965, a new private bank was organized: The Addis Ababa Bank,
with some foreign capital participation. It was also in 1965 that the Mortgage
Company of Ethiopia (now named Savings and Mortgage Corporation) was
established as a wholly owned subsidiary of the Commercial Bank. It took
over the mortgage loan operations of the parent bank in the cities of Addis
Ababa and Asmara. Older expatriate banks, such as Banco di Roma and
Banco di Napoli (in Asmara), continue functions largely limited to movement
of foreign trade. The Development Bank, a government corporation, was
established in 1951 to provide longer term credit for agricultural and in-
dustrial development. The Investment Bank, another government entity,
was established in 1963 for the purpose of accelerating industrial development
through the device of government participation in the share capital of new
enterprises. The Imperial Savings and Home Ownership Public Association
(ISHOPA) was established in part through a U.S. AID grant in 1962 to en-
courage savings and provide mortgage loans to home builders. ISHOPA
and the Savings and Mortgage Corporation are discussed in detail in the
main text of this report.

According to Ato Sime Takele, General Manager of the Savings
and Mortgage Corporation, it was not until 1943 that solid foundations for
sound banking business was laid. Commercial banking of some kind had
been in existence since 1905. The deposit base of the Commercial banks
rose from Eth$ll. 4 million in 1943 with only two banks and three branches
in operation, to Eth$363. 4 million with four banks and over 100 branches
at the end of 1970. He claims that with the technical assistance from the U, S,
most of the banks are organized along lines of banking practice in the U,S. .

* Some of the information and historical material on banking is from the
AID, Survey of Housing, and some was obtained from personal interviews
with banking officials.
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Interest payments on deposits is presently 6% on savings deposits
up to Eth$20,000 and 3% for any amount in excess. Fixed and time deposits
may also be made for periods of three months to over one year. Interest
payments are 6% p.a. on over 12 months deposits; 5% p.a. on six to 12 months
deposits; and, 4% p.a. on 30-days to six-months deposits, *

A table showing the growth in deposits in commercial banks for

the period between 1964-1970 is followed by current credit regulations fixed
by the National Bank of Ethiopia.

* Interview with Ato Sime Takele on March 12, 1971.
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The Deposits of Commercial Banks in Bthiopia
1964 - 1970*
D T
" Bnd of emand Savings & Time . Total
- Deposits Deposite NDeposits
1964  B,9108,161,726 B,8 71,113,208  ©179,273,934
1966 140,071,338 , 73,894,797 213,966,135
1966 134,500,273 93,175,463 227,675,736
| 1967 146,785,240 102,842,181 248,627,421
1968 150,691,961 125,145,433 276,837,394
1969 160,249,984 160,044,568 310,294,563
1970 176,886,785 186,512,205 363,398,990

+ Source: Statement of Condition, Commercial Banks in
Bthiopia, published monthly by the National Bank of Bthiopia.
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CREDIT REGULATTIO N~ NBE/CR/I

STANDARD RATES OF INTEREST CHARGED BY THE NATIONAL BANK
OF ETHIOPIA

Pursuant to the provisions of Article 16 of the Monetary ana
Banking Proclamation, 1963 (Proclamation No.206 of 1963), the National
Bank of Ethiopia has raised the standard rates of interest on advances
discounts and rediascounts as followst-

DISZOUNTS AND REDISCOUNTS: PER ANNUM

Article 21 of Proclamation No. 206 of 1963

(1) Eligible paper covering export of
goods from Ethiopie 5%

(14)  All other eligible paper 6YX.

ADVANCESS

Article 22 (a) of Proclamation No.206 o{'196}

(1) Eligible paper covering export of
goods from Ethiopias : 5%

11) All other eligible paper: 6Y4
Article 22 (b) of Praocianantion No. 206 of 1963

() Treely negotiable Tressury Bille issued
by the Imperial Ethiopian (Qovernment >%

The avova rater of intoreat will be effective as from 1et diy
of August 1970 &nd superscdec the rates proviously published under
Credit Regulation NBE/CR/F dated 10th of Septeamber 1966,

NATIONAL BANK OF ETHIOPIA
/
"I:XI-ZZMA“‘*~‘Q=2(

- **
o - o -
-
com

'. -

«Hennnoa Lemaa
Guvernor

July thh 1970


http:No.206.of
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NATIONAL BANK OF ETHIOG: .n

CREDIT. REGULATION- NBE/CR/H

INTEREST RATES PAYABLE ON DEPOSITS BY BANKS AND OTHEL

DESIGNATED FINANCIAL INSTITUTIONS

Pursuant to the provisions of Article 17 (b) of the Monetary and
3anking Proclamation 1963 (Proclamation No.206 of 1963), the National
jank of Ethiopia (hereinafter the "Bank") has fixed the maximum rates of
interest which banks and other designated financial inatitutiona may pay
iirectly or indirectly, or by any method, practice, or device whatsoever,
3. various clasues of deposita in accordance with the following schedulese-

MAXIMUM RATES OF INTEREST ON DEPOSITS PER ANNUM
1+ Saving Depoaits: 6%
2+ Tice Depositas

(a) Over twelve months . 6%

(v) Six to twelve months 5%

(6) Thirty duys to six months . Ly

3« Demand Deposits: v
No interest may be paid on demand deposits.
For the purpose of this Regulation, the following definitions
will apply:- .
Saying Deposits meanst

(a) Funds of not in excess of Eth.$20,000.00 deposited to the
credit of individuals, or of a business organisation, body corporate
under pudblic law, association, or any other organisation, and

(b) With reaspect to which the depoasitor is required or may be
required to give notice in writing of intent to withdraw not less than
thirty days before withdrawal is made.

Time Deposits: means any deposit other than Savings or Demand Deposits
with respect to which there is a specific written contract that auch

funds, in whole or in part, may not be withdrawn for a specified
period of time,

Demand Deposito: means all deposite except Savihga and Time Deposits,

The above rates of interest will be effective as froa the 1s

day of August 1970 und auperoeded the rateg. previously published undag.
Ero'Tn‘m;,nat‘ion NBE/CR/0_dated 25th of January 1967, '~

National Enk of Ethiopt
- ”- /

."“’
"o.'.

an—

“““Nehacse Lenma.
GOVERNOR


http:Eth.$20,O00.O0
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NOTICE

The Commercial Bank of Etainjia &. C. is pleased to
anpounce thiet with effect from February 1, 1967, the rate of
irnt.»asy on Savings iccounts, Cert.ficate 'nf Time Deposits and
30 Days Motice hccount will ‘be increased é&. followst -

a) - Uavings .ccounts: 5¢ per annum.

Amounts on Savirgs
hccounts in excess
of ‘B210,000,~ will
attract interest at
3% por annum only.

b) ~ Time Daposits:

i) tor 3 to 6 months 24 per annum
11) 1rom 6 to 12 months 4 "
i11) over 12 months s v "

- Ypecial rates ma& be established upon fequest
by He:d Office for long term deposits.

« All Certificates of Time Deposits which were
jgsued yrior to February 1, 1967, will
continue to-attract the old rates of interest
until they will come up for renewal.

o) =~ 130 Days llotice Accounts: 3¢ per annum

Initial Time and 30 Lays Notice deposits must
be at icast ©th.§5,000.- Intorest will be
payable on multiples of Eth.$1,000.-

EXTRA_SERVICLS:

W algo invite you to make full usc of the sexvice of
our City Brunches ut sddis sababa Branch, hddis Ketema, arada
Giorgis, Tek'e Haimanot and Arat Kilo which are open from Monday
to Friday for Savings und Time Depositss- -

From 0900 hours to 1200 hours
® 150 " to, 1900 "

and on Saturdays
" 0900 hours to 1200 bours

COMMZRCIAL BANK OF BTHIOFIA 8.C.

Addis Adbaba,
January 27, 1967.



APPENDIX 'D'
Housing Finance in Ethiopia
by Jack Guttentag

(a partial draft)

I. Introduction

The Government of Ethiopia has drafted a request to the IBRD-1DA ror
assistance in implementing two urbanization projects. These projects represent
the first concrete thrust of a major urbanization programme that has been in the
planning phase for some time. Indispensable to the success of these projects,
and to the urbanization programme generally, is a reorganization of the heme
finance system of Ethiopia so that the system can generate a higher level of
domestic savings available for housing. The great bulk of the financing re-
quired to meet the housing component of the programme must be provided from
private sources.

I was in Fthiopia in December 1970 for the UNDP as Housing Finance
Advisor to the Department of Housing of the Ministry of Public Works, My
major task was to provide a general blueprint for a reorganizaticn of te housing
finance system so that it can play the rnajor role required of it in Fthicpia's
urban program. Hopefully this blueprint will (a) provide helpful guidanze
to the administrators of the housing finance system on current policy protlems;
(b) suggest the types of new legislation required for an effective restructuring
of the system; and (c) define the duties of a long-term Housing Finarce Ad-
visor (or Advisors) whose services have already heen requested by the Fthio-
pian Government.

II. The Housing Problem

The housing problem in Ethiopia has been extensively aralysed and
documented in two earlier studies, *

Hence I will merely summarize the main points.

% See Housing Study, Imperial Ethiopian Government Ministry of Parliz
Works, by DeLceuw Cather International inc., Volumes I & II, July 1907,
and supplementary Volume 1II, August 1968, and 17 Survey of Housiny in
Ethiopia, by a US AID teamn, Junc 1965. )
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1. "Serious housing shortages exist in Addis Abaha and
probably to a lesser degree in other major cities »f
Fthiopia. Here is acute overcrowding in Addis Abaha and
the bulk of the populaticn, many in the middle and icw-
middle income brackets, are living in substandard dwell
ings. Many of these dwellings are located in areas which
lack acceptable means of access, safe sewage disprsai
facilities, or even piped water supply. The dwellinis
themselves are often of semi-permanent (chica; <on-
struction in bad repair, without adequate light and ver.-
tillation, piped water or even minimum toilet and harh
ing facilities'" (A Survey of Housing in Ethiopia).

2. As in most developing ccuntries rural of urban migra.
tion is an important factor underlying the serious kecsing
shortage in urban areas.

3. "Available statistics also indicate that not nearly
enough new dwellings are being constructed annua | L
satisfy the increase in pcpulation, at any income level
much less to allow for: (1) a reduction in over-zrswding,
(2) for replacement of sub-standard dwellings, c1 (3)
the re-housing of low-inccme families in Addis Abata
displaced as a result of public and private construciien.
(A Survey of Housing in Ethicpia, p.!) Careiully deve!

oped estimates indicate housing reeds thrcugh 14RT averaniry

about 60, 000 dwelling units per year, with azaat L, 060 in
Addis Ababa.* The best available estimate is tha:at- .
25,000 units per year have been constructed in re.er:
years, meeting only a fraction of the need,

¥ Housing Study, Page 24.
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4. Most of the new units constructed in recent vears
further more, area of the sub-standard quality, while
the comparatively few that are constructed using madern
methods are mainly luxury housing designed for rentai #=
the rich (including foreigners); this type of ccnstruction
uses relatively large amounts of imported materials,

5. The shortfall of new construction will contintve in the
future even under the most favorable circumstanzes. As
stated in the Government's third 5-year Developmen' F.ar,
""the demand for urban housing cannot be fully satisfied
because the extent of needs is so vast, and the nation's
limited resources are also required for investment in
other social and economic activities, some of them ne-
cessarily accorded higher priority in the plan, "=

Yet the Government is determined that at least a begirnning te made
in dealing with the problem, and the Third 5-Year Development Plan envisages
a sharp rise in investment in urban residential building. The prcblem is that
funds budgeted by Government for this purpose will finance only about 4% nj
the target investment, )

The balance must come from the private sector, with perhaps some
modest assistance from abroad,

III, The Housing Finance Problem

A. Finance as a bottleneck

With the existing organization of the home finance system there w;'!
be no chance of reaching the targets embodied in the Plan, Finarze is a "Br--te.
neck'. Before considering the existing home finance structure it is desiratie “
indicate more precisly what this means.

* Imperial Ethiopian Government, Third 5.-Year Development Plan, 1968.73,
pPp. 346-347,
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1. One thing it may mean is that the allocation of inr~me
between consumption and savings, particularly by low.
income households, does not reflect their true preferen-es,
If there were adequate institutional development many
families would be willing to save for the purpose cf anquir.
ing a house who now do not save. In this sense the ""“ortie.
neck' keeps the overall rate of domestic savings be!aw wha,
it would otherwise be.

2. The allocation of existing savings, as betwecr nasing
and other types of investment, may not be optima: re:a.se
of lack of institutional development. Consider three 'ypes

of investment, A, B, and C with socijal pricrities cs*ah'ish
ed in the same order. If funds budgeted hy Geverrmen' are
expanded entirely on A, with B and C left to the priva=e rar
ket, lack of institutional development may cause =nder-in-
vestment in B relative to C. This type of situation may exis;
in Ethiopia (B being housing), though it is nct clear what
categories of investment have a lower priority.

3. The organization of the construction indastry may te
less efficient than would be the case if there were adequa’e
institutional development. Large-scale methcds <f pr -
duction cannot be employed if the capital required *.r v
ations of substantial magnitudes cannct be m:tilizen.,

4. Labour and materia) that could be used =~ =m1id }. - 18e8
and are not being used for any other purpase, ma, remai-
unemployed for lack of institutional developmen:.. Tkis
type of bottleneck is usually a matter of finan.e “rly ir
part, however. More than tinance is required @ metiaze
these resources in building houses,

B. FExisting Institutions

There are two institutions in Ethiopia that make loans secured hy
residential properties, These are the Savings and Mortgage Corp. (SM? and
the Imperial Savings and Home Ownership Public Association (ISHOFA,

The SMC is a wholly-owned subsidiary of the Commercial Ba«x ..f
Ethiopia. Jt was formed in July 1965, taking over the assets and !iabi.i1es of
the real estate department of the Bank (about $204 millicn at the time), Lzars
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from the parent Bank continue to be its principal source of funds, amounting a<
year-end 1969 to a million. The Corporation also has a $2-;— million credit line
from the Commercial Bank of Ethiopia, maintaining an account with the Bark cf
about $1 million. In addition, the Corporation accepts fixed deposits for amcunts
above $10, 000. 00 at negotiated rates. At the end of 1969 such deposits amounted
to $ million. The Corporation operates out of one office in Addis Abata and

a branch office in Asmara (previously 1 branch oftice of the Commercia!l Bark

of Ethiopia).

At the end of 1969 SMC had outstanding loans of $ millicn bat a
large proportion was secured by commercial buildings, apartment houses, land
etc.. The volume of loans advanced for the purpose of constructing homes caa-.
not be ascertained from the Corporation's records but is roughly on the crder
of $ million. This is nevertheless a substantically larger figure thar the
volume provided ISHOPA (see below).

Home loans by SMC are made cn very restrictive terms, The bor-
rower must provide collateral equal to 200% of the loan, the repaymert pericd
i{s limited to 5 years, and interest rates are 9 - 919, *

Most residential loans are on substantial properties, commenly
called "villas'', the average value running to $40, 000 or mozre. Almost all
of them are rented, although borrowers often claim that they are building
for their own occupacy (SMC is not concerned with whether cr not the houses
are rented). Some borrowers have incomes little higher than the mor-page
payments on their loans and can only discharge the lcan bty renring. Delir.-
quencies on loans secured by higher-priced villas are now quite high ard
SMC is cautious in making more such loans. Repossession of collateral is
expensive and very time-consuming.

* Fees, however, arc quite modest, amounting to a 1% commitment. fce
that is refundable if the loan is refused, plus a $30 appraisal fee; these fecs
are substantially less than those charged by ISHOPA,
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Despite restrictive terms demand for residential loans is kigh
and there is always a waiting list. SMC is exploring ways to increase its
available funds. It is negotiating an additional loan from the Commercial
Bank of Fthiopia, and is planning to offer a new type of savings account
that will restrict withdrawals and pay a rate above the passbook rate. The
Corporation also hopes to open several more branch offices,

The AID report made the following comment regarding the lending
terms of SMC:

"This type of 'marginal' financing does not, and can-
not be expected to serve the vast majority of the gencral
public in meeting its housing needs. Very few famiiies
may be expected to have, or to accumulate in advance,
assets amounting to 50% or more of the cost or value

of a house, "

This comment is correct but it should be understood that the
restrictive terms impossed by SMC serve the purpose of rationirg the Cer.
poration's limited funds in the face of heavy-demand. At various times the
Corparation has considered extending the maturity on residential loans-
an increase from 5 to 10 years would reduce very sharply the menthly pay-
ment required to amortize loans - but has not done so for fear that the mair
result would be to increase the size of their waiting list. If a lender =an
place all his available funds at a term of five years, and nevertheless goes
ahead to increase the term to ten years, demand will rise with no ircrease
in supply, waiting list will accummulate, and ever time fewer lecans will be
madc than before because loans will turn over more slowly. 1r general a
liberalisation of lending terms that is not accompanied by an ir stease in the
supply of funds sufficient to meet the increased demand at these erms iy
usually counter-productive over the long run. Such a policy mn-re often tharn
not hurts most those it is designed to help.

While SMC might have potential to become a more cffective hevsing
finance institution, there is little or no scope for changing the Corporation's
policies through external pressure. Like it's parent Corporation, the Com.
mercial Bank of Ethiopia, SMC is basically an autonomous profit-ma'ung
enterprise that cannot be casily influenced by the governmental instituzirns
responsible for dealing with the housing problem. (Five of SMC's ditect  re
represent the Commercial Bank of Ethiopia, onc is the General Manager of
SMC, and onc is from the National Bank of Ethiopia), Fortunately, ISHOPA
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is available to implement public policy. ISHOPA is basically a governmental
institution and a majority of its directions are from governmental agencies,
The association also is represented on the National Housing Committee which
is the public body responsible for housing under the Ministry of Public Works,
The balance of this report therefore focuses on ISHOPA.

ISHOPA is modelled on the mutual (non-profit) type of savings and
loan association that dominates in the USA, except that it is considered basia-
ally a public rather than private institution. Its basic purpose is "tc enusurage
thrift" and to advance credit "at reasonable rates of interest in order to
facilitate the individual's ownership of his own home'', ISHOPA has p-wer ¢~
accept savings accounts, borrow money and issue debtentures, tc make l:ans.
and "acquire, own, possess, mortgage, lease and dispose of proge:ty." L ans
may not exceed 75% of the value of the property morgaged, with a limis cf
$20, 000 on single family units and $30, 000 on two-family units, The maximum
term is sixteen years. Dividend payments received by savers are tax-free

Growth of deposits at ISHOPA was reasonably satisfactcry *hrough
1967 but very slow thereafter. At year-end 1970 tctal depcsits amour‘ed 10
about $2 million, $1.8 million at the main office in Addis Ababa and ¢he bhalance
at a branch office in Assab. The Association pays 5% cn savings accounts cf
the passbook type which are de facto withdrawable on demand, but tkis prchatijy
will be raised to 6% in the near future to match the rate rezently adopred by
commercial banks. Fixed deposits on amcunts of $10,000 or more ~arry ne -
gotated rates up to 7% passbook savings accoun® fcr $1.7 millicr of the $2.0
million total, fixed deposited accounting for the remainder. Nc debert.res
have as yet been issued.

From its inception through December 1970 ISHOPA had disbursed
193 home loans aggregating $3. 6 million, of which $2 million weye onsstand-
ing at the end of the period. The record of loans disbursed by yvears is as
follows:

Period ending September Number of Lzan«
1962-63 2
1963.64 21
1964-65 35
1965-66 33
1966.67 47
1967-68 14
1968.69 1

1969-70 14
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As indicated the volume of loans fell drastically after 1967 and for
most this reflects the slow-down in savings account growth of 1968-69 ISHOFA
stopped accepting loan applications. During 1970 loan activity began slowly to
recover. The great majority of loans disbursed have been for the legal maximum
amount of $20, 000,

ISHOPA's lending activity in the past thus comprises a drop in the
ocean of need. It has been estimated, for example, that 19 major grewth towns
which will have major infrastructure development completed by 1971, <culd use
6-8, 000 loans per year. *

ISHOPA currently has a waiting list of about 200 loan appli-ations,
but this would be substantially larger if any attempt were made to solicit
applicants, or if there were any indication that a larger volume of loans would
become available in the future.

Repayment experience on lcanc has been excellent (no defa'ilts have
yet been recorded). While loans carry a face maturity of 16 years, the
mortgage payment is calculated to amortize the loan over 131 years. Borinowers
are thus allowed to forego up to 30 payments, with the permissinn of the Assc-
ciation, without becoming delinquent. '

The original capital of ISHOPA consis‘ed of $1, 000,000, half con-
tributed by His Imperial Majesty and half by the US AID, Hcwever, the
Association has operated at a loss since its incepticn and abcut 1/5 of its
initial capital has been dissipated. This reflects a number ~f faziors dis-
cussed later, including lazk of sufficient growth to permit an ef!fi:iers scale
of operations, and an inadequate margin bectween savings rates and !-an rares,

ISHOPA's charter stipulated a maximom loar rare ¢i #%, leaving the
Association with no flexibility to cover the higher rates it was forzed to pay 'n
savings accounts in order to remain competitive when marke: rases rosc. Not
until October 1969 was the 6% cciling eliminated and ISHOFA's bzard of dire.*ors
given discretion to set the rate. This revision in ISHOFA s charver only affecred
loans written after that date however and ISHOFA's portfolio of old «rans cen.
tinued to carn only 6%. In 1970 an appeal was made to existing borrowers
voluntarily to accept a rate increase to 7%, and a large propartion agreed. Of

* See Request 1o tho IBRD-IDA for Assistance tc an Urbanization Pr-ject
in Fthiopia,
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the 152 mortgages outstanding at year-end 1970, 20 still carried rates of 6%,
120 were at 7%, 21 were at 9% and one at 10%. With a rise in the savings account
rate to 6% imminent, the earnings squeeze on ISHOPA will continue,

ISHOPA's policy since its inception has been to offer loans at the
maximum terms allowable by law, even though its available funds could meet
only a fraction of the qualified demand at these terms. The inevitable result
has been long waiting lists and long intervals between submissicn of a loan
application and disbursement of a loan. The only was the Asscciation could
keep its waiting list down was to refuse to accept application, *

It is easy enough to understand how ISHOPA got into this bind., The
Association was formed to aid low and middle-income households., If ISHOPA
had set terms restrictive enough to keep the demand for loans in line with its
available funds, it would have been criticized as "ancther ins-itution ¢o aid the
rich'", To avoid such criticism, ISHOPA {fe!*t obliged to post the maximum terms
allowed by law (even these terms were criticised as being too severe for most
Ethiopian families to meet), But by promising much more than it could hcpe to
deliver, ISHOPA raised false hopes, and suffered a loss of credihility.

The low point in ISHOPA's fortunes was reachked in late 1968 when
rising market interest rates caused a drain of savings acccunts and forced new
lending to come to a halt,

The managing director was quoted by the press as suaving that:

"There are only three alternatives: change *he Assoziaticn
charter to give it grea‘er flexibility in setting interese

rates according to prevailing conditions in the money tarkers
accept government subsides to provide cap’-al for makinyp
low-cost loans and make np for losses: or finally, go out

of business entirely.' (The Ethicpian Herald, Septembet

7, 1968)

% ISHOPA's advertising intensificd its problem by s‘ressing the lending side
of its operations. As late as 1969, when the Association has stapped even
accepting loan applications, its advertising noted that a savings account
passbook at ISHOPA was ''a passport to home ownership. "
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The newspaper chose to pcint up the last alternative, the colimn
heading reading "ISHOPA.....may close down", A month later the general
manager resigred and it appeared that the prediction might come true,

Farly in 1969, however, a new and vigorous manager was appninted,
withdrawals eased off, and in June the government eliminated *the 6% rate reil-
ing on new lcans. In addition, ISHOPA rececived a strung boas” from consu mmatinn
of long-standing plans for a large-scale (750 dwelling units) hzusing project in
Addis Ababa, financed by an investor in the Urited States with an AlD.guaran‘ee.
ISHOPA is the local admiristrater of the preject and will originate and service
the loans, *

Clearly ISHOPA has turned the corner. The questicn is, where does
it go from here?

C. Allernatives

In general there are two ways (not mutually exclusive ) in which ISHOPA
could become a more effective home finance instituticn. First, it could received
sizeable allocations of funds from the Fthiopia Government. (In a mem:randum
submitted to His Imperial Majesty on Marzh 31, 1970, the managing director of
ISHOPA together with officials from the Minisrry of Finanze and the Lord Mayor of
Addis Ababa requested an annual grant of $500, 000 from the rurrent hudget, a cre-
time loan cf $500.000 from the Merigage Bank to meet the current waiting list, a
second loan of $250,000 ‘{rom the Municipal Department of the Ministry ¢ rhe "=
terior, and Gecvernment guarantees cf loans from abreoad. Second, 1ISHOPA could
throﬁgh apprepriate changes in policice and precedures dravito iteelf a lar ge
volume of private savings, The balance of *his report is directed Lo the cescnd
approach, partly because there seems to be little pessibility that any alzeable
amount of Government funds will be found fer ISHOPA, and partiy because the
writer has little tG contribute on the questien of how tc locsen the Government''s
purse strings, ¥/

* The hemes will cost abnat $20, 000 interest rates on the lran will 1un abea
10%, with a !0% dcewnpayment and 20-year term. Thke coctractor is a laige
American fim tut the project will employ local sub-contraciors, lo al
labour, and largely lozal materia's, The !can funds wi.! be provided by the
Federal Home Lean Bank Bos'zn, with repaymen' guaranteed by AlD,
which in turn has the guarantee of the Ethicpian Gevernmear., When *he
project was announced ISHOPA received 2,200 applicaticns in 25 days,
after which no further applicaticns were accepted,

** A good casc can be made that the second approach alsc is "sounder' in
that it will tend o promeate a larger volume nf national savings.,
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ISHOPA: INCREASING ISHOPA'S CURRENT INCOME

A first priority for ISHOPA is to inzrease its income. As noted,
ISHOPA has teen cperating in the red since its inception. The con*inued
erosion of the Assc-iation's capitai invelves an ever-increasing danger of loss
of public confidence. In addition, higher income is necessary to permi®
(v ISHOFA to pay attractive rates or savings, a point discussed more fally
below. Finally, the flow cf current income is als: a scurce of future loan-
able funds, a point that is frequenly overlooked.

! A. Interes' Rates on New Loans

[ * Interest earnings or. home lcans is ISHOPA's principa! scurce of
| income. There is no question but that in the past ISHOFA's ra‘es have heen
too low. The margin hetweer. income and expenses has teen =02 small *5
allow the Association to pav a competitive rate *c savers EXCER®t by using up
capital. In additicn, rates have not veen high encugh o keep demand in
balarce with the supply =f funds available f~r lending.

Sornc otservers wou.d deny *hat ISHOFA's rates have vecer ‘o
low. They weuld argue that lew-inceme househzids canno* afford adequa‘e
housing at high in'eres® rates; conly a* low rates can law-income families
l qualify for the isars necded 1o ohtain a minimn grandard =f hoising  Tris
well-intentiored view, however, fails to make the importan: distincion
[l betweer a posted interest rate and an effective interest rate an effe - tive

rate is that ra*e av whizh fands are actually availabie. Tle distinztica -an
be illustrated withk the follewing parable pertairing t> a - nversa‘ion te-
tween a loan applizant ard a lender,

Appiizant; I would like a heme lcan for $20, 000 1

can meet ycur income, downpavymen' and o*her require-
\’ ments. Ca= you make *he !~an and what 18 the va‘e
[l Jiender: We can mave *he loan. The rate is 12%.
Applicant:  12%7? That is very high. The lender dewn
rl the strect charges only 8%,
Lender: Why didn't you borraw fram the Jender

n down the street?
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Applicant; He has no mcney.
Lender: When I have nc money I charge only 6%.

It seldom is in the interest of low-income households as a whole,
although under some circumstances it may be in the interest of a tiny mirority
of such households, to set a posted rate below the effective rate. Opre vay
or the other the demands of high-income borrowers are usually satisfied be.
fore the demands of low-inzome borrowers, and when the pos‘ed rate 's iow
the former do not provide the lending institu‘icn w~i*h the s'ream of in- .me that
could finance the needs nof the latter.

I will illustrate the dimensions of the prohlem wirth a samp.c  Sup-
pose ISHOFA has availabie one million or enough *o mave fifty loans ¢f
$20, 000 each in a given year, and *the demand for lcans (assuming a 25%
downpayment and 16-year ma‘urity) is as fallows:

Number of Households Demanding Loans

Interest High Low . Tc:al Lcans
Rate Income Inccme _Demanded
15% 50 0 50
l 8% 50 500 550

How shouid ISHOPA distribute the 50 !-aas”

a) If ISHOFA ratizned 1's funds cy interes' ra‘es, as
a private commercial lender would do, it welid post a rate .t (5% with ‘he
result that only the demands of high-intome hcisch=!ds wo ..d “e me*. Over
time, however, the Association's funds wculd grow mich m 1e rapid: ; with
the high rates The differenze in growth return is grea'er *he icnger “he
mafurity. Assume, for exampl!e, two loans of $J,000, one at (5% and cne ar
8%, with all payments made annually. *

¥ T ae ascumptinon of annual payment's is made to simplify *he computanion,
The assumption leads 'o an understatement of the differen-e in accummaulated
sums between high-interest rate and low-rate ioans,
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With a one-year maturity the lender would receive $1 015
and $1, 008 respectively for relending at the end of the year. If the repayment
period is five years the accumulated sums at the end of the period, assurning
reinvestment of interest and principal at 15% and 8Y% respectively, wao.ld ke
$2,011 and $1,469. At the 13} year repayment period used by ISHOFA rhe
differences would be even greater, *

The akove example assimes tha' the higker income re-
sulting from the higher rate weuld aceorue to the Asscciation, increasiny its
reserves. In fact, of course, part of it would be paid to shareholders as
dividends. This would have the effect of increasing the attractiveness of
savings accounts at ISHOPA, which would acrelerate the growth rate of such
deposits. Fither way, whether the income is retained by the Asscciation or
paid out to savers, the Associaticn's lending power in the future will te in.
creased,

The disadvantage cf this pzlicy is of course tha: in the
short run ISHOPA would be making loans only to those who could affrrd ra
pay the higher rate.

b} Suppose instead ISHOFA posted a rate of 8% which
a large number of low-income househelds car afford. Since the Asecciaticon
has funds to meet only a small part of the demanrd at *his rate 13ans 10 s
be raticned employing other criteria. If rther than income « riteria are
used, high-income households are likely to obrain mest of the avdilable lnans
They will be better credit risks, they will have moere infiuential triends,
they dress better, etc., etc.. Even if a "first come first served" rale is
adopted highe r-income heuseh:ids typically are better informed and w!i
be first in line., Instead of paying the higher ratre that they can afferd, how.
ever, the high-income houschelds will obtain the benefic nf ' he lower rate
while a small number of Jow-income househo!ds may alsdy « htain the tenefrr
of the lower rate, the great majerity of them will have © -vait longer 171 a
loan than if the Association had charged the higher rave.

* The example assumes that the lhan size is independent of the ra‘c  harged,
In some cases where borrowers commit themselves to the larges-  an
consistent with the requirement that the me rrgage payment cannot exveed
25% of their income, higher interest rates will lead to smaller Inans so
long as total demand is adequate to employ atl the lenders funds at “he ias.
sumcd rate; however, this dees not invalidate the example,
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c) Since ISHOPA is a public institution it could empioy
income criteria in rationing loans; that is, it could pcst the lower rate and
explicitly exclude high-income households. This would assure that only
low-income households obtain loans from ISHOPA, but the problem of rationing
loans to such households would remain. Again there would be a lucky few
who obtained loans in the current year but over the long run the funds avail-
able for low-income households would be smaller than if ISHOPA had charged
the effective rate.

d) Because the ideology of low-interest rates is very
powerful consideration should be given to a comprcmise policy of variable
rates. Under this policy high-income househol!ds would pay the higher rate
and low-income households the lower rate. To simplify administration how-
ever it would be preferabie to tie the rate to the loan amount rather than ¢
the borrower's income. As an example,the rate on a $5,000. 00 loan might
be 8%; on the next $5, 000. 00 the borrower waculd pay 10%; on the next
$5,000. 00, 12%, etc.. The existing $20, 000. 00 ceiling could safely be
eliminated with such a policy. This plan should be frankly recognized as
a subsidy operation, with high-income houschold subsidizing low-income
households,

An important collateral advantage of such a plan is
that all borrowers will have an incentive to 1se smailer !cans. Under the
existing policy there is a strong incentive for borrowers, even thase with
low-incomes ‘o request the maximum allswabie lsans In 1643 when ISHOPA
began operations the average loan size was over $!8,000. 00 and in 1970,
it was well over $19, 000. 00,

% From the standpoint of a profit-maximizing institution the pclicy of
charging higher rates on larger lcans is perverse, because the institutinn's
costs are inversely related to !oan size; i.e., the largcr the loan the lower
the cost in percentage terms. Thus other things being the same a private
lender charges a higher rate on smalier loans if he is allowed by law io do
so. If such discrimination is illegal the private lender will often simply
refuse to make small loans. In the USA for sxample private lenders will
not make small insured loans because the 1 ga! rate ceiling ¢ such loans
prevents the lender from recovering his costs. Thus, while it may be wise
for a public institution such as ISHOFA to charge lower rates cn smail lcans,
it is very unwise for Government. to try and force private lenders to de the
same,
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If most borrowers prefer the maximum loan amount de-
spite the graduated scale of interest rates, it indicates that the scale is not
sufficiently steep and the rate on larger loans should be raised further.

It would be theorectically possible to establish a set of
effective variable rate:, where total loan demand would not exceed ISHOPA's
available funds. This may not be probably practical however because it
would require a set of very steeply graduated rates which probabiy weculd ex-
ceed the legal rate maximum in Ethicpia (12%). Hence, the raticning ideally of
such criteria should be simple to understand, it skould involve a minimum
of personal judgement by ISHOFA officials in order to avoid suspicicn of
bjas, favoritism, etc., and it should previde an incentive for barrowers to
minimize the use of ISHOPA's funds.

A simple method that meets these criteria is as follows:*

If a policy of encouraging smaller loans is to be suc-
cessful in aiding low-income households it must be possible for borrowers to
obtain some housing accommodations acceptable to them and to iSHOFA at
a price low enough that the small loan will finance the majcr part of it {75%
or 8o). If ISHOPA for example, priced $5,000.00 ioans very icw but would

* The method proposed is a variant of one used by the Caja Central of

Chile. When a loan applicaticn is received, ISHOFA compuates EB x N
L

for the previous 12-month period:where B is the ernd ~f month savirgs
balance, N is the number ¢f months the balanw.e wae Leld and L is tre re-
quested loan. Thus if an applicant for a $10, 000. 00 Iran had a $500. 00
balance for the previous six months and a $300. 00 balar :¢ for the six
months before that, his score is 600 x 6 prus 300 x / divided by 10,000,
equaling 54. Fach month ISHOPA ranks ail applizan's and pives mans
to those with the highest store aniil its funds are exhausted., The tallow-
ing month the process is repeated bur applicarts whose demands were not
satisficd in the previous month v.ill obtain one more menth credit 1o their
score. Assuming the applicant above does not change his halarnce ks new
score will be 600 x 7 plus 300 x 6 divided by 10,000, equaling 60; his
score rnoves up as he waits. This completely mechnical rule rewards
past savings, encourages smaller loans, and rewards waiting,
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accept as security only houses costing $20,000. 00 or more, the policy would
backfire. Indeed experience in other countries suggests that this is likely tn
happen unless there is a housing program that provides the physicai supgly
counterpart of the small loan. The reason is that the lew-priczed dweiting
unit purchased on the private market usually wili not provide adcquate security
for a loan. Special types of security for the lender have to be devised, e g.,
by having the locan guaranteed by a borrower collective of sime sert, or by
controlling the physical enviroment in which the urit is placed s that i
value will be maintained. Some types of programs that zculd Le emp.oyed
are discussed in Mr. Titly's recent memcrandam and need n." ke pars-.ed
here. *

B. Fees on New Loans

A second source of income to ISHOFA is fees on new loans. ISHOFA's
charter states that charges which may be imposed shall be stch as may be
required to cover the Association's cost in ccnnection with the making of any
loan, but shall in no event exceed 5% of the amcunt cf the Inran. The fees
actually established by ISHOPA are shown ke!cw,

COSTS PAID BY BOREOWERS

Eth. §

Appraisal fee 200. 00

Loan fee 200. 06

Inspection fee 400 00 (cr 2% of con.
slruzcinon rost
whiclever is
highe!‘,\

Cost of Star.dard Flans 400 00

Cost of Desigring New FPlans 800.G0 ,°r 4% cf ¢~=n-
stru.ton o8t
whizhever is
higher;

Revenue Stamp 2.5C (per §.,000.00
of can?

Insurance Premium 3.50 (per $ ,000,00
cf va..e per
yecar'

N.B. A borrower is nor asked to pay the appraisal {ee if plans are
purchased from 1SHOPA.

*  Androw L. Titley, Outline of A Suggested Urhanizaticn and Hrasing Pcliey,
Planning Commission Discussicn Faper, December, 1970,
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ISHOPA considers only the first two items "costs in connertion
with the making of any loan", so that total costs to the borrower may exceed
5%. Thus on a $20,000.00 loan a torrower with his own plans pays ISHOPA
$800. 00 in fees or 4% of the loan, in addition to a $50.00 tax and $70. 00
insurance premium per year. (The last two items of course ISHOFA does
not receive,) On a $10, 000, 00 loan the borrower puys ISHOPA $600. 00 or 6% of
the loan. These fees must be paid in cash and comprise a sukstantial burden
on borrowers, they are proportionately more heavy on smaller loans. Thus
it would appear that little scope exists for raising fees.

C. Interest Rates on Old Loans

Low interest rates on loans made in early years exercise a heavy
drag on ISHOPA's earnings, and will continue to do so for some time, unless
something is done to raise the rates on these lcans. The distribution of
rates as of December 30, 1970 is as fcllows:

Rate Number cof Loans
6% 20
7% < 110
9% 21

10% 1

The 22 loans at 9-10% were all made after Octcker 196G whe= ~he
legal 6% rate ceiling was atolished and ISHOPA was given discreticn o set
the rate to meet market conditions. The 110 Forrowers raying 7% voiuntarily
accepted a 1% rise in response to ISHOPA's appea! while 20 “crrcwers re-
fused. According to ISHOFA's management however, there is scepe for
further voluntary increase of this sort.

To include borrowers with low-rate morsgages "o azcept a higher
rate some guid proquo must be offered. It is f~rtunaze indeed “ha: a qad
proquo is at hand. Under their existing contracts “arrowers are prchitited
from sub-letting their homes. The demand %o subles is very strcng. There
is every rcason to believe that a large properation of existing Y crr. acrs
would accept a higher rate if they were allowed to sub- et part or al! [ ‘keir
homes. Since the existing restrictions on sub-letting benefit no one except
perhaps commercial landlords who are protected from compe‘ition < private
owners it is strongly recommended that ISHOPA offer new contracts to
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borrowers that would allow sub-letting, while allowing ISHOPA to raise the
interest rate to coincide with the current rate. Since this proposal runs
counter to views advanced by many that sub-letting is an "evil' I will dis-
gress briefly to discuss this problem,

1. FExisting restrictions on sub-letting are based on two factors:

a) The stated purpose of the Association is to facilitate
the individual's ownership of his own home. This can
be interpreted to mean that ISHOPA should prohibit sub-
letting.

b} Because of the need to ration funds it appears
appropriate to give preference to those who wish homes
for their own use rather than those who wish to rent
them at a profit.

2. Regarding the legalities of the matter the writer cannot
speak authoritatively. It would superiicially appear however that the intent
of the law as it stands 1s to prohibit loans to firms that are in the business
or constructing homes or multi-family residences for profit. The legal
status of the individual home owner who may wish to sublet part or all of
his residence is not at all clear.

3. It is important to distinguish restrictions on sub-letting by
existing borrowers with policy towards potential new borrowers. No real
purpose is served by preventing existing home cwaers from sub-letting
their homes. On the contrary such restrictions hurt the home ~wnex who
has decided that he prefers less housing space and more of other things
such as food and clothing that can be purchased with rental income ottain-
able.
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TABLE 1

PEHSONS EMPLUYED AND SALARIES PAID UY TIE CENTRAL GOVERNMENT
AND AUTONOMOUS AJYHORITIES IN ADUIS AUBADA IN APRIL 1969, DY LEVEL OF INCOME

PIRE N0 JU/etniB sy e{n)

Wy we H'F e 0§ N1ts PLI-T
S
WC Re DM A tPA fouws #0F AHE L o0 | T4 1CF Nt m,,\ Py
/OAE/NC/ AR’ ht.C , ke
n 1 C < N e %
-
nas n v W06 2.4 7.7 50 0.4 0.8 UNDER 23
2% - 49 3,085 17,8 15,1 1,723 12, 68.9 23 - 49
% - 74 2,539 4.7 463.4 1,347 10.0 - f%,7 350 - 74
7% - $9 1,212 7.0  100,7 1,040 8.3 0.4 75 -~ 99
100 - 148 1,760 30,2 209.4 1,544 11,2 .186.,6 100 - 149
150 - 199 1,665 9,6 281.4 1,119 ®.1 188,7 150 = 199
200 - 249 1,439 83 2.7 1,013 7.3 229.2 200 - 249
250 - 299 891 6.2 23G.2 1,181 8,5 323.5 250 - 299
300 - 349 1,003 8.6 314,9 . 724 5.2 230,9 300 - 349
350 - 399 . S8, 34 2130 755 5.5 . 20,0 350 - 399
400 - 449 344 2,0  14),9 563 4.) © 237.9 400 - 441
450 - 499 224 1.3 103.s 376 8.7 176 .4 450 - 499
300 - 599 S04 2.9  26%.4 634 4.6 347.3 Ho0 - 899
O - 649 469 2.7 297,1 a8 3.6 3G ' GO0 - 699
700 ~ 799 %42 3.1 403.8 318 2.3 240,9 700 - 799
800 - 89y 167 1.0 13 o 1.2 134.7 8O0 - B99
800 - ¥99 136 0.8 131.4 150 4,0 140,5 500 - 99§
1000 ~34¥9 176 0 2006 | w4 e 308,0 100D -1499
1500 N NHP NAR 140 0,0 2R2,8 23y 1,7 981.8 1300 AND OVER
(7 19 bo 287 100,03 ,927,4 E3,n29 00,0 4,076.3 TOYAL
WK | E ] rmameas MR ) eonimevts | ancose airoup
EMPLOY EXS (N0 PHPLAW LS (IN'OOUES) | (es ven MONTH)
CENTRAL GOVEUNKENT “'::"“;‘:'.’:’; ":‘: c;”.’.‘.".' ﬁ’ma“”

lource: Ethiopia, Statistical Abstract for 1969, p. 143,
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Table 2 )
Salary Ranze of Enployees in 304 Private Fctablishments in Addis Ababa — 196"

Ya;e/&hry Incuatry O Industry 2/3 Inductiry 4 Industry 5 Industry 6 Industry 7 Industry 8 A1l Ta wtries
Gro £th, bonrtin, | Etn. |Zon-tth. | Ethe | Non-:tnd Eth. [ronkth.| Tth. |Ron-tth.|€th. Jron-Etr] Eth. [Rom-ztn.] Tin. Zcn-Eth,
251-300 24 1 239 10 53 1 55 1 26 | 17 1 0 7 3 715§ 33
Jot-350 13 [ 157 19 19 0 44 2 162 13 91 o 8 1 504 k3
351-250 13 0 104 18 10 S 144 5 163 17 58 1 15 3 507 S52
401- 550 4 0 73 12 | u 0 3 3 91 14 32 1 4 1 261 3
451-5C0 2 1 49 1 14 11 15 10 104 22 14 o} S 10 2.5 €8

| 501-359 3 0 72 12 9 2 4 o 1 10 51 2 5 1 223 21
551-€00 2 2 58 32 ] 8 10 8 b} 12 63 0 S 2 217 64
601-650 1 1 6] 1n 1] o 0 48 14 24 2 1 1 125] 2
651-720 3 3 2| 21 ] 9 7 8 60 12 5] o 3] "3 123 s1
701-750 5 1 24 25 2 6 13 8 29 9 15 0 3 3 91 52
751-7c0 1 1 18 34 1 6 8 8 41 14 12 2 3 3 4 68
801750 3 1 1 15 1 2 4 4 26 4 9 3 1 0 55 23
£51-200 v o 11 19 2 6 1 1" 17 16 7 1 o 1 38 54
$01-950 o 0 7 5 (/] 1 0 2 19 10 4 2 1 3 3 23
£51-1000 1 2 T n o 32 3 16 19 28 7 3 1 2 33 116
Alove 1000 2 17 31 w7 2 57 3 13 £o 198 14| 45 5 20 144 | 607
Total 19 30 941 | 4T 136 149 350 | 159 1233 41 556 | 62 671 51 3362 | 1345
¥c. cf
istadlish- 10 52 24 36 125 18 39 304
neats

[
ALY HEW W

I n Power F.ocar
W < c<h
and - Statisgje Scction |
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TABLE 3

BOLE HOUSING PROJECT

Memo Prepared for Selection Committee Meetin

l. Total number of applicants who registered during the official period
2. Those who filled out Mortgage Loan forms
3. Out of these 1232;

(a) Those who have voluntarily withdrawn application

(b) Those who already own housews

(c) Those who earn (family income) less than
$400. 00 per month :

(d) Those who earr (family income) more than
$1,500. 00 per month

4. Those who may qualify {includes the 207 applicants whose
family income is between $400. 00 and $500. 00 per month)

Addis Ababa
February 23, 1971

2160

1232

58
339

54

773
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Comments by Chief of Architectural Studies
Haile Selassie University
in conversation with Philip Oviatt.

(The following comments were made by Ato Techeste Ahdercm, Chief
of Architectural Studies at Haile Selassie University's Southern Campus
of Architectural and Building Technology -formerly Ethio-Swedish
Building College. He graduated from building college, took graduate
work in town planning from the University of the Netherlands, graduate
work in architecture from Yale University, and holds a Masters Degree
from Iowa State University. His thesis was on low cost housing for
Ethiopia. It includes resecarch data as recent as 1970.)
...Little is known regarding desirable feztures of a house
standard acceptable to any social level of population in Ethiopia,
Many people pay 507 and more of their yearly income for
housing.
In much of the housing being built currently, space is not
being used for its designed purpose. Not enough of the right kind
of storage area is provided. '
Much more specific, in depth, research is required to identify
accurately design requirements for homes in Ethiopia,
He beliecves:
1) Housing should have inside kitchens and baths.
2) Construction of a 2 bedroom, 65 m? house, with amenitiecs
contributing to pride of ownership, can be built fer
Eth$150 per m? including urbanizaticn and land costs
(project or more than 100 units),

3) No appropriate plans exist anywhere
for housing in the cost range of Eth$8,000 to Eth$§15,000
(US$3200 - $6000).

4) That the housing problem lics in providing home¢ financing

for the growing middle class of young people.



APPENDIX 'G'

Persons Interviewed

Municipality of Addis Ababa:
H. E. Dr. Haile Giorgis Workneh, Lord Mayor

H.E. Ato Bekele Haile, Vice-Mayor

H.E. Ato Abdella Abdurahman, Vice Mayor

H.E. Ato Mulugetta Sene Giorgio, Vice-Mayor

H.E. Ato Hallu Sebsibe, Vice-Mayor

Ato Bekele Dina, Architect and Assistant to Vice-Mayor Abdella
Dr. Gunstedt, Department of Public Health and Social Services
Ato Assefa Tessema, Chief, Planning Department

Ato Beyene Wolde-Giorgis, Chief Engineer

Mr. Vladimir Balkansky, Architect

Mr. H.E. Callaway - Cadastral Expert

Imperial Ethiopian Government:

Ato Mulgetta Demissie, Director General, Department of
Municipalities, Ministry of Interior

Ato Getenet Zewede, Labor Department, Ministry of National
Community Development

H.E. Ato Habtu Eshete, Vice Minister, Central Statistical Office
Ato Seyoum Alemayehu, Deputy Head, Central Statistical Office
Ato Osman, Industries Branch, Central Statistical Office

Mr. Lars Bundestam, Demographer, Central Statistical Office

Ato Shitto Mersha, Head Public Housing Department, Mini tcy
of Public Works

Mr. Mantari - Chicef Technical Services, Ministry of Public Works,
Dr, Maaza Dekele, Planning Commission

Mr. Andrew Tetlcy, Planning Zommission
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U.S. AID Mission in Addis Ababa:

Roger Ernst, Mission Director

William Reed, Deputy Director

Donals Miller, Program Officer

Eugene Sullivan, Chief, Private Enterprise Division
Malcolm Novins, Private Enterprise Division

Gordon Manley - Chief AID Engineer

David Gephart - Assistant AID Engineer

Others:
R.E. Fitchett, Regional Advisor, Housing Finance Industry and
Housing Division, the United Nations Economic Commission for
Africa
Alex B. Puplampu, Housing Finance Division, UNECA
Ato Gebretsadik Woldeyesus, General Manager of ISHOPA

Ato Getachew Tessema, Member of Board of ISHOPA and
Managing Director, Lion Insurance Company

Ato Sime Takele, General Manager, Savings and Mortgage
Corporation

Ato Tadessc Abebe, Deputy General Manager, Commercial Bank
of Echiopia

Librarian, UNDP, Addis Ababha
Tsion Gabre, Librarian, United States Information Service

Ato Mesf{in Leykun -~ Associate Dean - Dept. of Architecture and
Building Technology (Building College)

Ato Techeste Ahderom - Chicef Archectural Secticen
(Building College)

Enginccr Brank - Sicemens Company
R.E. Houlden - Assistant Manager - SKANSKA

Ato Samucl Scyfu - Architect Consultant .rm
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Ato Abate Menkir - Architect - Engineering Consultant Firm
Mr., Lothar Ehlscheid - Director, ECAFCO
Mr. J. Hertling - Impresit-Bedelle Company
Mr. Paul Dowling - Technical Advisor, Peace Corps

Mr. Carl Curtain - Assistant Manager - Ralph Parsons
Construction Co.

Mr. D. Kissig - Engineer - Imperial Highway Authority
Mr. John Kessler - Project Engineer - Harza Engineers

Mr. Paul Manchak - Halle Selassie University - Architectural
Division

Mr, Edward Simone - Haile Selassie I University - Ethiopian
Studies Anthropology-Housing Requirements.



