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"INFORM.L SE-=R HOUSING FINANCE 

1. Ih'I MDUCTION 

11 Background 

Basic to the success of any housing policy is the availability of 

finance; and basic to the effective useof such finance is an 

understanding of ha.; it is monilised and allocated in the informal 

sector. tL!ihe in the formal sectors, public as well as private,. 

where the fla-. of funds is reg'alated by gcoverament intervention, 
the informal secto- is by definiition left to its orni devices. 

It is here the niarkt forces cjerate mDst directly to determine 

prices of produvtion factors ,including finance. Only when the 

fomnal sector institutins understa-nd ho..:uch-and on what te.-
the informal sector is willing to pay for housing. will they be able 

to serve those most in need of rinroved shelter. 

For the purposes of this study the informal sector is defiled 

simply as that part of the housing construt.ticn activities which 

does not have access to for-nal housing finance institutions in 

the private or public sectors. The dichotcny betwqeen the formal 

and informal sectors is generally sperakin na false one. This 

study will therefore not try to lend imare precision to the di-fuse 

line of separation between them. Much will be said about why 

access to fo-rral sector housing finance is possoble for some 

structures and not for others, for sore individuals and not for 

others, or even why some houses, which were financed by the 

formal sector cannot be extended with finance frcm the same 

sector. 

Another false dichotrr will be guarded against through-out the 

study, namely self-finance versus other forms of fanance. In 

theory, there is a very clear distinction bet,.een what one pays 

for out of current incr,e or savings and that which is paid for 

by borro.,ino. Hc'.ever, the unefulness of this stu-IV lies in its 
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analysis of the inccme generating capacity of housing, 

and to what extent that income is recycled into housing. l is 
only by recapturing these flco:s of funds, iiow mainly outsic:..' t' ir 
reach, that formal institutions can hope to mobilise signif_'-a.. 

additional resources. 

This study is part of a more ccaprehensive study of hcusing finance 
in Kenya. It was originally intended that the informal sector 
be studied first in order to camlemant the prescriptive part of the 
formal sector study. As it turned out, the formal sector was studied 
first. The outcr-2 is not essentially different, but this report is 
therefore obliged to deal with the probl:-n of integrating the two 
sector studies. This is done in a separate chapter.. 

1. 2 Survey strategy and rkrthods 

It was never the intentimn that the study of informal housing 
finance was goinmg to be a broad bascd survey with statistically 
significxit findings. Distcad, there were gnod reasons for dra..?ing 
on the results of prcvio)u studies of the inforeai housing secztor 
in Kenva. Lie.:isc, it was more imortant to go decpar into the 
finance machxnisms of a couple of typical infor.al housing areas 
than to collect large amounts of data fra7. many parts of Kenya. 

(a) Survey Areas 

Consequently, only two areas were chosen: Githurai andin Nairobi, 
Kisauni in MzTbasa (see location map3P. IG,25).Besides these two 
areas, several other areas had been considered for study; viz: Village 
II in Mathare, Dagoretti, Kibera, Karatina, Korogocho all in Nairobi, 
and Hurnrna and MZenderi in Eldoret. It was decided that all these 
areas had been studied before, while Kisauni had been studied only 
once for another purpose. Githuiai had not so far been studied; 
Other reasons fox selecting thesu two areas were: 

,1. 	 Githurai and Kisauni were thought to be more typical of the kMnd 
of inforTal sector housing which could be expected to develop in 

http:infor.al
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and around the two largest urban areas in Kenya: Nairobi and 

Monbasa.
 

2. 	 There was presumed to be rmore interaction between the foiral 

and informal housing finance sectors in the cases of Githurai 

and Kisauni than in others. This was a major subject for 

investigaticn as per the Terms cf Reference. 

3. 	 Both fulfilled the criteria of being high-density urban areas. 

4. 	 Both are-as had a good mix of absentee land lords, tenints and 

OcJer-o'cupiers. 

5. 	 Kisauni and Githurai contrasted well in terns of historical, 

sociological, and physical patterns of grovtih. 'Me formor 

being old, traditional and slo..: gro.,-ing. 'T1he othor just the 

opposite.
 

(b) 	 Hypotheses 

The study team formulated the folling hypothesis utich they 

expected the survey results would prove or disprove. 

1. 	 Terms of infonmal sector housing finance are generally mre 

severe than those of the fornal market. 

2. 	 Return on investments in iforaial housing justifies accepting 

the more severe terms of finance. 

3. 	 Actual expenditure on housing is not related to the incane 

of a household at the time of seeking finance. 

4. 	 In the informal housing sector, the conditions for obtaining 

finance are those of the capital market as opposed to those 
prevailing in the mortgage market. 
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- (c) Survey Instrrmots 

It was found mst appropriate to canduct the survey by way of an 

administered questionnaire. The main reasons for this decision were: 

- the cxplexity of the subject 

- the open-ended nature of questions 

- an-the-spat checkinq of a.swers 

- new "leads" might be identified 

It was cnsquently decided to difierentiate the cyestionnaires, and 

the following gro'ups would have their separate set of questions: 

Tenants 

Owner Occupiers
 

Abrentee L'nd lords 

Contractors 

Lenders 

Local Authoritv Officials
 

&:&'Tples of these qustionnaires are incluek- in Annex.: 

The questions incdu-cd in the qoestia-naire were not exhaustive; 

indeed the questiccnaires were intended unly as a guide to the 

interviewers. Since this was not designed as a statistical survey, 

the best results %c*uld be obtained through cciiversational dialogue 

between intervie...'ars and the respondents rather than through direct 

question and answer interview:s. 

Groups other than those ite-Ttised above were also intervieed, for 
exanple, discussions were held with financiers in the formal sector 

especially those in indigenous private, formal financial institutimns. 

Suppliers of building materials who had supplied to the informal sector 

were also interviewed. 

Intr-,vie:s w re first carried out at Githurai in Nairobi. The interview.crs 
made observatians on the size of rocars, n ber of rooms built, and any 

existing services, such as water and electricity. The physical and social 



5. 

,infrastructure was also noted. Interviews were subsequently carried 

out at Kisauni in nibasa in a similar manner. 

All the interviews were carried out on an individual basis, with the 

at their hoses.interviewers usually visiting the respondents 

The respondents, except the administrative and conmunity leaders and 

any identified money-lenders, were chosen at random. The guideline 

was that 30 interviw.,s in each location was a reasonable number 

considering tine and budget constraints. Of these about 10 should be 

tenants and 10 oa,.ers/absentee landlords. The rest were to be contractors, 

lenders, local officials, etc. The exact ccnToosition is listed on P. 

1.3 Survey Problems 

The major problem encountered during the surveys was that interviw.e-es 

were often not willing to volunteer infornmation en their sources of 

Generally in thie African societies moncy matters, especiallyfinance. 

family finances, are not publicly discussed.. Not to: lcng ago ta>: 

investigators went around hcnes cheching or pople's inccmes, assc-ssing 

their tax liability, and threatening to attach and sell their proi:-rty 

if they did not pay any assessed taxes wit in a given nmuter of days. 

That -sory still lingers in the minds of many Ieople. therefore asking 

than questions about their sources of finance is often suspect. Another 

major reason for the reluctance of intervie.ees to yield information on 

hmw they acquire finance to build their houses is connected precisely to 

the nature of such sources. Finance in the informal sector is mainly 

sources, and soue people tend to think informalobtained fran informal 

sector activities are viewed by others as illegal.
 

Some respcndents, in addition,were unable to recall, the exact amounts 

of money they had spent on different stages of the construction of the 

house. This could be expected. A person who uses proceeds from eg. 

sales of goods at a market to purchase c-nstruction materials on a daily 

or weekly basis, and does so without keeping records, is most likely not 

able to tell exactly how much he has spant on those materials. In scne 

cases construction took a very long time, over four years, to accomplish, 

and it was difficult for sane owners to reemober 
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no records of their expenditures.because they had 

Similarly, those respondents planning ne, extensians or ini.rovnemnts 

cn their houses had problens in estimating the cost of finalising 

such work. Also, sm-e respondents could not accurately estimate 

the carrent value of their houses. 

Despite these problans, the interviegers managed to obtain much 

relevant information. The tactic use was to develop a 

the coarse of which relevantoonversation with the respondent in 

categories of intervie.ees,information came up. Of the various 

tenants were the most accessible. Ho,,ever, interiews carried 

were not hcusehold heads, or "breacwinflrs"out with respondents vwho 

did not yield as ach relevant information as was desired. As the 

surey proceeded, interviewers adopted a strategy of reducing the 

nuber of tenants approached for intervie,; in favour of landlords 

who clearly had more information on finance. In order to ovexcTe2 

created by the reluctance of respo:d-Ent- to ansurshortcaTings 

tJhe suiey tea-n mde efforts to contact otherquestions on credit, , 


people who were not originally included iii the questionnaire; such
 

as o -ners of hardvare stores wh&io had sold construction rnitc rials to
 

the informol sector.
 

In the end, the follo.-:ing nuwr?- of intervies were conducted:
 

Githurai Kisauni 

Tenants 10 7 

O.ners Occupiers 10 17 

Absentee Landlords 4 4 

Contractors 2 2 

Lenders 5 

Local Authority Officials 2 2 

the results of other survcys it is safe to assirneDrawing also on 

that the agreed, relatively -nall sample~and sone discrepancies in 

the detailed information does not distract significantly from the 

nain conclusions dran in this report. These conclusions may not 

in Kenya,surprise those familiar with informal sector housing 



because the free market in housing and finance at this level has 

been operative for a long time. What did surprise the study team 

was the fact that, so far, only one formal sector finance company 

had entered this mar)ket, and then only for a short tire. The 

reasans for this state of affairs were also not what we exoected. 

2, ih ETiCq WITH STLDY OF FO.L SECOR HOUSIIG FINANCE. 

Introduction 

The Terms of Reference for this study calls for integration 

between it and the recent study cf the formral housing finance 

sector. There is a very good reason for this, na.elv the need 

to highlight the most significant raison d'etre cf an informril 

housing finance systemn: The failure of the formal syst-rn to cater 

to all. 

It is also necessary at this stage to evaluate the major recm-andzations 
of the formal sector study fran the point of vieua of those who are 

presently forced to seek housing finance from informal sourcos. The 

fact that at least one formal sour,;e provided substantial amounts of 

funding for informal housing develo-mants escared the formal sector 

investigation - which is one more reason why the tw. studies ought to 

have been done in reverse order, or sinralt-aneously at least. 

A very positive contribution has been made hry the formal sector report 

to the overall stud, of housing finance in Kenya, in narticular as it 

relates to private sector finance and to the macro aspects of Kenya's 
economy. Those areas will therefore not be covered in this chapter, 

other than to carmnent an the data base and the projections made frcn 

it.
 

2.1 General Conments 

This very detailed report assembles, fran a large number of sources, 

the official data on form9l housino and finance in Y'enva. It icv, 



n to diagnose the problens and suggest sane raeedies. There is 
nothing wronq in trying to make projections using existing time 

series, nor of caparing population gro..th with grov.t-h in housing 

stock, nor indeed to assume that there is an effective demand for 
the number of new housing units needed. This is done tirme &d 
again by many reports, including sane frcn such authoritative 

sources as the United Nations. Nevertheless, it serves little 
purpose to use data which only counts and classifies houses conforming 
to a set of rules, including building by-laws, which effectively 

eliminates more than half of the stock as well as most of the annual 
net additions to the stock. The result of such analysis is always 
depressingly overwhelming. 

At the macro level it may be useful to ccapare Kenya with other 
developi-ng countries in terms of how big a share house constiuction 
forms of the GDP. But if Kenya's share is the same - which it is 
this is not rcasa-j enough to refrain frcn, or insist on, allocating 
a larger share of GDP to housinig. In strict macro economic terms 

the only reason for allocating mare resources to housing is if it 

can be de onstrated that returm on investmtnts in this sector is as 
gocd as, or btter than, investanents in any other sector. The s-.udy 
in question never addiesses this issue. Instead, it assures that 
housing is good 1>ar se and that it is always in sho-t supply. Thus, 

the maasure for the "right" amount of resources to be allocated to 
housing is that which provides all households with a "decent" ho.m in 
the "right" location at all times. Kenya, like all developing countries, 
falls far short of this target. So, what can be done? This is where 

the integration of the two studies can assist. Rather than being 
pre-occupied solely with hod the supply-side might find the resources, 

it is inparative to investigate how the demand-side would prefer it 
done. How they are already doing it may be the best way to start. 

2.2 Housing Finance 

Turning to housing finance, the study may be difficult to understand 
for those it most needs to influence, namely the board menbers and 
senior staff of building societies, credit unions and other non-bank 



•financial 	 institutions. The report appears to be making its case. 

But the public exertsto econaists in the public sector. sector 

the way the above institutions operate, exceptlittle pcwer over 


at the formal level, i.e. in deciding how the legal acts under
 

which they are incorporated should 	be interpreted. Two excepticrs 

is whetier the official ceilinghave recently care to light :- One 

on interest rates on loans are calculated on a monthly or yearly 

"rest". The other is by icnoring for years that large amounts of 

lending institutions, 	 thenparastatal funds were placed with these 
centralsuddenly directing that such funds be withdran for use by 

thus causing the collapse of eight such institutions.go ern.wint, 

report of the study argues strongly for a freeing of the interestThe 

rate levels, sr~ying nothing about hc..., clandestinely, this is already 

taking place through surcharges and kickbacks. More funda-mntally, 

fact that the study doos not atte:-pt 	to estirmate whatho.:ever, is the 
" 

will happcn if interest rates are freed altogcther, nor whethe the 

housing sector wculd ba the likely beneficiary of such a move. Although 

this point must be the single most imyotant recmuandatian made in i hc 

report, it still. begs 	 the question of whether the return on housing 

an interest rate at, prestmably, a higher levelinvastirents justifies 
sector study no.,' ought tothan at present. This is uliat the informal 

outestablish. Even if- rett 

first to address the fundamental parameterspositively, it is imperative 

being affected: affordability, resource m-bilisation, conpetitive 

finance mathods and other constraints on lending to housesinvestnents, 

and infrastructure in 	order to ascertain Whether this sector has the 

necessary absorption capacity. 

2.3 Af fjrdabilitv 

scene, particularly the lo..Anyone familiar with 	the Kenya housing 

incaTne housing projects, public and private, formal and informal, 

knaqs that affordability criteria and selection methods are the two 

most crucial issues when deciding on location, design and cost for 

new housing. This is where an integration between the two reports 

the study ought to havecould be particularly 	useful. Like,ise, 
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recognised that the exercise should not be a one-sided effort in 

mobilising more funds but equally, if not more, an investigation 

of how the available funds are spent and by whcm. If affordability 

criteria are out of touch with reality or if the main selection 

criterion is an unreliable statent of present income, then funds 
are not likely to be put to anywhere near their optinal use. The 

mrer-emphasis on raising additional ftrIds for housing is done at tho 
-expense-of -an investigation of hma circulating funds could be recycled 
such faster. In practical terns, the recycling of e.g. a 25 year 

external !oan five tires %uld very nearly produce five times as many 

units for the same money! This must be an easier way to finance rncre 

houses than to hope for a five-fold increase in new funds. Whether 

this is realistic is what the inforral sector study wi.l'try to 
investigate by looking at the rcturn on investrent in low incme 

housing and affordability over time of the beneficiaries given appropriate 

cost recovary terms. 

2.4 Institutional Framew.ork 

The report has sacre relevant information on the performance of p-' lic 

sector housing finance, unfortunately, there is very little to be learnt 

fran the track record of either N.H.C. or N.C.C. when it ccm,,s to housing 

finance. Their perfomance, as the report rightly concludes, has been 

apallingly poor, not due to ill-conceived housing projects alone, though 

this has played a part, but to gross mis.ranagcnint in terms uf dealing 
with defaulters. At N.H.C. 60% of the loans are in heavy arrearis, says 

the report without giving a clue as to the causes, the a;7.Dnts, and the 

measures being taken. In fact, analysis of defaults in other fornal 

sector institutions could have revealed whether there is a correlation 
between incae level and default frequency. N.H.C.loans, in default may 
have revealed sane other interesting cause-effect relationships. 

At the time the formal sector study was going on, the first of several 

financial institutions was placed under receivership. Curiously enough 
the institution in question - Rural and Urban Credit and Finance - had 
made many housing loans to people in the lower income groups and in areas 

where there were no Title Deeds issued, i.e. Mathare, Dagoretti., Githurai, 

and Zilmrmnan. The report does not suggest why R.U.C.F. failed, although 



it was the first institution to do so. The official reasons were
 
given as mismanagement, which in finance institutions irmplies that
 
loans have gone bad. This does not appear to be the case here, or
 
in those instititions to be closed subsequently. Rather, borrowers
 

continue to repay their loans on the agreed terms (not those ir 
 osed 
by the official Receiver), and practically all depositers are getting 
their maney back, It is only novq, when they are faced with the Receiver's 

demands for irrediate repayment of loans that borrm.ers realise the 

security they pledged - normally a plot eoner's certificate issued by 
the land-wning ccapany-may not be used by the lender to repossess their 

houses. 

The role of the savings and credit sccieties, housing co-operatives,
 
employers' housing schemes etc. is 
 as wuch part of the formal sector
 
as building societies, and they provide as many loans, if not yet in
 
as large amounts, as the building societies. What is still needed is
 
a survey of each, which quantifies their respective roles and describes
 
their pe-rfoimance record particularly their ability to mobilise funds,
 
lend them with a minimum of red tape and cost, and get them repaid fast. 
In the case of ionlcyers' housing, scrne newer scheres are for ownership 
by staff and not fcr rent. These provide a wealth of infoiration. The 
pros and cons of selling publicly oened houses to sitting tenants to 
generate more funds would have been in order. The same holds for the 
inconsistency between policy and practice when the public sector 
continues to build rental schemes. The reason is not hard to find. 
Local Authorities can make more money and exert more influence by 
getting N.H.C. to grant then loans for rental units. Loan payments stay 
the same, but rents go up. To control who gets a rental unit is worth 
scmething, and the opportunity occurs more often for rental units than 

the 'one-off' for omnership units. 

The prevailing paradox of surplus funds for financing cars and a shortage 
for lc,4-incame housing is unfortunately not removed by simply advocating 
a market related interest rate for ortgage. Security, standards, 
infrastructure, land, deposits and repayment terms all influence effective 
demand. The public sector can solve all these problens for its ovn 
schees - even if it means subsidisation - if it was provided with the 
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capacity to build enough houses. The report warns against this 
approach, but no other clear alternative is recamended. It would 

have been easy to investigate a couple of new initiatives in Kenya: 
(1) the joint venture arrangement between the public and private 

sectors as prmooted by the World Bank and (2) the USAID private 

sector lod-incackn housing programe - both of which appear to have 
the capacity to produce houses and net conditions including deadlines. 
There may be things to criticise .Ln those two new approaches, but for 
that reason too they both rrrit attention. 

2.5 The Mortqage Market 

The seccnd main recanmendation concerns the so-called "2rd mortgage
like facility". The study makes the case for the creaticn of such 
a facility. The main points of the argu-ent are: 

i) creatinig a nee instrumsnt for institutin l investors; 
ii) getting a market-related interest rate for mortgage loans; 

iii) providing a discounting facili .y for existing mot-Lgages. 

The concept of a secondary market is in vogue in tLe U.S. and has 
undoubtedly generated a renewed interest in housin2 by institutional 

investors. Will that also be the case in Yenya, and if so, is there 
absorption capacity in the formal housing sector for such additional funds? 
If interest rates were freed by goverrment, would a secondary rmarket be 

needed to establish a market-related rate of interest? And finally, 
building societies can, as it is, borr24 against existing first-class 

mortgages, so in a way a secoridary market already exists. Apart fram 
adhering to the principle of "the more (in runaents) the merrier" there 
does not seen to be a str-.ng case for a new mortgage facility. In fact, 

if the present primary instrurents and market for them could be improved, 
there is hardly a case for any special new facility. The follding 

inprovements are needed in the present system: 

- The primry loan instrumreit can and must be changed to be more 
accessible to the informal housing sector, i.e: 

a, any pledge deemed aceptable by the lender can serve as securtity; 
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judged by the yield of the investment;b) 	 affordability will be 

c) 	 repayment te=ms can be arranged to fit the borrower's cash 

flow. 

In order to attract lenders to adopt the above inprovements interest 

rates must reflect cost of money and risk, i.e: 

a) small loans are more costly to process per unit lent, thus 

cost more; 

b) loans to housing in informal areas may be more risky and may 

therefore cost more;
 

c) 	 higher rather than ]over interest rates encourage early
 

repayment of loans.
 

Housing bonds can be used to tap funds from the institutional 

investors, i. e: 

a) present arrangenent for issue of housing bonds to be ex-pande 

to all finance institutions with no incane-tax concession (to 

get closer to the market-related price of money, and to get away 

from subsidisation of the rich); 

b) 	 housing bonds to be sold at market rates to provide fixed interest 

loans to borrovers. 

There may be a need for some central body such as a mortgage bank to issue 

housing bonds in order to give them uniformity and to build confidence. 

At the same tine some preference for discounting can be exercised by a 

mortgage bank in order to promote la,-income housing. 

Two big question marks still remain: 

1. 	 If return on housing investments are high enough to attract mzrey 

away from other sectors of the econary', will the market for housing 

bonds have to be curtailed'? 
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2. 	 If housing bonds force the price of mrney up also for public
sector borrowing, 
 will the govenmnt step in to stop it? 

In either case, the macro econamic implications are 	considerable, andwithout the government's blessing a mortgage bank will not work, norwill 	any kind of secondary mortgage market facility. The study shouldhave 	addressed these impacts of a new facility, because this isthe Kenya governmpnt what 
- and should - wantw'll 	 to know before they can 

react to the prcpoL.al. 

http:prcpoL.al
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3. DESCRIPTION OF THE SURVEY AREAF
 

Both Githurai and Kisauni can be termed unplanned
 

settlements from the point of view of planning by-laws.
 

But by no means are these areas of depzivation and slum
 

of the type one finds, say in Mathare Valley and at
 

Korogocho. Close examination of the housing structure
 

and the socio-ecoij-ric dynamism there shows that both 

places house people with drive and mictivation. What is 

sometimes lacking is the appropriate channels through"which
 

these energies can be directed.
 

There are obvious differences as well. Climate and soil
 

explain some of them, but different traditions, building
 

materials and rate of growth also account for significant
 

variations in physical appearance as well as lifestyle and
 

attitudes. On the following pages, little will be made of
 

the historical background of the two settlements. Instead,
 

emphasis will be placed on their present status and problems,
 

and how the residents go about solving them with little or
 

no help from the public authorities.
 

3.1 GITHURAI
 

3.1.1. Physical chacacteristics
 

Location
 

The settleme t consists of 947 acres of land
 

located on either side of the Thika road 15 km
 

from Nairobi. The population is now a little over
 

at the rate of about 200 per month.
4000 and growing 


Thee figures translate into 669 houses having 
been 

- 10 rooms being addedcompleted and 5 new houses of 8 


on e cry month.
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IMATION MAP - GITHURAI 
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17 Local Authority 


The section of Githurai west of the highway falls
 

under the jurisdiction of the Nairobi City Commission.
 

The rest, which is east of the highway, falls under
 

the jurisdiction of the Kiambu County Council.
 

Ownership and Acquisition
 

Until 1967 the land belonged to a dairy farmer. Ais
 

workers had set up a co-operative with the intention
 

of buying off the farm from him. They formed a company
 

called Githurai Thin'ganga. The land they bought con

sisted of three plots, plot No. 5964/2 along the Kamiti
 

road, plot No. 3543 which is divided in two parts by
 

the Thika road and plot No. 8867 which is on the Kiambu
 

sJde of the settlement.
 

Sub-division (see Appendix IV, map "B"
 

At the time of sub-division, the company allocated
 

land in three categories:
 

- residential plots which measured 50' x 50' on the 

Nairobi side and 100' x 100' on the Kiambu side. Each 

shareholder in the company received two of each type 

of plot for every share he owned. 

- plots for farming which measured 300' x 300' and
 

were situated in a tract of land along the river.
 

Each shareholder received one plot.
 

public utility space: 10 acres of land were given
 

to the Nairobi City Commission for use in prcviding
 

public services. 8 acres were set aside for a primary
 

school which has already been built. The remaining 2
 

acres were initially reserved for a public health
 

dispensary. However, instead the NCC built a market
 

which has since remained unoccupied. This is because
 

the NCC has also permitted trading from within the
 
houses and this, counled with heav, competition from
 



it 
the Iawkers, has discouraged traders from renting
 

stalls in the market.
 

Site planning
 

The site planning of the settlement ensures that all
 
the plots within the settlement are directly accessible
 
by road. Adequate wayleaves for road reserves have
 
been provided and ensure that all the plots are
 
accessible 
in the 
case of fire or other emergency.
 
Between the plots wayleaves have also been reserved
 
for pedestrian access.
 

General services
 

Piped water was made available to the residents on
 
the Nairobi side after the NCC had approved a connection
 
to th: water mains for the primary school.
 

There is 
no piped water on the Kiambu side. A borehcIL
 
on the Nairobi side pumps water to a main storag 
tank
 
from which water flows to water stations on the Yiarpbu
 
side by gravity, where water is sold from kiosks to the
 
residents. Electricity and telephone services 
are also
 
available to residents who can afford the connection
 

fees.
 

No trunk 
sewer lines exist, which means each dwelling has
 
to cater for its own sewerage and waste water disposal.
 

Although the sub-division plan has reserved the necessary
 
wayleaves for public roads, none have yet been built,
 
because the N!irobi City Commission have not yet
 
approved the sub-division of the land.
 

The settlement is served by the Thika road and the
 
Kamiti road 
on which bus and matatu services to and
 
from Nairobi city centre are easily available. Within
 
the settlement rio 
roads have been built. The cars
 
travel in the wayleaves reserved for the roads, but
 
these are in very poor condition.
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Typical dwelling layout, Nairobi section
 

In the Nairobi section almost all the houses have been
 

built to a typical unit layout. The plot coverage is
 

approximately 70% and. it maximises the number of
 

rooms possible within the limited plot coverage allowance
 

by the NCC.
 

ELVA IION 

CbW3 ROOM 4 Room 5 ROQK 6 

ROOM?2 ROOM 

COURTYARD
-

ROOM II RODOM8 

-I--------------

ROOM 10. RooI, 

PLAN 

Plan
 

The plan consists of ten lettable rooms built around an
 

open courtyard. In general, no more than three of the
 

rooms are occupied by the owner, the rest are let out
 

to tenants. In many cases, however, the owners live
 

elsewhere, either in Githurai (Kiambu side) or in Nairobi
 

or even on their farms in the rural areas.
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In some cases, some of the rooms have been let for
 

commercial use. These include small ration shops,
 

greengrocers, butcheries, cobblers etc.
 

Services
 

The rooms all share two toilets and one shower.
 

Cooking is done either in the courtyard or in some
 

of the rooms which have flues.
 

Piped water is available in most of the houses. The
 

rest depend on buying water from various water points
 

located within the settlement.
 

Many of the houses have had electricity connected
 

and some even have telephones.
 

Waste disposal
 

Sewerage and waste water discharge into a conservancy
 

tank dug and built up under the slab in the toilets
 

and shower.
 

Because the toilets are located at the entrance to
 

the dwelling and therefore along the main road adjacent
 

to the plot, it is very easy for the NCC vehicles to
 

empty the tank when it fills.
 

Materials
 

Almost all the buildings have been corstructed in stone
 

with concrete floor slabs and lintols above doors and
 

windows and a concrete ring beam. The roof consists
 

of GCI sheets on timber trusses.
 

Variations
 

Variations to this house plan occur largely in the
 

vertlcaJ ciection. P rcom on tlL- crouna Ltoor is 

generally sacrificed to build a staircase leading to 
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Typical dwelling layout - Kiambu section
 

On the Kiarrbu side of Githurai, no typical dwelling
 

layout has been used.
 

Because the plots are larger there, some of the plot
 

owners have built buncalows for their own families to
 

live in.
 

The rest of the plots have been built up largely to
 

maximise on the number of rooms that can be accommodated
 

within the plot. An example is illustrated below.
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Plan
 

The plan consists of 32 lettable rooms for i~.sidential
 

purposes and 3 large spaces for commercial use.
 

The level of commercial activity in this part of
 

Githurai is not as hiqh as on the Nairobi side.
 

Services
 

Few plots on the Kiambu side of Githurai have piped
 
water connected to them. Most of the residents buy
 

their water from various water stations located within
 

the vicinity and which are run by the company.
 

Waste disposal
 

In general, the waste from the toilets and showers
 

empties into a conservancy tank and soak pit respec
tively. Septic tanks are also used to dispose of the
 

waste.
 

Materials
 

Most of the houses have been built in stone with
 
concrete lintols and ring beams, though some have been
 
built out of timber. The latter applies generally to
 

rooms to be let out to tenants.
 

3.1.2 Socio-economic characteristics
 

Githurai, as has been explained elsewhere, was settled
 
fairly recently by people who bought the land frcm an
 
expatriate, with the sole purpose of using the land
 

for speculation through sub-division and development.
 
This is indeed a crude form of estate development,but
 
itworks as it is.* The fact that each one of the
 

original owners had a feeling of ownership of ]and paid
 
for, cave hir, or her tl.c free(-:cr ic,deT o 'r sc-22 t! 



23. 

plots to other persons. Land in Githurai has passed
 
hands very rapidly and the prices of land have gone up.
 
Some people have made money on such land. Some of the
 
original shareholders are still living in the area and
 

intend to remain there, usually as landlords as well as
 
owIer-occupiers.
 

Owners of plots and houses in Githurai make no secret
 
of the fact that favours they have received by way of
 
water, a school, a market and protection against eviction,
 

although the development is illegal, are due to the former
 
Mayor of Nairobi, who was also the MP for the area until
 

very recently. His personal intervention has also helped
 
them grading some roads and assisted in getting electricity
 

into the area. It should also be noted that the same
 

former 4P was the founder and Chairman of 'Rural and
 
Urban Finance and Credit', the one institution in the
 

formal sector giving loans for housing in Githurai.
 

Households
 

The nature of housing development in Githurai is such that
 
households are characterised by a predominance of tenants
 
often with a head tenant to whom the rent is paid. Some
 
tenants have never met their landlords, and they prefer
 

to live in a house where the landlord is not residing.
 
Typical family size is 2 adults plus 3 children. The
 

ovmer-occupier group of the original land buying company
 

are generally older and wore permanent residents than the
 

newcomers, who move if they find something cheaper and
 
better or nearer to their work. A-cording to the Chairman
 

of the Githurai company, there are approximately 35
 
owner-occupiers and 65 % tenants.
 

Income
 

The sources of income at Githurai are diversified and no
 

single source predominates. These sources are mostly
 

be resourceiul and use whatev~r means are available to thc n. 



They include profits from individuals' trading
 
activities, including hawking and small industries
 

such as dressmaking. Some of the people at Githurai
 
derive their incomes from working as 'fundis' or
 
builders for the houses in this area, including jobs
 
such as masonry, carpentry, welders and metal workers.
 
Some of the people work in nearby coffee farms, and some
 

commute the 15 km to Nairobi where they have jobs in the
 

formal sector. Overall, the income level of people in
 
Githurai generally falls within a range of K.Shs. 500
2,000 per month,- with owners having rental income on top.
 

As will be seen, some members of the settlement have
 
financed their buildings through loans from Cooperative
 
Societies to which they belong. Some have had to sell
 

some of their plots to raise money to develop their
 

remaining plots.
 

There has been small scale gardening mostly along the
 
river valley. The proceeds from the sale of produce is
 
applied towards the cost of building and development of
 
the housing units. 
 A few of the tenants and landlords'
 
keep small domestic animals to get additional income.
 

Tlus, 
to put up a house in Githurai has been difficult
 
for the majority of the people, especially for those who
 
did not have plots to sell off, but even they found
 

investments in housing less attractive in the early days,
 
when there was less pressure on space in the area and no
 

piped water available.
 

Community facilities
 

While the dispute continues with the Planning Department 

of the Nairobi City Commission on the issue cf legalising 
the sub-divisions in this area, building continues apace. 

The dispute centres on the question of density and what
 
plots need to be surrendered to the city for public use,
 
including roads. The land-buying company members of the
 
committee hold the view that if they were to surrender
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more plots, there may be conflict with the members as
 

almost all the plots have been allocated to individual
 

members. Of these, some already have substantial houses
 

on their plots. Others are at various stages of develop

ment, and only a few are not improved at all.
 

The members have attempted to supplement services which
 

the City Commission does not provide. For example, the
 

company had dug its own borehole and employs a person
 

to man the borehole. Water is piped from the Nairobi
 

section of Githurai, under the Thika road, to th- Riambu
 

section. Apart from a wide variety of commerciai
 

activities including nursery schools and training of
 

different kinds (typing, welding, languages!), there
 

are several religious centres. Particularly in the
 

Nairobi section alon the Thika road, a virtual business
 

district is developing, including several storeyed
 

buildings with shops, restaurants and offices.
 

The primary school, provided by NCC, is well attended,
 

whereas the market stands vacant for the third year,
 

because stalls cannot be rented due to the presence of
 

hawkers and the trading from -rivate houses all over
 

Githurai. The item hiahest o the residents' list of
 

improvements is proper roads. Having moved around the
 

area during the rainy season, one appreciates this
 

priority.
 

3.2 KISAUNI
 

3.2.1 Physicai characteristics
 

Location
 

The settlement is located east of the old Malindi.
 

road, 4 km from Mombasa town.
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Local Authority (see Appendix IV, map "A"
 

Because the settlement lies within the boundaries of
 

Mombasa town, it falls under the jurisdiction of the
 
Mombasa Municipal Council.
 

Ownership
 

The land has been the property of an Arab family
 

through many generations.
 

Acquisition
 

People wishing to build a dwelling unit within the
 

settlement do not buy the land from the owners.
 

They approach the owners with a proposal to build a
 

particular size house at a particular location. If
 
the owner accepts their proposal, they have to pay a
 

goodwill fee (known as Kilemba) for the riaht tp
 

build on that piece of land.
 

The amount of the goodwill depends upon the size of
 
the proposed dwelling. The consent from the land ovcr
 

covers only the land on which the house is built, no -rt. 
The developer therefore does not buy a full plot for 2.., 

money. The house then subsequently pays an annual re.t 
to the owner for occupying that piece of land. 

General services
 

Because of the informality of the site planning of tl.e
 

settlement, few of the dwellings are directly accessil-e
 
by the old Malindi road. However, buses and w.atatvs arc
 

easily available along this road to and from Mombasa
 
town. Within the settlement an informal network of
 
wayleaves for vehicular roads does exist, although no
 

roads have actually been built. Cars use these wayeavEs
 
but they are in very poor condition. This is sup7;1em1ntc

by a rich network of pedestrian streets and courtyardE
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typical of traditional Swahili town planning.
 

Water, electricity and telephone services are
 

available if one can afford the connection fees.
 

No trunk sewers exist and each dwelling has to cater
 

for its own waste disposal.
 

Typical dwelling layot.t
 

Two types of dwelling layouts have been employed in
 
Kisauni. The first is a ten-roomed house and the
 
second a seven-roomed variation of the first. Both
 

are illustrated below.
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Plans
 

The plans consist of four large rooms at the main
 

entrance of the dwelling and six or three rooms
 

behind them.
 

In general the four large rooms are occupied by the
 

family of the owner. The rest of the rooms are nory.'ially
 

let out to tenants. This is reflected in the provision
 

of two separate entrances to the dwelling. Often the two
 

rooms facing the main road are used for corrmercial
 

activities such as ration shops, tailors etc.
 

Services
 

All the rooms share a covered kitchen space, a shower and 

a toilet. Cooking is also done in the courtyard. 

Most of the houses have had piped water connected to
 

them. Some of the houses have electricity and a few
 

have telephones.
 

Waste disposal
 

The toilets consist of pit closets or pit latrines as
 

they are comnuonly referred to. Waste water from the
 

kitchen and shower discharges into a soakage pit dug
 

outside the dwelling in the wayleave with the adjacent
 

house.
 

Materials
 

-Few of the houses have been built entirely out of coral 
blocks. In general, coral blocks are used in building 

the foundation walls up to plinth level. This gives the
 

dwelling a very solid base. Above the slab the walls
 

consist of a timber lattice structure packed with coral
 

chips and then filled with mud, sometimes mixed with
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The lintols and ring beams are normally in concrete 

made 	from coral chips and local sand. Internally the
 

rooms generally have ceilings constructed with mangrove
 

poles supporting a bed of coral chips packed with mud
 

and plastered. This slab forms an important insulation
 

layer that keeps the rooms relatively cool.
 

Building Standards and Contract Procedures
 

Any evaluation of building and construction standards
 

revolves largely around a subjective concept of what
 

constitutes a satisfactory dwelling.
 

Leoislation
 

Current legislation consists of:
 

i) 	 The building code, which is made up of
 

LOCAL GOVERNMENT (adoptive By-laws) (Building) Order 1968
 
LOCAL GOVERNMENT (adoptive Ey-laws) (Grade II Building)
 

Order 1968.
 

ii) 	 a Public Health Act (Chapter 242); This legis

lation outlines the adoptive building By-laws which
 

o 	 any Municipal or County Council may adopt to control 

the quality of development on any plot in the country. 

Two sections within the building code have been designed
 

to accommodate high density or low cost housing schemes.
 

i) 	 "Scheduled special areas and special building"
 

by-laws 215 to 227 of the building code. These
 

apply to high density or low cost residential areas
 

"where approved by council" and which fall within
 

the jurisdiction of Urban Councils.
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ii) Grade II Building by-laws. These apply to develop
ment not within the jurisdiction of Urban Councils.
 
These by-laws are designed principally to be
 
adopted by Municipal or County Councils i.e.
 

peri-urban settlements.
 

Legal procedure
 

Any plot owner wishing to develop his property has to
 
present the plans for the development to the local
 

authorities for approval before commencing construction.
 

In Githurai, because the NCC has not approveO the sub
division of the land, no legalisation of the individual
 

building designs has been applied.
 

In Kisauni, the M[ombasa Municipal Council has created 
a
 
channel through which anyone wishing to construct a
 
dwelling house must present his plars and have them
 
approved by the council.
 

In addition, after the plans are approved, a surveyor from
 
the Municipal office visits the site to confirm the setting
 

out of the building.
 

Apolication
 

rhe by-laws for scheduled areas apply to both Kisauni
 
and the Nairobi section of Githurai. The Grade 11
 
Building By-laws would apply to the Kiambu section of
 

3ithurai.
 

?lot size
 

Grade II By-laws require a minimum plot area of 2800 sf
 
(260 sm) except where otherwise approved by the Commissioner
 

of Lands.
 

(232 sm) as compared with Dandora - a City Council approved 
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housing scheme - where plots vary from 1000 sf
 
(93.5 sm) to 1700 sf (158 sm).
 

In Kisauni although people do not own plots as such,
 
the total area covered by the dwelling varies from
 

1900 sf (177 sm) to 2700 sf (251 sip).
 

Accommodation
 

The minimum area for a habitable room allowable by the
 
By-laws is 75 sf (7 sm). In both Githurai and Kisauni
 
the sizes of rooms are much larger than this.
 

The by-laws also require the provision of a "Us±Lu~nt 

properly designed cooking area" with a "suitable provision 

for storage of food". 

In Githurai some of the rooms have been provided with
 
cooking spaces ard flues. The occupants of the rest of
 
the rooms use the courtyard to do their cooking.
 

In Kisauni a common covered cooking space is shared by
 
all the occupants of the dwelling.
 

Sanitation
 

By-law 217 (4) requires that one latrine and one
 
ablution (or one combined ablution and water closet)
 

be provided for each family or group not exceeding 6
 

-persons.
 

In Githurai based on an average of 2 occupants per room, 
20 people share two toilets and one shower. The By-laws 

would require a minimum of 3 toilets and 3 showers. 

Similarly in Kisaurii, between 14 and 20 people (average)
 
have to share one toilet and one shower.
 

,ol LAe se iaciliries are below the 

requirements of the By-laws, it should be noted that the 
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same case applies to almost all the other low cost
 
housing settlements in the country. The provisions
 

of sanitary accommodation are therefore likely to be
 
acceptable to the Local Authorities.
 

Sewage disposal
 

Basically four methods of sewage treatment and disposal
 

are acceptable by current legislation:
 

1. Trunk sewers which transport the sewage to treat

ment plants elsewhere,
 
2. Septic tanks on plots,
 

3. Conservancy tanks on plots,
 

4. Pit closets or pit latrines as they are commonly
 

. referred to.
 

The By-laws also require that pit latrines be situated
 
a minimum of 30 feet from the nearest habitable room.
 
The same By-laws allow the Medical Officer of Health to
 
permit pit latrines within 30 feet in exceptional cases.
 

In Githurai the conservancy tank is dug and built up
 
directly below the sanitary facilities. Because the
 
facilities are adjacent to the main road it is relatively
 

easy for a council vehicle to gain access to empty the
 
tank. The Medical Officer of Health has nor expressed any
 
objections to this provision.
 

In Kisauni, the Mombasa Municinal Council has approved
 
the plans for the dwellings, even though the pit latrines
 

are situated close to the habitable rooms.
 

Materials
 

All the materials used in the construction of the 
dwellings in both Githurai and Kisauni, with the exception 

of makuti thatching in Kisauni, fall well within the range 

of materials arcen-ah bthi.- n 
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Construction standards
 

The standard of construction both in Githurai and
 
most of Kisauni is generally quite high and well
 
within the standards set by the By-laws.
 

Building contract procedures
 

Developers in both Githurai and Kisauni employ a type
 

of labour contract to construct their dwellings. This
 

is because:
 

1. Building contractors are too expensive to Lmploy,
 
2. The developers do not have all the money to build
 

the whole dwelling in one phase.
 

The procedures employed in administering the contracts
 
are similar in Githurai and Kisauni. The owner employs
 

a skilled workman (known as fundi) and negotiates a
 
rate for his supervision and labour for completing a
 
section or, in 
some cases, the whole dwelliic.
 

Sometimes a time schedule is agreed on.
 

Sometimes the fundi employes his own semi-skilled help
 
(known as kibarua) and py, them as part of his contract.
 
Otherwise the owner employs the kibarua who will work
 

under the supervision of the fundi as part of the
 

construction team.
 

The fundi makes all the technical decisions (types and
 
quantities of materials, equipment required, etc), 
and
 
qenerally organises the construction team.
 

Administration
 

It is the owner's responsibility to buy all the
 
materials at the recommendation of the fundi. There
 
isttle if any actual self-heln buildinq. However. 
sometimes the owner mav deor-zv rembers cf his f cn 
the site for labour or supervision. 
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Problems
 

The 	main problems arise out of this type of contract are,
 
1. 	The owner's lack of knowledge of building materials
 

or techniques and of site management often result
 

in cheating by the fundi.
 

2. 	If the contract was made by word of month, as 
is the
 
case with many of the contracts in both Githurai
 
and Kisauni, the owner has no means of enforcing it.
 

3. 	Sometimes the 
owner runs out of money in the middle
 
of construction. The contractor will then 
set a
 
two months validity period for the contract sum.
 
If after two months, the owner still has no money,
 

when the money is available they will have to
 
re-negotiate the contract.
 

BUILDING STANDARDS AND HOUSING FINANCE.
 

Introduction
 

The factors-that directly relate building standards
 

to housing finance are:

1. 	Legality of the development
 
2. 	Accommodation
 

3. 	Quality of construction
 

Legality of the development
 

The legality not only of the tenure of the plot but also
 
of the building equally constitute the legality of the
 

development, and the question of its official approval

-will be a formality when the tenure of the land is legalised
 
This would apply especially to Githurai as in Kisauni the
 
Municipal Council has already approved the dwelling plans.
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It should also be noted that, in general, legality of
 

tenure encourages a better quality of construction and
 

building. The accommodation both in Kisauni and Githurai
 

do not conflict with the requirements of the By-laws.
 

Accomodation
 

The number of rooms provided and the projected rent revenue
 

from them would sufficiently justify the provision of
 

finance for the development. However,theformal sector
 

institutions use present income as a measure of
 

affordability and so refuse to finance'these developments.
 

Quality of construction and compliance with by-laws
 

The quality of construction depends largely upon the
 

specifications for the building. Any cost-saving modifica=
 

tions to the specifications will be examined by a lender
 

for its effect on the durability and subsequently the
 

marketability of the building to prospective tennants
 

or buyers.
 

Therefore marginal changes in wall thicknesses, floor
 

thickness, roof timber sizes would be more acceptable
 

than changes to the sizes of the rooms number of rooms or
 

saintary unit etc.
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In this context the provision of on site services
 

such as piped water, electricity, telephone, security
 

etc. also apply.
 

The income producing element in the developer's
 

proposal is the most important factor in housing
 

finance. The quality of the construction, locations c. the
 

and the services provided will determine the
dwelling 


rent any tenant will be willing to pay.
 

Formal institutions insist on land titles and com

pliance of by-laws as pre-requisites to housing loans.
 

In both cases, titles for their land are not available.
 

Therefore, formal institutions reject the loan appli

cations whereas informal institutions acceFt them on
 

a document showing the right of occupancy.
the basis of 


3.2.2 Socio-economic characteristics
 

General
 

Kisauni is a much older settlement than Githurai and
 

there is a creater sense of social cohesion in this
 

Thcre are several mosques and
area. 


the Moslem religion seems to be a major force binding
 

the people together. Githurai has few churches, but
 

these tend to be of diverse denominations.
 

In Kisauni, for example, some empty land was discovered
 

to belong to "WAKFU" or the Moslem inheritance system
 

which bequeaths land to one generation after the other
 

in the same family, to the last descendant of the original
 

owner. 
This land then reverts to the Mosque and is used
 

for religious purposes, e.g. building of "Madrasa" (or
 

Moslem school).
 

Kisauni has many more small buisinessmen and self-employed
 

than Githurai, mostly because of the lon- history of the
 



ettlemnent, and the proximity of the area to Mcmbasa
 
town. Sime of the people settled in the area as long
 

ago as 1945. The present population is approximately
 

20000and still growingi.e. 365 per ha. on 45 ha.
 

It is characteristic for the social cohesion in Kisauni
 

that people know their neichbours and that some of the
 

residents were born there, but now have their own houses.
 
Parents and other relatives live there and there is a high
 
degree of social interaction also outside the houses.
 

The area is typical of many at the coast. Although roads
 
are as bad as in Githurai and development looks even more
 

unplanned, there is still a clear feeling of an established
 

settlement.
 

Although people build houses, they do not hold titles to
 
the land. They have loosely arranged leasehold systems
 

which allows the construction of a house on payment of 
a lump sum of money, which varies today from Sh. 2000 to 

Sh. 10000, and monthly payment of Sh. 50 on average,
 

depending on the location and size of the plot within
 

the area.
 

Normally no written document is exchanged to authorise
 

use of the land. However, a tradition has developed
 
so these arrangeients are recognised. flouses can be
 

sold or let, so can undeveloped plots . Once the NIC
 
gives its approval to the proposed development, it has
 

legal status provided, of course, that it complies with
 
the approved plans. Building by-laws Grade IIB apply
 

here. In case of default of payment to the original
 

landowner: the plot can be repossessed, but compensation
 

must then be paid to the houseowner for his development.
 

Households
 

A typical house at Kisauni would be occupied by the owner,
 
his wife and several children - average 5 children. host
 

of the original owner-occupants have mature children, in
 
keeping with the general age structure of Kisauni. In
 
addition there will be several tenants in the same house,
 

some of whom have 4 rooms or more. In some cases, there
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were as many as 10 rooms, a courtyard, common water
 
point and common toilets.
 

Several of the houses alo7g the main road have a shop
 
or shops in front, with the rear being used as living
 
quarters. The house owner is characteristically also
 
the shop owner and he lives on site with his family
 
and keeps no regular business hours. Tenants are
 
younger and generally have smaller families and
 
occupy one or two rooms. Husbands work in town while
 
their wives stay at home. 
This is in line with Moslem
 
tradition and much more noticeable here than in Githurai.
 

Polygamy is also more predaninant in Yisauni, therefore cyomers 
often occupy more than one roan. 
There is a higher rate of owner-occupiers to tenants in 
Kisauni than in Githurai. This is explained by the 
difference in the size of the houses and that only in 
exceptional circumstances does an owner have more than
 
one plot, thus absentee landlords are aytpical here.
 
Age distribution was different 
as well, simply because 
of the age of the settlement and the fact that to a 
large number of residents Mombasa was their home area. 

Income
 

As in Githurai the house owners as a whole make more
 
money than tenants, because they have rental income in
 
addition to their regular income. 
Typically, regular
 
income for both tenants and landlords is between K.Sh.
 
500 and 
2000 per month, but as an average, landlords
 
collect rents from 4-6 rooms of K.Sh. 300 per month/rocm.
 

In newly constructed houses most of the rental income
 
goes to repay loans or to add more rooms.
 

Regular incomes are derived mainly from jobs in Mombasa
 
supplementec by profit from business 
(usually retail, 
shops, sewing, and food kiosks) conducted by the wife 
or other family members. Among both tenants and owners 
there are self-employed fundis of the typical kinds 
(buildrs, furniture makers, mechanics etc.) who work 
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in the area. 
 It should also be noted that because Makuti
 
(thatched)roofs are 
still very much in evidence, many
 
women sit at home and make 'makuti' which they sell
 
to a wholesaler in their neighbourhood. On a good
 
day a woman can make X.Sh. 55, net.
 

Those employed by large firms in Mombasa have easier
 
access to loans through employment based credit unions.
 
Self-employed people are virtually cut off from this
 
source of funds. 
 Instead, they rely on relatives and
 
savings for investment.
 

Community facilities
 

The Municipal Council, as indicated elsewhere, provides
 
piped water in the area and maintains the old M.alindi
 
road which passes through the area. The Municipality
 
also provides cleansira services and a conservancy
 

vehicle in areas with problems.
 

The area has a primary school and a nursery school 
operated by the Municipality. As mentioned, ]isauni is 
well supplied with commercial and religious services.
 
A big new night club and disco have just been completed.
 
The Municipality have recently put up some 
core-house
 
units on the periphery of the area and there has been a
 
move to lecalise some tenants who had built their houses
 

on Government land.
 

There is clearly official approval of Kisauni 
as a
 
settlement, even 
if this has not yet resulted in a full
 
range of services being provided by the Local Authority.
 
More importantly, the type of tenure obtaining here is
 
unacceptable as security for a loan from a formal sector
 
financial institution. As in Githurai, plot owners are
 
very much aware of this situation but see less of a
 
chance for this to change in Kisauni. Instead, they
 
hope that the WIC will soon do something about the
 
problems of poor roads and ion-existent drainage system.
 
This action appears 
to be a long way off. In the meantime
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there are occasional discussions among owners about
 
what they themselves could do to improve conditions.
 
Such discussions usually end without anything being
 
done, because funding and cost recovery can either not
 
be agreed or not be arranged. This is an area where
 
donor agencies might help, but preferably without going
 
through the local authority. The same approach could
 
conceivably be equally beneficial in the case of Gitburai.
 
The most obvious channel to use is co-operatives - based
 
organisations or finance companies prepared to ta)e the
 
risk 
(for a price)and with adequate administrativ.e capacity.
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4. INFORMAL HOUSING FINANCE SYSTEMS
 

4.1 Summary of Residents' Survey ResultF
 

The first section of this chanter sumlaarises survey
 

results of the two areas selected for this study.
 

Results from other surveys will be incorporated
 

into subseauent chapters. The following sections
 

of this chapter will deal with information gathered
 

for this study from sources outside Githurai and
 

Kisauni, i.e. Government officials, contractors,
 

lenders, suppliers and others.
 

The interviewees fell into three main groups, viz.
 

tenants, owner occupiers and absentee landlores.
 

There was a degree of overlap between the last two
 

categories because some owned several houses, only
 

one of which they occupied. The numbers intervie'd.
 

in each category are given in the summary table below:
 

Area Tenants Owner occupiers 	 Absentee
 
Landlords
 

Githurai 30 	 10 4 

Kisauni 7 	 17 4 

For the purpose of documenting experiences with housing
 

finance, owner occupiers were found to be the best
 

soirce of information. To facilitate analysis and
 

comparison of the interview results, the individual
 

responses are presented in Annex II. The guest~in
 

numbers in the first column in each table refer to
 

questions as they appear in each of the questionnaires.
 

The survey results for each group are analysed below.
 

Although Githurai and Kisauni are different 	in many
 

respects (see Chapter 3) the response to questions
 

about housing finance did not differ significantly
 

in the two areas, thus justifying a grouping by
 

tenure for the two areas together.
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4.1.1. Owner-occupants
 

10 
owner occupants were interviewd in Githurai.
 
With one exception, all of them had commenced con
struction of their houses after 1979. 
 In Kisauni
 
some had started as early as the 1940s. 
 Although
 
none of the respondents could recall how much had
 
been spent on each phase of construction, the
 
responses reflect what appears to be a fairly
 
widespread practice of building in phases.
 

Construction of the house was in 8 cases partly
 
financed by loans from cooperative savings unions
 
at 12%. Taking the interviewees' estimate of the
 
value of houses, this indicates that they contri
buted over 40 per cent of the cost of construction
 
from their own resources. 
One of these respondents
 
found payment of the loan difficult, while the others
 
did not find loan repayment exceptionally difficult.
 
One had a loan from his employer at no interest and
 
paid it back over 3 years. Two had loans frow Rural
 
& Urban Credit & Finance at 19% interest over 7 years.
 

In Kisauni 4 of the interviewees had either bought
 
houses or had inherited them (no similar cases were
 
encountered in Githurai); 
 The rest had acquired a
 
plot and built a house themselves with the help of
 
'fundis' during construction periods of between one
 
and four years, 
In Jisauni the houses were generally
 
cheaper than in Githurai. This is explained by
 
construction methods and materials. 
Apart from one
 
exception, the houses in Kisauni were valued at
 
between Sh.150,000 and 200,000. 
 In Githurai they
 
now cost 
from Sh. 200,000 to 300,000. None of the
 
owner occupants expressed a desire to extend their
 
structures. 
This attitude is a reflection of the
 
increased pressure on 
land for construction (the
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plots are very close together and extension would
 
therefore in most cases be difficult); The lack
 

of interest in extending the houses is also associated
 
with the fact that their plots are already fully
 
developed. Some speak about buying additional plots
 

when they 'find' the money.
 

4.1.2 Absentee Landlors
 

A total of eight absentee landlords were identified
 
and interviewd at Kisauni and Githurai. 
 In the case
 

of Githurai all are shareholders in the Githurai
 
Ting'ang'a Company. They sold some 
plots in order to
 
develop their other plots. Since information was more
 
forthcoming from the absentee landlords in Githurai,
 
they are treated in a separate table (see tabulations
 
appendix III); In the case of Kisauni, the absentee
 

landlords who gave information more relevant to their
 
role as owner-occupants appear in the two tables, one
 
of which relates to the questions addressed to absentee
 

landlords.
 

It is characteristic of absentee landlords that they
 
own more than one house. In Githurai all three of those
 

interviewed owned one house in addition to the one they
 
occupied, whereas inKisauni one owned 2 and 
one 5
 

additional houses.
 

It should be understood that with two exceptions owner
occupants were also landlords because they had some
 
tenants in the house they themselves occupy. Both
 

landlords and tenants express hopes of not always
 
having to live together. The absentee landlords
 

much prefer to live outside, but near their houses
 
which are exclusively occupied by tenants.
 

The three interviewees in Githura had paid for their
 

extra house by selling plots and by income generatee.
 

from rents in the house they occupied. In fact one
 
sold 10 plots for a total of Sh. 83,000 in 1980, which
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was the going rate at the time. In Kisauni there was
 

no selling of plots to raise funds. One used savings,
 

NSSF retirement benefit payments and assistance from
 

friends and relatives (particularly those working in the
 

Gulf region and sending money home). The borrowing terms
 

of such funds were never revealed. Two had borrowed
 

from their Savings and Credit Society and another couple
 

had borrowed from their employer. The typical situation
 

for owners of more than one house is that rental income
 

from the first pays for building the next, etc.
 

4.1.3 Tenants
 

The number of tenants interviewed was reduced from the
 

original 20 to 17, because they provided little in the
 

way of information on housing finance. Likev.:ise, the
 

number of questions aksed was reduced in the Kisauni
 

area, because of poor response to questions on
 

finance sources and terms. Still, some of the answers
 

could not have been anticipated and should be pursued
 

further in surveys of rents and rent propensities in
 

various parts of the country. A first step is already
 

being made in the Nairobi area by Holin, Martin and Gi

chohi.
 

On the whole tenants were clearly of lower income than
 

owners and absentee landlords (Shs.1000/- per month as
 

opposed to Shs.5500/- per month) This was to be expected.
 

o"wners are generally better off, when they buy
 

a plot and contemplate building on it, because they have
 

to be able to cover the shortfall in cash-flows,and after
 

the house is completed rental income supplements their
 

regular income to the extent of often doubling it several
 

times over.
 

All tenants expressed a desire to become owners, but not
 

necessarily of a house of the same type or in the same
 

area. Of the 17 tenants interviewed, all 10 in Githurai
 

would prefer a house there. In Kisauni, 3 of the 7 wanted
 

to build in their home area. They have little or no idea
 

of where to find the monye to do it, though a few already
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Qwnn plots elsewhere. Typically they rent one room in
 

Githurai, but an average of two in Kisauni. Rents are
 

fairly uniform at Shs.250/- pei month for one room as an
 

average in both areas (no discount on taking more than one )
 

This covers a samil spread of from Shs.l00/- to Shs.350/

depending on quality of house, distance to main road and
 

whether there are services provided, such as water and
 

electricity. The standard increase is Shs.50/- for each of
 

these services over and above the going rent per room.
 

Tenants generally favour these provisions and will pay.
 

Normally only one household member pays the rent. Only in
 

Githurai did we find a few instances of other household
 

members helping with the rent. With a single exception all
 

have experienced problems with paying the rent..This is
 

not surprising, but it is not seen as a big problem by
 

the landlords. The tenants will speak to their landlord
 

and can normally gct an arrangement to pay by instalments.
 

In any case, the tenants are asked, as a rule, to pay two
 

months rent in advance at the time they move in (more often
 

in Kisauni than in Githurai) so landlords are amenable to
 

accept phased payments. This is a very different scenario
 

than in public rental housing schemes, where arrears abound.
 

One of the answers which was elaborated more in Kisauni
 

than in Githurai was the ability and willingness to pay
 

more than their present rent, if they could get a house
 

of their own. Tenants interviewed practically all said
 

they would be willing to pay more. Some obviously recognize
 

how valuable it is to own a house such as the one they rent
 

a room in and may therefore have "discounted" that income.
 

But the most likely answer is that they can afford more,
 

if something better was available, say with water and elec

tricity. We suspect the same would be the case in Githurai
 

had they been probed harder on this issue. Other studies,
 

notably Jorgensen 1972, point this out very clearly in four
 

low income areas of Nairobi. The implications for effective
 

demand and housing finance of this fact is significant and
 

should be explored further.
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4.1.4 Cases 

Owner in Githurai
 

A large number of the 26 interviewees were found to be
 

members of the original land-owning company known as
 

Githurai Ting'ang'a Company which bought Kasarani
 

Estate and sub-divided it into 3,420 plots in 1970.
 

Each of the 269 members cot one or more share certi

ficates, depending on the amount of money he was able
 
to put down. Each share was Sh. 600 and a total of 785
 

shares were sold. Each share entitled the owner to 4
 
plots, i.e. Sh. 150 per plot. Plots now cha-ne hands
 

at Sh. 25-30,000. This means an appreciation of about
 

35% per year.
 

The Chairman, who is also an owner-occupant and an
 

absentee landlord, was able to throw much light on the
 

way Githurai developed. It was clear from this inter

view that the land-buying company aimed at enco*roaqcnent
 

of a development which would meet City Conmission hy-laws.
 
They set aside 10 acres which were to be given to 1CC for
 
a primary school (8 acres) and a dispensary (2 acres).
 

But instead of a dispensary they got a xrarket, which
 

cost the NCC Sh. 3 million. The market is empty and has
 
never worked, because people trade with hawkers or at
 

shops based in houses.
 

The company does pay rates for the entire piece of land
 
(Sh. 60,000 per year) and various charges of Sh. 20,000
 
per year. This expense is not charged directly to
 

individual plot owners, but paid from rental income
 

derived from two properties owned by the company in
 
Nairobi, also bought in 1969. The money for these was
 

raised as follows
 

Sh. 60,000 from shareholders 

Sh. 60,000 E.A.B.S 

Sh.300,000 A.F.C. 

These two loans have now been paid off.
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The Chairman bought two shares originally, and thus
 

got 8 plots. He sold off 6 of the plots to build
 

one house with 10 rooms, from which he gets Sh. 200
 

per room including water. This rent goes up to
 

Sh. 250 with electricity. Because he did not borrow
 

to build the first house he had no loan to pay off.
 

He is now just about to complete his second house
 

with money collected in rents from the first house.
 

From time to time during construction he has had to
 

add money from his savings. If he had wanted to build
 

faster, he says, it would be possible for him to get a
 

loan from A.F.C. on his small farm in Murang'a anid
 

use it to finance his second house. He does not
 

contemplate that now, but he may have to do it if he
 

buys another plot, which he would like to. The
 

alternative, he explains, is for him to wait 1-2 years
 

to save for the plot. One more year to complete two
 

rooms, another year to complete an additional three
 

rooms, and a fifth year before he had yet another
 

10 roomed house. (For an illustration and description
 

of the house the Chairman talks about, see 3.1.].).
 

Tenant in Kisauni
 

The tenant runs a retail shop on the main bus route to
 

Mshomoroni and has been residing in the premises since
 

1981. The structure is well finished and has 8 rooms
 

in all, together with bathroom and toilet. The tenant
 

pays Sh. 950 for 4 rooms per month, two of which are
 

used for business and two as living quarters for the
 

family. The tenant has 7 children. The wife has a
 

sewing machine outside on the verandah, but contributes
 

-little towards:the rent. What she gets on small sewing
 

jobs augments family food bill. It is not expected
 

that the rent will go up for quite a while. The family
 

feels confident about the point.
 

This building is connected to water and electricity but
 

the water has been disconnected for the last 8 months
 

for non-payment of arrears in water charges.
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The interviewee's main dream is to own his own house
 

in Kisauni. He estimates that he will require between
 

Sh. 95,000 and 100,000 to put up such a house. He
 

contemplates taking a loan to enable him to build his
 

own house. He thinks that he has to rely on the good

will of his better-off business colleagues to give him
 

materials for building on credit. He could also use a
 

title of land (3 acres) in his home area outside I.ombasa
 

which he owns, as security for money borrowed.
 

Apart from rent, other pressing financial problems include
 

children's school fees and he is sometimes in arrears with
 

"eint when he has to pay school fees. Even so, he feels
 

that if there were prospects of getting a loan of, say, 

Sh. 100,000 from a Building Society, he could find ways 

of saving the 10% of this he has been told is a B.S. rule. 

He also knows that it is better to borrow from a B.S.
 

than from a Credit Union (he does not belong to one,
 

mainly because he is self-employed) where the loan has to
 

be paid off much faster.
 

On the whole he is not unhappy being a tenant, because he
 

makes, on average, Sh. 2,000-3,000 per month net from the
 

shop, and gets along well with the landlord. He complains
 

of the high rent (about 40% of income) and of the poor
 

roads in Kisauni.
 

Owner in Kisauni
 

The interviewee is an employee of Nyali Bridge and uses
 

one of the rooms in his house to do repair work for radios.
 

The house, situated on a plot 42 ft x 36 ft, has 4 rooms
 

and 2 stores. This family occupies 2 rooms and 2 stores.
 

He has two tenants who pay Sh. 325 each per month per room,
 

inclusive of water and electricity. This house was built
 

between 1971 and 1974, and cost about Sh. 20,000 in all. It
 

is now valued at Sh. 120,000.
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Many people spoken to, including this owner, did not
 
take loans for fear that having no proper security,
 

they would be charged very high interest rates. Like
 
most of the other owners here, he pays Sh. 50 per month
 
to enjoy his leasehold without interference. He paid
 

only Sh. 400 to get the lease in 1971. Below is a short
 

summary of the cost of his house as he recollects it from
 

a file and from memory 

Shs. 
Cost of construction 1971-74 

Cement 40 bags at Sh. 6.50 260 
Wooden frame 600 

Coral 25 lorries at Sh. 70 1,700 

6 windows at Sh. ]25 750 

Doors - I Sh. 300 

4 Sh. 800 

4 Sh. 600 ) 1,700 
2 conservation pits 4,000
 

Labour costs
 

Mludpacking 14 days at Sh. 15 210
 
Roofing materials and nails 3,000
 

Labour - fundi and casuals 4,000
 

Total cost Sh. 18,020
 

He likes living in Kisauni, because he can walk to his
 

work and he knows so many people here. His is clearly
 

one of the better maintained houses and he expresses
 

satisfaction with his tenants. However, he would like
 

to occupy all the rooms himself eventually, but has no
 

idea when this might happen.
 

This owner also complains about poor roads an6 no street
 

lights in the area. Sometimes there is a shortage of
 
water in the taps and during the rainy season parts of
 

the area are flooded, because there are no surface water
 
drains. Asked if he would be prepared to pay a monthly
 

amount for these things to be rectified, the answer is,
 
"I thought this was what we paid taxes for".
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5:) 
Absentee landlord, Kisauni
 

This person was born in Kisauni and his father still
 

lives there with him. Together they leased an
 

additional plot in 1980 for which they paid Sh. 8,000
 

and still pay Sh. 400 per year. At the time the son
 

had saved St. 20,000 from his income as a driver with
 

United Touring Company. He was able to borrow Sh.
 

23,000 from his credit union (UNITO Credit and Savings
 

Society) and had 36 months to repay at 12% interest.
 

This meant that Sh. 767 was deducted from his salary
 

every month for 3 years. It took 4 years to comoplete
 

the house by using local fundis at Sb. 75 per day
 

(contractor and two helpers). First four rooms were
 

completed, then four more, at a total cost of.approx.
 

Sb. 50,000. It is now worth Sh. 150,000. All 8 rooms
 

are let at Sh. 250 per month each.
 

There is no water or electricity, but water is available 

at a kiosk very nearby. He plans to connect to water and 

will then charge Sh. 300 per month per room. He w.ould 

also like to have a small shop in front of the house and 

has, in fact, already started to build it. "You have to 

have approval for building houses, but for the shop we 

don't ask anybody", he says. 

Although the house is about 300 metres from the main road, 

his rents are good, because the house is new and well
 

built, and because the owner does not live there himself.
 

He had little or no problem with tenants, nor would it
 

be difficult to find new tenants if some left. They pay
 

two months rent in advance when they move in.
 

.This person was well informed of finance possibilities, 

mainly because he had recently bought his own car. He 

knew that it cost him more interest to repay that loan 

than his house loan. He also knew that the Kenya Ports
 

Authority, where many of his friends and neighbours work, 

has a credit union which allows 5 years to pay a loan of
 

three times your savings, also at 12% interest. "this
 

works much better for houses", he concludes. 
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4.2 Contractors
 

In both areas contractors work on 
very similar terms:
 

1. A contract is agreed as 
a total sum, calculated on
 
the basis of time it will take to build. Mlaterials
 
are extra, often provided by the owner.
 

2. It is up to the contractor to hire the workmen he
 
needs at any time.
 

3. 
If delays occur due to lack of inaterials (money)
 
or arrears in payments to the conttactor, the
 
contract will be renegotiated.
 

4. Money is Fnid to the contractor in instalments,
 
but normally in advance of his expenses, thus no 
credit from this source. 

It will take between 2-3 months to complete an 8-10 
roomed house if all goes according to plan - which is
 
rare. 
Still, for those who have enough mnoney and can
 
get the materials when'needed, 3 months is realistic.
 
Sometimes there is 
an agreement between the owne-
 and a
 
supplier of materials, say for roofing, that the latter
 
can collect the rent from 2-3 rooms after completion
 

until the amount owe- is paid off.
 

In Kisauni building inspectors come three times:
 

i) to approve plot boundary and building plans;
 
ii) about half way through;
 

iii) when the house is complete.
 

In Githurai this does not happen, because of its non
approved status.
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Below is a current costing of the house illustrated
 

on the following page, and representing a typical
 
'small' Kisauni house.
 

Foundations - fundi and casuals 4,500 

Walls structure 3,000 

Coral infill at Sh. 700 per 
large room 4,000 

Roof structure 3,000 

Mabati 19,000 

Work on toilets, doors, lintols 600 

Filling in coral and timber 

structure with mud 800 

All coral, 17 lorries at 

Sh. 380 a load 6,460 

Septic tank excavations 4,000 

Doors and windows: 

front and back 2,500 

others 5,600 

windows 2,000 

Cost of plot (Eilemba) 2,500 

Total Sh. 57,960
 

4.3 Public Sector Officials
 

The information gathered from the authorities was
 

more useful in the case of Githurai than Kisauni.
 

The reasons for this are inherent in the unresolved
 

problems facing Githurai which make it an informal
 

settlement in the true sense. Kisauni, on the other
 

hand, is recognised and new buildings are approved.
 

Althouoh much lower building standards are used in
 

Kisauni than in Githurai, new structures are marked
 

on a map and their location inspected by the KMC before
 

construction can.begin. This is not so in Githurai.
 

Here the development company prepared its own layout
 

of the subdivision (see Annex III) which was never
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approved. In fact it was explicitly rejected by the
 
NCC planners. 
Still, the plan is followed and on the
 
whole buildings comply with Building by-laws Grade I.
 

Whereas officials of MIC speak of plans to improve
 
infrastructure in Kisauni, 
no such plans are ready for
 
Githurai. 
We were shown one map of the Githurai-Zimmermann
 
area with some trunk service improvement plans, but
 
nothing specific for reticulation into the area respecting
 
its existing development.
 

The area Chief and D.O maintain that if only the
 
development company would cooperate and give the infor
mation requested, a process of negotiations could begin
 
with a view to formal approval and provision of services.
 

It is true, as pointed out before, that the company fears
 
losing plots in this process, but it is difficult to
 
imagine that NCC, the DO or 
 ,ever needs informati u:, 
cannot get this on their own. 
 aerial photograph 
and checks on the ground could presumably provide all
 
that is needed. 
Instead, we found the company's expla
nation more plausible, i.e. that at the present time both
 
political and economic factors count against Githurai.
 
A recognition would imply 
a major and immediate expense
 
on the part of NCC. Moreover, it will create a precedent
 
for -,.-any other imilar areas. 
However, according to
 
officials in the Planning Department,the new sectional titlE
 
legislation is going to make it possible for each plot
 
owner in Githurai to get a separate title. 
This may not 
be enough to lure Building Societies to finance houses 
there, but it may attract such other lenders, who can 
see an economic advantage of financing houses in that
 

area.
 

One issue in particular came up several times in dis
cussions with both officials and house-owners in both
 
areas: 
 if the public sector decides to provide a full
 
range of services including roads of acceptatle standards,
 
will the house owners pay the assessed amounts and the
 
increased rates?
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There is no clear solution to this. Officers of the
 

two municipalities say the house owners have no choice
 

but to pay, but they recognise that they may not pay.
 

The owners say that 'it all depends how much they have
 

to pay for what they get'. Implicitly, they also 

wonder how much they can increase the rents for improved 

services. But there is widespread apprehension among 

owners that the authorities will impose very high 

standards of - and therefore very costly - services, 

over which they have no control or say. 

It is conceivable that this is the real crux of the 

stalemate situation. A similar situation has arisen more 

than once with Mathare Valley (or that part of it which 

is densely developed). Nothing happened and the 

unserviced state prevails. This scenario is Etrengthened 

by the fact that there are vested interests at play in 

cases where public sector officials are also house owners 

in these areas. Githurai benefitted from this in the 

past, but no longer. 

4.4 Lenders
 

Two kinds of lenders were interviewed: Credit Unions
 

and formal sector institutions. The former plays a
 

very active role in lending for informal sector housing,
 

the latter does not, but it has the potential, and one
 

did lend for a while.
 

There are, of course, other kinds of lenders which were
 

not interviewd: friends, relatives and employers. In
 

Dandora site and service scheme, these three groups
 

accounted for 16% of the money borrowed. It is likely
 

to have been of the same order in Githurai and Kisauni.
 

But apart from being told that they are cenerally small
 

and short loans without interest, there.is very little
 

information to obtain. In one case, the borrower
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explained that the friends who lent him Sh. 20,000
 

insisted that they would collect rent from 3 rooms
 

at Sh. 250 or 750 per month for a period of 2 years
 
which amounts to Sh. 22,500 or an interest rate of
 

4% per year.
 

4.4.1 Credit Unions
 

Officials of two credit unions confirmed the borrowers' 
statement of finance terms as2 - 4 x savings for 3 years 

at 12% interest. They rarely see 'housing' stated as 

a reason for applying for a loan; instead members may 

state 'building materials', 'land' 'a plot', 'deposit' 

or 'to pay'.fundis' on their appli.ations. For that
 

reason it is difficult to establish exactly how much is
 
lent for housing, but in the case of Dandora it accounted
 

for 6% of total resources. In the two areas under study
 

we encountered about the same number.
 

With respect to security, the credit unions normally 
ask for sureties by three other members, but their record 

of defaults is such that they rarely have to call on the 
guarantors. Because of the common bond among members, 
the loan-committee is usually very well informed about
 

the creditworthines- of individuals. Moreover, some of
 
the employment-based unions have close laiason with the
 

employer and have arranged check-off systems for both
 

savings and loan payments.
 

Credit Unions pay interest on shares as well as on savings.
 
Their general rule is that savings are credited with
 

0.5% intereft per month and share certificates are credited
 

with a bonus once a year, - usually of 6% - 10% depending 
on how the union has fared. A couple of the very large
 

unions, the Bankers' Savings and Credit Society, for
 

instance, has decided to reduce interest on members' loans
 

to 0.5% per month, instead of paying large bonuses.
 

*Whereas flexibility prevails for interest rates, there
 

is little room for maneuver when it comes to length of
 



loan. A maximum o 3 years is strictly adnered to. 

Only in cases of genuine hardships will this be 

extended by another year and only as a remedial action. 

Thus, the borrower cannot base his repayments, nor his 

cash-flows from his housing investment,on more than
 

36 months.
 

The lenders interviewed sometimes ask for documentary
 

evidence of what borrowed money is used for. In the
 

case of housing loans, say over Sh. 100.000, they may
 

want to see the borrowers' plans and evidence of his
 

right to build on a particular piece of land. No charges
 

are ever registered against these rights. Similarly,
 

there is no checking on how the money is actually used 

or whether the investment by the member is viable or not. 

One rule of thumb is often applied, however, no ncmbcr 

should ever be obliged to pay more than 2/3 of his 

"take-home" pry to the society at any one time. 

There is a well established mechanism for short-term 

finance through the Credit Unions. The Kenya Uinions are 

offered insurance schemes through the National Organisa

tion, which is a member of the African Apex organisation 

ACOSCA, also based in Nairobi. The scope for expansion 

of a housing (long-term) financing facility within this
 

frame-work seems as obvious as it will be difficult to
 

implement. This pessimism is expressed less by members
 

than by union officials. Some of their apprehensions 

whether justified or not - run along the following lines: 

- Savings and Credit Societies were never meant to give
 

long-term loans. They were meant to fill the gap between
 

formal sector lending institutions and private money
 

lenders.
 

- Long-term loans also means bigger loans. This will need 

some tangible collateral and many members don't have 

that. Houses without titles- rural houses for instance 

is just not acceptable secutiry. 

- It would need a change in the act and it would need ac

cess to a lender of last resort, because we could run 

into liquidity problems by lending long and borrowing shor 



4.4.2 Formal sector institutions
 

The most revealing information of how the formal sector
 
institutions could become involved in financing informal
 
housing was provided by Urban and Rural Credit and
 

Finance. Although it is now under receivership, it is
 
still collecting loan repayments and have so far paid
 
off all depositors -h. 50,000 or less, which means that
 
all small depositors have been paid in full. Some have
 
chosen to leave their funds with tRCF in anticipation
 
of a reconstruction.
 

In its two years of operation it advanced wcll over 400
 
loans to housing in areas such as JMathare, Dandora,
 
Kariobangi, Dagoretti and Githurai, 
 in the latter,
 
approximately 60-80 loans. The figure is a best guess
 

by the administrative secretary, who was also a director, 
as loans for housing were not always classified as such. 
This was particularly true in cases where land elsewhere 
was given as security.
 

The terms of these loans were generally 19 interest 
over 7 years, though shorter loans (3-5 years) were also 
in denand. None of the borrowers in Githurai have 
defaulted, and there have been no cases of actual
 
reposession. In some cases, like Githurai, the plot
 
owner's certificate was taken as security 
and a notice 
sent to the land-owning company to this effect. In 
Dandora, for example, RUCF offered to redeem the borrower's 
balance outstanding with the NCC in return for having the 
leasehold title released for it to be used as security. 
In the cases where there were no such documents to pledge, 
an agreement for sale of the property was drawn up between 
RUCF and the borrower, with the clear proviso that the 
sale at a price equal to the loan sum would only be 
effective in the case of a loan default.
 

The RUCF official admits that originally their idea was
 
to serve a community, not served by others, particularly
 

on the loan side. "It was the way the Bank of America 



started", he says. Loans were not only given for
 

housing, but typically for matatus, tractors, small
 

businesses, 'jua kalis' and for buying of land. "We
 

had faith in our customers and they did not disappoint
 

us". In fact, it turned out to be very good business.
 

Apart from accessibility, the spped in processing a
 

loan was the main attraction, e.g. one week for a
 

housing loan. Present income of the applicant was
 

not considered important, but the viability of his
 

investment was. It was also required that the applicant
 
was able to find one third of the investment himself.
 

Owning a plot, for instance, would be counted as part
 

of this proportion. All charges: valuation, insurance,
 
etc. were 'front-loaded' and thus financed.
 

The URCF secretary insists that their lending was
 

thriving and that they were very competitive in attracting
 

deposits. With an effective rate of return on loans of
 
about 20%, they could afford to offer 16Z4 for large
 

deposits. Then why did URCF fail? ror the samc. reason
 

that seven other similar institutions did, at about the
 
same time. Very large deposits (double digit millions
 

of shillings) from government controlled agencies were
 

called, and the institutions were over-comitted and
 

therefore became illiquid. All four of those interviewed
 

maintain that, had they been given a couple of extra years 

to call in loans - and not-giving -newones - they, could 

have survived. 

As for the older and larger institutions specialised in
 

housing finance, the reasons for not lending to informal
 

housing are very clear. It is legally notpossible and
 

it does not pay. HFCK has financed - with the support of
 

CDC housing estates, but formal, middle-income housing.
 

In Kayole, they are now involved in a low-income scheme,
 

but only because of the formality of it and access to
 

cheaper funds for the purpose. At ]4k% interest as a
 

maximum for loans it is not possible to (i) attract
 

enough money market funds for a major expansion into low
 

income housing and (ii) small loans are simply uneconomic
 

at that price.
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SHE ECONOMICS OF INFORMAL HOUSING
 

5.1 Viability
 

Economic viability at the micro level is not the only
 

reason for the large and expanding stock of unauthorized
 

housing in Kenya, but it is the most important. The
 

distinction between formal and informal housing or
 

between authorized and unorthorized housing makes little
 

sense in this respect, because returns on investments
 

are equally attractive in the informal, unauthorized
 

areas as in the formal and public sector sponsored
 

housing schemes. The difference lies in the access to,
 

and terms of, the finance needed.
 

There is a distinct relationship between the formality
 

or infcrmality of a housing and the terms on which
 

finance can be obtained, but there is little difference
 

in the sources and terms of finance for adding rooms to
 

an existing authorized house in Dandora or Umoja, as 

opposed to building an unauthorized house in Githurai
 

or Kisauni. In both cases finance is not available
 

through the Building Societies or through the public
 

sector on long term at normal housing finance rates of
 

interest. The lending institutions which do provide
 

finance may be formal, whereas other sources of funds
 

may be informal, but characteristic for both is that
 

access is often difficult and terms are much more severe.
 

The exceptions to this are credit unions, relatives,
 

friends and employers.
 

The survey of Githurai and Kisauni also revealed that,
 

apart from a good return on invested capital, there are
 

other reasons for building a house, which reflect non

economic considerations, such as:
 

- desire to live in a certain location
 

- urge to own a house in one's home area
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- pride in being a property owner 

In addition, two more reasons are often given for
 

deciding to become a home owner, but they come close
 
to economic considerations, namely:
 

- a house will never loose its value
 

- if you own a house, you can get credit
 

But the primary reason given by most is that it
 

is a good investment. In both survey areas the rent
 
level is well known by all, whether tenants or owners.
 
It varies within each location depending on quality
 

of building, closcness to transport, availability of
 

water, electricity, toilets, etc. There is widespread
 
confidence that there will always be tenants, but the 

more rooms in a particular house (let individually) the 
harder it is t. get the going rate per room. Another 
market-related factor emerged: Tenants prefer rooms in 

a house where the owner does not live. Whatever the 
circumstances, the investor will know the rent hc/she can 
expect per room. This is the basis for the "feasibility"
 

calculations.
 

5.2 Feasibility
 

Like rent levels, the cost of construction and the
 
prevailing cost of a piece of land are well known in a
 

particular area. Again, there are variations, but not
 

much room for bargaining. Two additional factors are
 
considered in the calculation of feasibility: finance
 

.terms and inflation.
 

Typically, there is little information about the cost
 
of finance, but investors, who have to go to the market
 

soon find out how much they have to repay per month for
 
a given loan over how many years. There is, however, a
 
clear expectation of rising costs and rents. The exact
 

rate of increase is not discounted in the calculations,
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but 10% - 15% p.a. is often quoted. If the rent per
 

room is favourable compared with the cost of land,
 

construction and services the decision to build is
 

taken, but not necessarily executed at that time. For
 

most potential house owners numerous problems still
 

have to be solved, among them: finance.
 

Below is an example of the simple calculation investors
 

do before making up their minds to go ahead or wait.
 

Plot cost Shs. 25,000,-


House with 10 rooms - 200,000,-


Total Shs 225,000,

less own funds - 35,000,

amount to be financed - 190,000,- over 7 yrs.at 19% 

monthly payment - 4,105,

rent from 9 rooms - 2,700,

shortfall (o.n rent) - 1,405,-

Due to the harsh finance terms characteristic for these borrowers
 

there is often a shortfall in the early years' cashflow. The
 

decision to go ahead was still made, provided the shortfall
 

was within the investor's affordability, i.e. if he felt he
 

could manage to pay the extra amount out of his monthly income,
 

until the rents would go up. With an inflation rate of 151
 

it would take only 3 years to break even. Note also that the
 

owner is now saving rent elsewhere for himself and his family,
 

if he decides to occupy a room.
 

Under these circumstances it would perh'aps appear as if formal
 

sector housing finance is not necessary, as informal scurces
 

are lending short term. The problem is, however, that (1) the
 

owner still has to find a considerable deposit and (2) has to
 

cope with high monthly payments the first 3 years. Either
 

of these can be prohivitive. Formal sector institutions are
 

still far from ideal, but they require a relatively smaller
 

deposit and, by virtue of their lower rate of interest and
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longer term to pay, require lower monthly payments.
 

A common misunderstanding should be corrected at this
 

point. The rate of return of an investment is in principle
 

unrelated to the way it is financed. Thus, finance terms
 

have only a small effect on the rate of return. True,
 

interest rates do affect the level of cost and therefore of
 

net yield, but as long as net yield is higher than the
 

borrowing rate, it pays to borrow. The fear that plentiful
 

finance should result in a surplus of housing and falling
 

rents leading to falling rates of return is hardly justified
 

for the near future. Moreover, rents are not determirred by
 

space requirements alone, but by income levels and.willinaness
 

to pay. Should the situation arise where there is a fall in
 

rates of return, demand for finance would presumably be reduced
 

in relative terms and the interest rate fall, so rents could
 
be lower without making house investments unprofitable. In
 

any case, lower interest rates and lower rents, for whatever
 

reason, must surely be a step in the right direction.
 

What the house owners did not include in their calculations were:
 

- cost of their own funds7 (interest forteited if on deposit or
 

paid, if borrowed elsewhere)
 

- opportunity cost of land
 

- maintenance cost
 

- cost escalations due to delays in construction
 

- interest during construction
 

- loss of rent in case of vacancies
 

In some cases services were charged separately, in some cases
 
not, but this was usually calculated and decided beforehand.
 

The risk of demolition or cr not receiving all common public
 

services were hardly ever taken into account. ll residents
 

expected that sooner or later the public sector would have to
 

recognize the area and-provide services not already there.
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Some investment calculations showed a surplus from the
 

start. These were the ones where the owner had acquired
 

the plot a loig time a ,, or decided to build a very low
 

cost structnre. There was also a clear correlation between
 

the number of rooms built and the rate of return. This fact
 

is clearly understood by the investors, but rot always carried
 

to its logical conclusion because of some constraints, such as:
 

- size of plot
 

- lack of capital
 

- desire for more privacy
 

The.typical case, however, is to build the maximum-number of
 

rooms per plot even if this means a lower rent per room
 

initially. The economics of scale justify this.
 

It should also be rientioned tha% it is customary to ask for
 

two months rent in advance, so I.hat there is a "buffer" in
 
case of rent arrears. This amount is normally used to reduce
 

indebtedness.
 

5.3 Cash-flows
 

Just as important as being able to raise finance is the
 

terms on which it is available. No one appeared to thini.
 

that the standard terms of the Savings and Credit Unions.
 

i.e. 1% interest per month over three years for 2 - 3
 

times the amount already saved, were unreasonable. But
 

when it came to Finance Companies, which charge 19% over
 

seven years for a larger amount, many had at first found
 

it unacceptable. Instead of trying to get a lo:iger period
 

to pay ,r a reduced rate of interest from the finance
 
company, they had instead gone co:other sources of funds,
 

such as relatives or employers so as to reduce the amount
 

they had to borrow from the finance company.
 

If the investor in the example given on page6l had been
 

able to raise Shs. 200,000,- of the cost of his project
 

through a Building Society at 14% interest over 26 years,
 

his return would have been positive (Shs.213,- per month)
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fr6m the start, according to his way of calculating it.
 

Unfortunately, this kind of finance is not available for
 

reasons given later in this chapter.
 

As could have been expected there were many examples of
 

investors who advanced the well known, but mistaken,concept
 

of interest payments, that the longer you borrow the more
 

interest you pay, therefore you should borrow as short as
 
possible. Very few change this view, even after an explanation
 
of other ways of looking at repayment terms. But some do, when
 

they start thinking in terms of building another house. They 
then realize that cash flows (liquidity) could be a major 

problem, and that to borrow at 19t is not so bad if in thiee
 

years time they get a return of more than that, plus the fact
 
that their loan payments stay the same, while their rental
 

income keeps rising. 

The longer term trends in rents, construction and land costs
 

is anothe,r relevant aspect of informal housing. As a dircct 
result of population pressure and a parallel increase in effective 
demand, rents have increased more than construction cost, but 

not as much as land. However, since land forms a smaller part
 
of total cost than construction, the net result has been an
 

improved return on investment in housing. Whether this is also
 
the case for formal sector housing and in all parts of Kenya
 

has not been established, but indications are that for low income
 

housing in urban areas this is generally the case.
 

Housing finance has also become more expensive over the last
 

10 years, as interest rates moved up in step with inflation
 
But for those who were original shareholders in the Githurai
 

Company and sold off some of their plots in order to build
 

houses, when sub-division first started, have done well by any
 

standards. In fact, comparing their returns with those from
 
alternative investments available to the poorer section of the
 

population, they could not have done better. To have chosen
 

low-income (as opposed to low-cost) housing they also have
 

contributed more to social welfare than practically any 'other
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asset available to them to invest in. Why, then, is thpze
 

severe shortage of funds for this sector, when - at the same
 

time - there are plenty of funds around for high income house4,
 

motor cars and other durable consumer goods?
 

5.4 Market Imperfections
 

Risk and ability to pay are clearly not the-answers to
 

the stated paradox, as this study has demostrated.
 

Instead, rigidity in the administration of severely
 

constraining legislation explains two major bottlenec:s.
 

Pon-availability cf serviced sites encourages speculation
 

and inflated land prices. Property taxes with negative
 

development effects is yet another reason for' the formal 

sector not to invest in low-income housing. Howe-v.r, 

absence of a free market for housing finance is a much 
more important reason for the shortage of funds for this 

category of housing i.e. amarket where the price of funds 

(interest rate) is determined by demand and supply, and 

where the dulation of the loan, the size of the down 

payment and the repayment schedule are negotiablL itemns. 
But perhaps the most crucial problem in resolving the 

paradox is the formal sector's use of affordability 
criteria, which prevents poor people from access to long
 

term finar-e or, put differently, which creates defaulters
 

before the loan is granted.
 

It is in this area of affordability most progress can be
 
made fastest. As.%was demonstrated by the lending policy
 

of an institution like "Rural and Urban Credit and Finance"
 

it is future (not present) income, which determines
 
affordability. Even so, there will be individuals, who
 

-cannot build enough rooms for rent to make it a viable
 

investment from the start, and who cannot find the funds
 

to tie them over till them over till the rents have gone
 

up. To offer them a loan repayment schedule in tune with
 

their income profile over time would seem an obvious first
 

step. If in addition they can obtain funds at 14% over
 
20 years instead of 19% over 7 years, they would be that
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much better off.
 

Earlier in this section 
some of the many constraints to
 
an increased flow of funds to informal housing were
 
enumerated. 
These constraints ranging from non-availability
 
of serviced land over high btilding standards to unrealistic
 
affordability criteria, all tied together with red tape, go
 
a long way in explaining why finance for housing is hard to
 
get. Experts have suggested rcmidies for this situation and
 
have even identified sources of funds to be tapped, such as
 
those generated by the National Social Security Fund, Insurance
 

Companies, Pension Funds ctc. 
 All of these remidies are now
 
well known. Yet, without a political will to do sbmething
 
about it, nothing happens,  at least at the formal lovel. but
 
this is precisely why informal housing comies Not
about. enouch,
 
not in the right places and certainly not withoat a lot of strucige. 

One factor often overlooked by the experts is that the prime 
mover of money is price. Eowever many regulations try to push 
funds in a desired direction, funds still have a tendency to
 
end up with those who offer the highest price for them. This
 
explains why H.P. finance f:r 
cars is always readily available,
 
an*d why Building Societies are normally short of funds, unless
 
they can offer more by also being developers, which is against
 
the relevant act. 
 Is freeing the price of money (interest rates)
 
the way to go? The more enlightened economists have already
 
suggested this. The reason this suggestion has not had much
 
effect as yet is possibly that politically it is very difficult
 
to justify even higher interest rates for low income housing.
 
However, two arguments can now be made more forcefully for
 
accepting higher interest rates for housing finance:
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The return on housing investments is high, - for low income 

housing on the order of 30% - 35%,- therefore, investors
 

will still willingly pay more than the 14% - 16% charged by
 

Building Societies.
 

Informal housing is already being financed at 19% over a
 

much shorter period (7 years as opposed to 20 years for
 

B.S. finance) thus placing a much heavier burden on
 

affordability.
 

The survey of owners of informal housing clearly point _out,
 

that from their point of view, the problem with loan payment
 

is not interest rates, but cash-flows. If finance terms can
 
be altered to make repayment schedules co;;patible with income

generation, the concept of affordability becomes obsolete and
 

should be substituted with a much more realistic concept of
 
"willingness-to-pay" or simply "payability". 

At the macro level, informal housing must be seen as one of the 
healthy signs of economic development in general and of the 

urbanisation process in particular.
 

In Sessional Paper No. 1 of 1986 on "Economic Management for
 

Renewed Growth" much stress is rightly placed on allocation
 

of available resources to areas with a high yield. This principle
 

is indeed the basis for faster growth. However, yields should
 

not be measured narrowly only in terms of profitability for the
 
individual investor, but, more importantly, also broadly in
 

social welfare terms. Informal housing scores high on both counts.
 

It yields a return to the individual investor which is probably
 

higher than any other investment available to the lower income
 
groups. And because informal housing provides more accommodation
 

at a low price for a given amount of investment, it reaches
 

families further down the income scale, where the need for
 

improoved housing is most pressing. But there are added advanta
ges of channeling more resources into low income occupiers.
 

A comparison will illustrate this point: A realistic alternative
 

to building a modest house is buying a modest family car. The 
two items are similar in cost, status, in providing a degree of 
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-independence, and even in 
the ability to generate some
 
income. But their differences are more important than their
 

similarities in this context.
 

CAR 
 HOUSE
 

Import content 90% + 10% 
-

Capital gains -15% p.a. +15% p.a.
 
Maintenance cost 
 5% p.a. 2% p.a.
 
Fuel consumption 
 Sh. 12000 p.a. 0 p.a.
 
Useful lifespan 10 years 60 years
 
Multiplier effect
 
of investment 
 0.5 
 10
 
Meeting basic needs 
 * * , * * , 
Damage to the enviroment * * * * * * 

The list could go on. Considering these differences there
 
is scope for improvement in the prevailing situation where
 
there is no shortage of finance for cars, but always for houses.
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PLANNING OF INFORMAL HOUSING
 

6.1 Non-Planninq
 

The title of this chapter is somewhat of a misnomer
 
because by definition informal housing come about due
 
to lack of planning. However, the purpose of treating
 

the planning aspects of informal housing in a separate
 
chapter is to explain some of the 
reasons why settlements
 

such as Githurai and Kisauni came into being and why they
 
are still classified as informal.
 

Rather than a prescriptive approach, which might be tempting,
 
it is more appropriate at this stage to analyse the events 

and conditions leading to the present situatJon. In this 
way an understanding may be brought about which will help 
a~oid similar developments in the longer terI, F11 pssibly give 
full official status to present day informal settlements. 

But all informal settlements are not simply un-planned. As
 
the survey has shown, particularly in the case of Githurai,
 

considerable planning efforts are demostrated by the owners
 
of the land, who are also in a sense the developers. And,
 
as discussed later, 
it is due to the NCC's rigid adherance 
to planning by-laws and regulations, which prevents this 
settlement from being approved. In turn , this lack of 

approval prevents the issue of officially recognized title
 
deeds to individual owners and thus bars their 
access to
 

formal sdctor finance.
 

6.2 Demand and supply
 

Urban population in the major urban centres of Nairobi and 
Mombasa is growing at the rate of 7k%to 8% per annum. 
In
 
slum areas of Nathare Valley, Korogocho, Mukuru and Kaiyaba
 
within Nairobi, the growth is much higher and could average
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.over 10% per annum. The increase is both from natural.
 

growth as well as high rural/urban migration. The Development
 

Plan 1979 - 1983 as well as the Development Plan of 1983 
1988 estimates that the national housing requirement for Kenya
 

iu some 290,000 units over the next five years which includes
 

a current shortfall of 140,000 units together with a determined
 
need for 30,000 houses per annum to cater for the expected
 

increase in households in the year 1983 - 1990. In addition,
 
there would be need to construct another 125,000 - 130,000
 

houses to help renew old houses which are beyond repair. These
 
figures can only have academic interest if the money to produce
 
these houses is not available. And even so, there must be an
 

effective demand for these houses, otherwise it would not make 
economic sense to build them. Instead, it makes sense both 

in planning and economic terms to see what is actually being
 

built and where. 

To'e 1983.hiuing Survcy foun that ca.600 unapproved houses are erected 
and occupied every week in the urban areas of Yenya. Fcur 
times this number are erected and occupied in the rural areas
 

week by week. This means that in urban areas, a total of
 
25,000 houses are erected illegally every year. Adding another
 

75,000 per year in rural areas would mean that Kenya's housing
 
need is being met! This would also explain the fact that
 

occupancy rates are fairly stable in spite of a growing
 

population. However, under existing building legislation in
 

Kenya, buildings erected without approval under the Town
 

Planning Ordinance of 1931, the Land Planning Act of 1968, the
 
Public Health Act of 1972, the Building Code of 1968 (where
 

adapted) and in conformity with any other relevant by-laws are
 

contrary to the law - and are, therefore, illegal. These structure
 

rarely enter official statistics making this a poor data base on
 

which to start planning.
 

There is a blurred line between an illegal building and an
 

unapproved building. Buildings which conform to building codes
 
and other related legal requirements, but whose plans have not
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been 	submitted for approval could be termed unapproved but
 

not necessarily illegal. However, buildings which do not
 

conform to the specifications in the building and planning
 

regulations and those which are built on land which is not
 
zoned for such buildings or on land not owned or leased by
 

the person constructing the building would be classified as
 

"illegal".
 

An understanding of the situation in both Githurai and Kisauni
 

requires an appreciation of the social, economic and political
 
dynamism in operation in a modern day urbz.n setting in Kenya 
the forces for change in a spatial sense as well as in attitudes
 

of mind. Indeed, it is the latter which becomes t1,e target
 

of those who want to see improvement and de\elooment in urban 

'low-cost housing areas. We have seen that the people involved, 
are ahead of the official planning machinery. The officials 

tend to follow rather than lead and intervene only as things 
are seen to get out of hand.
 

6.3 	 Consty'iints
 

This 	 study has noted the widening gap between housing demand 
and supply. Neither Central Government and Local Authoritics
 
are able to supply all the houses demanded. The private sector
 

is therefore trying to fill this gap in the housing supply in 
all kinds of ways, often in spite of efforts to stop it. 

The enabling role of the public sector in providing housing
 

is constrained by three main factors, namely:

(a) 	 Lack of adequate finances allocated for housing and
 

the low priority still accorded to housing in the national
 

budget.
 

(b) 	 Inadequacy of serviced land with basic services such
 

as water, reads, sewers and street lighting.
 
(c) 	 Slow machinery in decision making and, therefore,
 

bureaucratic inertia and administrative bottlenecks.
 

This 	is a major underlying factor because even where
 

funds 	could be available from, say, the World Bank or the
 

AID, 	the rate of disbursement is slowed down because of
 

indecision and incoherent planning, programming and
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implementation schedules.
 

From the surveys carried out both in Githurai and Kisauni,
 
some common denominators appear to prevail in both places and
 
also when comparing residents of each one of the areas with
 
others in the same settlement. In both places, people are
 
providing themselves with cheap accomodation without much
 

help from the Central Government or respective Local Authorities.
 
The houses put up are in general resonance w.ith the incomes of
 
those who dwell in these areas. Besides, these houses provide
 

security to those who build them as they provide shelter to 

families who would have been forced to live in'worse areas than
 
where they now are. In addition, the continued construction
 
going on in these places either in the wa, of additional housing
 
units or additional reo:s to existing houses provides continued
 
employment to local people. The main constraint here is access
 
to finance, due to la,:; of proper title deeds.
 

It has been argued by planners that the sites selected by these 
informal developers are not necessarily the best sites from the 
point of view of services and accessibility. Our findings were
 
that in both cases these sites had some advantages which explains
 
why they have tended to become centres of population concentration.
 

In the case of Kisauni, the village lies just across Nyali Bridge
 
on the old Malindi road which continues behind Bamburi Cement
 
Factory (a source of employment) and there is good agricultural
 
land adjacent to the village. The constraint is expansion outside
 

the present area. All expansion represents an increase in housing
 

density.
 

In the case of Githurai, the settlement lies astride two major
 
roads, the Thika Road and the Kamiti Road, both well served by
 
passenger vehiL -. matatus, country buses and the 
'.B.S buses.
 

Both settlements have adequacy of water and people who can afford 

it have power connection, both for cooking and lighting.. 
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It is appropriate here to give a more detailed analysis
 

of legal instruments described at the beginning of this
 
Chapter. In this way we can ascertain to what extent Kenya's
 
building and planning legal requirements assist or deter
 

informal housing development and the availability of finance
 
to promote such development.
 

6.4 Leqislation
 

TOWN PLANNING LEGISLATION 

Town planning legislation provides the superstructure of
 
legal requirements witLin the Republic of Kenya in land 
matters and determines broad piirameters under which such 
land could he used both in spatial and tci::-oral ter-s. 

The initial plans for each municipality are preparcd by 
the Phys: al Planning Department within the Minictry of 
Worhs, Housing and Physical Planning. Such plans become 
very important in urban areas where building controls 
and other forms of development controls arc in keepinq wi:jth] 
what is perceived orderliness in urbah living. The powers 

to prepare such plans spring from the Town Planning 
Ordinance of 1931; the Land Planning Act of 1968, Nairobi 
City Council (Building) By-laws, 1984; Mombasa municipal 
Council Building and Sub-division By-laws (1948).
 

LAND LEGISLATION 

The Land Acquisition Act@ Cap. 259, Laws of Kenya and 

Trust Land Act (SS 7 and 13), the Agriculture Act (SS 185 
- 188) and the Registered Land Act (S 30 - G) provide 

the constitutional and legal foundation for the 

Commissioner of sands to acquire private land for a
 

proven public purpose, including low-cost housing and its
 
ancillary services and facilities. The Transfer of
 
Property Act governs all other land transactions between
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private parties and between private and public parties.
 

HOUSING LEGISLATION
 

The Housing Act (Cap. 117) established the National
 

Housing Corporation. The funds from the NHC are
 

usually handled by thc NHC itself but once the houses
 

are constructed, these are handed over to the Local
 

Authorities to administer. There has been a constant
 

wrangle between the N}!C and several Local Authorities
 

for the failure of the latter to collect the money due
 

from tenant purchasers of houses and thus providing capital 

for further housing. The Act gives anybody the right to 

apply for relaxation of by-l aws which may appvar to hinder 

the realization of housing construction goals by the NHC 

in the national interests.
 

THE PUBLIC IEALT:! ACT, C.P. 242 

This Act has over-riding powers over the Local Authorities 

by-laws and where there is a conflict with these, the 

Public Heblth Act prevails.
 

The reason for the paramouncy of the Public IHea)th Act
 
in relation to other instruments of law is the universal
 

concern shown on the health of the public and the need
 

to protect the population from fatal scourges such as
 

epidemics.
 

The Public Health Act is extensive in its detailed
 

specification of requirements in areas such as ventilation
 

of buildings, the size of rooms, height of such rooms,
 

drainage systems and private sewers.
 

Public Health Act requirements appear to pose a major
 

negative effect in any efforts to relax building by-laws
 

and other housing by-laws to facilitate legalizing the
 

type of development in Githurai and Kisauni. Consequent]%,
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several financial institutions are unable to provide
 

loans to the developer in such areas which are considered
 

to be illegal settlements.
 

THE 	 BUILDING CODE 

The 	main instruments for control and approval of building
 

types in Kenyan urban areas lies with:

(a) 	The Local Government (Adaptive By-laws) Building
 

Order of 1968, usually described as Grade 1.By-laws.
 

(b) 	 The Local Government Adaptive By-laws - Grade II
 

Building Order 1968.
 

These two sets of by-laws are adaptive, which Means that 

those Local Authorities which require tc have these po.:ers 

have to pa.s ri'!Cva:nt resolutions of their respective 

Councils adapting these by-laws. 

OTHER BUILD: HY-LA'S 

Several Local Authorities, including Nairobi and Mobasa, 
have by-laws relevent to controls of buildings or other 

forms of urban development, e.g. Drainagw and Sewerage 

by-laws and Refuse Receptacles and Refuse Removal by-laws. 

The purpose of promulgating Grade 1I by-laws was to assist
 

Local Authorities cope with numerous mushrooming of
 

illegal developments which were considered to be of such
 

nature that they could be disqualified under Grade I by-laws
 

3et of standards.
 

,IISCELLANEOUS LEGISLATION RELEVANT TO BUILDING CO':STPUCTION 

'ONTROLS 

Phere are other types of legislation which relate to these
 

natters of building construction controls, e.g. the Rent
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Restriction Act (1959), Cap. 296. This Act is
 
meant to protect low-income groups from landlords
 

who may be increasing rents for their premises at 
an
 
undesirable pace. The Street Adaption Act (Cap. 406)
 
regulates the construction and improvement of streets
 

and roads in the Local Authorities.
 

City Commission and Government Involvement
 

As we have seen, the City Co~mmission has built a School
 
in Githurai on an 8-acre piece of land provided by the
 
land-buying company and has also put up a market. 
 Through
 
pressure, the City Commission hac alro installed water 
in the area. The City Commission also empties septic
 

tanks frcm time to tim6.
 

However, the City's PlanniYng Department, mindful of the
 
heavy responsibilities and cost placed on the Planning 
Authority by the Public Health Act (1972) and cther
 
ordinances has so far not approved the sub-divisions of
 
the plots in Githurai. Without such approval, no titles
 
can be issued to the plot owners. It is, therefore, not
 
possible to pledge a title to the land 
as security and
 

borrow money from the formal sector for future housing
 

development.
 

The present BLilding Society Act does not allow societies
 

to lend on other security than a freehold or 
leasehold
 
title. This could change. Banks and Non-bank financial
 

institutions can lend against anything they-choose or
 
even give unsecured loans. However, if there is no clear
 
economic incentive to do so, it will not happen 
no matter
 
how much enabiling legislation and political rethoric is
 
served up. The previous chapter made this point.
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7. 	CONCLUSIONS
 

The 	followinc conclusions are of necessity brief and
 

preliminary at this stage. The emphasis is on housing
 

finance and the prerequisites for obtaining it. Policy
 

implications and remedi0 actions are outside the T.O.R.
 

for this study, however in some cases the conclusions
 

state a problem uncovered during the investigation in such
 

a way that the solutions are implied.
 

1. 	More people live in informal than formal housing, thus
 
statistics on housing stock and production are unreliable
 

at best.
 

2. 	More rooms are added to the informal housing stock every
 

year than to the stock of formal housing, thus many more 

people are settled in this part of the stock. In fact, 
supply of housing is keeping up with population growth 

if all houses are counted. 

3. 	Informality of housing with respect to finance is defined
 

on the basis of:
 

a. title to the land.
 

b. compliance with planning and buildingj reg.ulations.
 

4. 	Conflicts between local planning authorities and -lot owners
 
- whether individually or collectively - in housing
 

development areas are unresolved for years while all
 

housing in such areas remain in the informal sector. This
 
conclusion holds even if the individual housing units
 

comply iith building by-laws.
 

5. 	Having no clear ownership or leasehold title, relegates
 

the house-owners to seek finance outside the formal
 

sector institutions.which are specialised in housing
 

finance on a long-term basis.
 

6. 	Housing finance from institutions other than the ones
 

mentioned above is, on the whole, more expensive and has 

to be repaid sooner (3 - 7 years as opposed to 20 - 25 

years) affecting affordability severely. 
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7. 	The reason for the very large and expanding informal
 

housing sector - in spite of its finance handicap 

is primarily its economic viability.
 

8. 	Although the return on investment in the informal housing
 

sector is as high or higher than any other investment
 
available to middle and lower income people, cash-flow
 
problems in the early years still prevent an even faster
 

rate of development.
 

9. 	The main parameters for economic viability in the lonaer 

term are: 

- Room rents (and rent increases) 

- Land and Services cost 

- Construction costs 

- Finance cost 

- Capital appreciation 

There is an accute awareness of some of these parameters
 

throughout the informal sector.
 

10. 	There are other reasons than economic viability for deciding
 

on investing in a house:
 

- pride in owning a house
 

- urge to own a house in one home-area
 

- desire to live in a certain area
 

also, statements to the effect that:
 

- a house will never loose its value
 

- if you own a house, you can get credit
 

add to the understanding of the motives for investing in
 

a house in spite of early cash-flOW problems.
 

11. 	Credit Unions, relatives, friends and employers are the main
 

sources of finance for informal housing. Credit Unions
 
generally charge 12% p.a. for a loan of 2 - 3 times one's
 
savings balance to be repaid over 3 years. Loans from the
 

other sources mentioned are generally "cheaper" but often
 

smaller.
 



79.
 

12. 	One Formal Sector institution got involved in informal
 

housing finance. Loans were granted at 19% interest
 

p.a. over a maximum of 7 years, for these icans a
 

plot owner's certificate is held as security.
 

13. 	It is typical of informal sector housing finance that
 

affordability is not determined on level of present
 

income, but on the level of income generated from the
 

investment.
 

14. 	Letting of rooms is not confined to informal housing,
 

but in this sector it plays a decisive role in generating
 

the 	 income, which helps give access to finance.. 

15. 	 There is a certain point at which the number of rooms in 

a ihousc will. generate enough inco:,e to meet the monthly 
repaynent in full. The more room :, thie sooner this point 

is reached. Other factors influencing the attainment of 
the 	brcFk-even point in cash flows are: 

- rent increases
 

- interest rate
 

- maturity terms
 

16. At the present cost and rent levels a 10-roomed house in 
Githurai and an 8-roomed house in Kisauni reaches the 

break-even point around the third year. Therefore, owners 

are generally not from the lowest income group, but their 

tenants are, because rents per month range from Sh. 200 -


Sh. 350 per room.
 

17. If normal Building Society terms were obtainable for informal
 

housing (or for additions of rooms to formal housing) the
 

shortfall in early cash-flows could be eliminated. This
 

would obviously have far reaching consequences for
 

affordability among the very poor.
 

' 	 Single room occupancy per family is characteristic of houses
 
in Githurai. In Kisauni the owner's family normally occupy
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- 3 rooms and owner occupation is the rule rather *than 

the exception in Ki.auni, whereas the opposite is the 

case in Githurai. 

19. 	Formal sector housing financial institutions - with one
 

exception - have not become involved in informal housing 

and other loans to low cost housing generally for four 

main reasons: 

- problems with formal title 

- non-compliance with planning and building r-igulations 

- unrealistic affordability criteria 

- low profitability for the institutions 

20. 	 Shortage of funds is often used as an excuse sy i.ormai 
sector institutions to sta out of the above rmentioned len(i* 

The study has established that - particularly in the 
present situation - this is an excuse rather than a genuine 
reason. Instead, the four reasons just given more accurate2y 
explain huir reluctance. M~cst importantly, the cost of 
small and/or more risky loans are not compensating the 

lender sufficiently to make it worthwhile. 

Although it is beyond the scope of this study tc suggest 

prescriptive measures at the formal level in order to 

accommodate the low-income groups (plus the medivm-to 
higher-income groups building in the informal areas), 
several findings should have implications or the formal 
sector institutions, public or private:
 

1. 	Investment in housing carries a high monetary and social
 

return;
 
2. 	Security for housing loans can be anything which the
 

- lender will accept; 

3. 	Housing loans can be repaid in 5--7 years at interest
 

rates of at least 2% p.a. over normal building society
 

)ates;
 
4. 	Loans needed are small (Shs. 100-25U,O00) and for houses
 

with rooms to let.
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The last of these points should have an impact on housing
 

policy - and on aid programmes of the World Bank, USAID,
 

Shelter Afrique etc. - namely that Inw-income families are
 

best served by allowing for at least 3-4 rooms for-rent.
 

Therefore, to think that an upper lim: t of cost per unit
 

shoufld be kept low (e.g. less than Shs. 160,000) is wrong, 

because it defies the very objective of a socially just 

housing policy. The counLcr-ar,ument - that a given sum 

of money builds fewer houses if these houses are more 

expensive - does not hold in the light of a faster repeyment 

made possible by income generated from rooms let, or alternatively
 

by reaching families lower down the income scale. The following
 

example illustrates this point and quantifies the difference
 

it makes to the number of families housed over a given peuiod
 

of time:
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TWO ALTERNATIVE HOUSING INVESTMENTS OF SHS.50 m AT 14% OVER 20 YEARS
 

Alternative 1 Alternative 2
 
2-roomed unit 5-roomed unit
 

Land cost 16,000 1 ,000
 

Infrastructure cost 30,000 30,300
 

Superstructure cost 120,000 180,000
 

Total cost 166,000 226,000
 

Number of houses 301 221
 

Namber of families housed 602 1,105
 

Rent per room per month 400 400
 

Owner's rental income per month 400 1,600
 

Monthly repayment of cost=loan 2,064 2,810
 
Owner's net payment per month 1,664 1,210
 

Owner's required income per

month based on 3 x monthly payment 4,992 3,630
 

Tenant's required income per

month based on 4 x monthly rent 1,600 1,600
 

If both ownerzpay Shs.l,(-64 net
 
per month, number of years to pay 20 12
 

Recycling of capita] repayments during thefirst 12years as in Alt. 2,
 
will very nearly build another 80 larger units, giving the same
 

number of units as in Alt.l,i.e.housing an additional 400 families.
 
Sceptics will still question the justification of"forcing"owners
 
to let rooms in order to make the house affordable. The answer is,
 

that the choice ought to be available to them. Most likely those
 

with a two-roomed house will eventually build an additional 3 rooms
 

and take in tenants in any case. But where will the finance come
 
from ? and what happens to the economies of scale ? not to mention
 
the delays in housi.;g desperately needy families. If, in the very
 

long term, this approach leads to an increase in housing supply re

lative to demand for habitable space, presumably rents will be af
fected the way any housing policy would want it. But should things
 

not turn out quite as well for tenants, it must be remembered that
 
demand for housing isinfluenced very directly by income and income
 
expectations. Some students,of "rents" (notably Strassmann, 1973)
 

state that this demand elasticity in poor countries is around 1.5.
 

An excess supply, therefore, remains a theoritical possibility only.
 



Verification of Hypotheses
 

The 	four hypotheses listed in the introduction were:
 

1. 	 Terms of informal sector housing finance are cenerally
 

more severe than those of the formal market.
 

2. 	 Return on investments in informal housing justifies
 

accepting the more severe terms of finance.
 

3. 	 Actual expenditure on housing is not related3 to the
 

income of a household at the time of seeking finance.
 

4. 	 In the informal housing sector, the conditions fcr
 

obtaining finance are those of the capital market- as
 

opposed to those prevailing in the mortgage market.
 

It is 	 now time to look back and see to what extent they were 

proved or disproved by tl -urvey results. 

re.i 	 There are clearly two kinds of informal sector housing 

finance. One with terms much less severe than in the 

formal sector, namely loans from relatives, friends, 

employers, etc. The other, with terms much more severe, 

represented by Savings and Credit Unions and one Finance 

Company. 

re.2 	 There is no doubt that investments in informal sector
 

housing are so profitable that the more severe terms are
 

"affordab]e". However, the more severe terms are not
 

justified by high risks and widespread defaults.
 

re.3 	 and 4. When a potential investor considers the viability
 

of his project,present income is only entering the
 

equation as a source from which the initial shortfall
 

in cash flows can be covered. If there were finance
 

available for 100% of the cost and the other terms were
 

those 	of the formal sector institutions, then current
 

income could be-nil, provided the size of the house was 

such ( 8 - 10 rozms) that it generated a surplus from the 

start. This is also the way a Finance Company Or a 

Commercial Bank would normally look at affordability, 



84.
 

which ought, therefore, to be called payability and.
 
adopted by the specialised housing finance institutions.
 



APPENDIX I 

REWIE OF PRELEV N LITERATURE 

For 	 the purposes of this study the "iterature search concentrated 

on 	 three main topics: 

- Informal Sector/Low Income Groups 

- Savings and Credit Facilities 

- Housing Finance Concepts and Mechanisms. 

Each of these headings cover a nnibar of more specific topics, vhich
 
deal with the aerall area of concern: Access to affordable housio)g
 

publicatio were
finance. A total of 11 % reviewed. The list could 
have been longer, bA those selected were found to ho the most rel,,ant, 

considering the time and budgetary constra-its. 

1. 	 Kenya Housing Szctor Study (USAID 1979) 

2. 	 Formal and Inforlrn'Financing in Dandora, (for UNCHS by Mazin-ira 

1983)
 

3. 	 Co-on-reative Housing for Vhcrkers in Kenya (for .i-nistry of Co-o;>crative 

DeveloTent and CaMOby Fal 1978) 
4. 	 hNd,-Conventional Financing of Housing for Loa Irjr zc flouse.h'lds
 

(UN 1978)
 
5. 	 Non-Conventional Ap-proaches to Financir.g two low, Cost housinq 

Sche.-mes in Kenya (for UNCUIS by Faculty Cof ,LcChitecture, University 

of Nairoi 1983) 

6. 	 Hou:sing Finance for iY; Income Groups (N.O. Jorgensen 1977) 
7. 	 Housing Finance for Developing Countries (Ja~res Christian 1980) 

8. 	 The Residents of Umoja Housing Estate (Bureau of Educational
 

Research 1978)
 

9. 	 Credit Unions: Mheory and Practice (Jack D b)in 1966) 
10. 	 The Informal Sector in Kenya (IDS Univezsit' of Nairobi 1977) 
11. 	 Aided Self-hti1p Ho sini - its History and Potential (H. Robinson 

for U.S. Depa tient of Housing and Urban Develorment 1986) 

tcme of the publications deal with all of the three topics, ether are 
more specific. To avoid duplication of work the literature selected 

has a clear bias towards studies carried out in Kenya. The review 

/ 

/I 
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of these studies has focused on issues raised but not adequately 

answered or issues not raised at all. 

The rationale for choosing the three headings listed above is: 

1. Informal Sector/Irp: Incate Grouns -

Studies reviewed under this heading deal with the way individuals, 

families and social groups operate in resaect to housing ther.selves 

outside the s,.sten of formal institutions. In particalar, ha.: they 

generate and spend their incane, ho, they o-o.perate an. ho.. they 

obtain credit and for wat. 

2. Savinas and Credit Facilities -

In further pursuit of housinq finance issues, studies revie,:ed 

under this hcading reveal a wealth of information about economic 

sub-systras oparatiniq in the informal sector. Sci-e of the 

facilities describd are not dirertly relcte3 to houising, but many 

hold that potential. 

3. Hoasinn Finance Concents and Nechsnis:s -

In order to institute remdial action in housing finance and to 

reduce the gap between formal and info.mal svsters, the theory 

and practice of formal sector syst r.s rist be understood. In 

particular, studies of affordability concepts, investnent criteriat 

and cost recovery nethods have been review:ed. 

I. Informal Sectorlxg Incre_ Grouns 

The three most Kenya-specific studies are numbars 2, 5 and 6. All 

of them have considerable field data on income, housino expenditure, 

credit facilities and other socio-era'.onic conditions. 

REF. NO. 2:
 

"Formal and Informal Financing in a Sites and Services Project in 

Kenya (Dandora)" by the .M.azingira Institute for U.CS (Habitat) 
August 1983. 

Dandora is a Nairobi City Coucil sp:Asored site- and - service 
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scheme 11 km east of dovtogn Nairobi. Allocaticl of the firstphase of 100o plots started in 1976 and all 14WO plots have nom:been allocated. 
T~iis 
wr.d Bank financed project was intended as an
owner occupier/self-hclp project, but is 
now primarily a rental
project with the original ,cners being absentee landlords.25% of the mners still live in their houses. 
Ctly 

This fact reflects
the success of the schceme in te.xrof internal rate of return aninvestm--nt, but raises questions oi o'-.ei aF.-CcLs of the ccncept andexecution of this schemae. 
This is the mst recent of the thxae studies. Tts d.ta oricinatesfrom a stratified r-andam survey of only 53 allottees in
phase 1, Dandora, .
who have built more than the miniiniz recg/ired sheltermid 1983. The study has the 

by 

a) 
follm,ig four ohjectivVs:To exa7ine the r2thod of financinm incluled within the norrnol 

project operatim of NCC.b) To identif-0 the additicnal sources of finance both formal project 

c) used by project bxc-eficiaries.To examine the tcnr on whiich the various sources of nai-oanventioaal 
finznce %,ereQivE.i) To assess the effc-tiveness and potential for develoj-at of t.hevarious sources of non-conventiona finance. 

As withi several other studies reviewed this crie has oncentrateddata collection arnd cndocexc -tatim. Precicus little attention isto objective "d" or paidto att:Tpts of identifying nee sources of finance.The result is that nothing is learnt which we did not already kmn..r, orassumed to be the case.
 

7he study reveals that "itV'as sometimes 
fran been hard to distinguish formal
informal and ccnwvnticna. fran non-ccnventional approaches
finance". to housingAs a ccxpracise the otudy ends up using three kdnds of finance:
Foral,.Quasi-Formal and Lnfonal. 
It is 
issue,. :aised are 

into these three categories thedivided: 

Fbrmal Finance
1. There is little use of loans fra 
foM*al institutions, other than 
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frami the sponsor - Nairobi City Council. The lease title is 

retained by N.C.C. disqualifying the benficiaries from a loan 

fram formal ccimercial institutions. 

2. 	 The experience in Dandora has indicated laow-inccae earners'
 

capacity for repaynent of formal loans on reasonable termas.
 
If a roam is sub-let, it can be paid off from rent at 12%
 

interest in 36 months. It is possible that many people will 

not opt for formal loans at these interest rates as lang as 

they have access to interest-free informal loans. At the 
rnmrnt how'ever, this is an ainmo..n, since such formal loans" 

are not readily available to the group in question. 

3. 	 NCC has successfully aLted as a housing loan institutin through 

its Housing Develop-, nt [-7pa -t even thcuyh its capacity for 
collections has not been s=utained at the ve ,y hiC initial level. 

L the long term, hous-,iq finance coul,] form a useful wn-t of the 
nrnicipal finance base, prcr.,idec a$miinistu-ative costs are pnid 

for ot of income. On the other han, the oppor"tunitia for 
political interferences appea- feo,-ar where housing fund.; are 

handled outside the local authority pa-rticularly by welfare and 

church organizations. Ariinistrative costs are there .7hatever 

the organizational base, and collections are likely to be better. 

Quasi-Formal Finance 

1. 	 About 25% of the beneficiaries (13 of 54) were able to borrow 

fran crrplcment related co-operatives, four fram building groups 
and one fram the Welfare Revolving Fund. The amount borrothed 
from these sources was 10% of the total. The epL nt relate1(y 

co-oprati.'es have the bias that one has to be emplriyed to be 

eligille for a loan. Since a significant nmrer of lo,i incone 

groups are either unemployed or self--nplyed in smaill scale 
business activities, they cannot tap these sources. Both the 
Welfare Fund and building groups were local sources of finance 
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neant for residents of Dandora. The former is NCC sponsored,. 

the latter a purely volunitary and private kind of grouns (of 
which there were about 40 at the time' formrd for the piup se of 
s'eedinrl n con-traction by poolin7 rrrcrb2rs' build " n-tnr! loans. 

2. 	 The repa-a it ability of the lowest inccmn groups is handicap-.ed
 
ky their xpo.erty and their need to divert limitc funds to other
 

basic needs such as food. The quasi-fornul,self-help basis of
 
the building grou2ps and the social su.port provide! by ccmrr.--nity
 
develojmnt wu-);cJrs provide the need'-'d flexibility and sensitivity 
to the target groups' nee-2s. (They also irove repayIent prfonrance). 

lnformi. FinLoncc 

1. 	 Informal finance, includin1 loans, savings and gifts, for-. the 
largest input to constructicn in Dandora (72%). This indicates 
a grcat willjj.gneso thje group. to invest whateverof e a.'r-n 

sa\'inCs "re avai]ad~le, th .*a or th'rough info.7,,-al net'ark5, in 

urban housing of an affordable tyjie. 

2. 	 It is likerly that this ty3xe of finamnce will continu to b available 
and it is better syant in legal tliau illegal housing. fle:rver, 
the cost of a pacr"Lnont house of the Danrdora typ: has increased 

beyond the range of many whs could afford it in 1977. 

3. 	 Rent fran rocms provides an irportant and stable source of ncame 
for the ]ower inocne self-crploed Ider-iloedand 	 house 

omners. Amain, it is better collected and rcinvested in a 
legal rather than illegal settinc where exploitaition can nore easily 
take place since people have not legal rights. At the mar-nit a lot 
of informal finance, inzludinq savings, is -- vested in the construz-ticn 

of illegal squatter dwellings with,out planing for services or 
ccm.zity facilities. 

A. 	 Informal finance will continue to play a major role in the provision 

of lo : incorre housing and this shoild be facilitated by suitable 

http:handicap-.ed
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programs combining public investment with formral and informal
 

finance. The Dandora project has d.-xnstrated that an increasing 

role is possible for formal sector f.nance at the lower-middle 

incame level. 

The documentation of sources of finance in Dandora Phase I is 

supplemented by data fron N.C.C. and, on 1-3]ance, gives a fairly good 

picture of how things were do:ne in ..983. However, the reoomrndatials 

at the end of the report are vague ad1 in sere cases uinrealistic. The 

study also has a chapter on building groups which is both well presented 

and challenging.
 

REF:NO.6 

NieLs Jorgensen's thesis on "Hausing Finance for L,: Incae Groups"
 

published in 1976 deals with 820 families in four 10 income areas of
 

Naircli:
 

- Mathare Valley (squatter settlemant)
 

- Kariebanugi (sites-and-services sche7mo)
 

- Bahati (public terraced housing)
 

- Mootela (public blocks of flats). 

The main oontributicn of this 235 page dozament is to establish that 

in a non-subsidised housing mar . t "affordability" ammg laer inome 

families ranges frcn 45% of incane for the poorest down to 151 for 

the better-offs. The average of 25% - 30% traditionally used as a 

rule of thuTb for finance purposes therefore does justice only to a 

small sub-group in the middle. 

The Jorgensen study docuents the extent of income generated frm the 

letting of roans (up to 1O% of regular inccm) and the significance
 

this has for cost recovery. In fact, the issue is raised, whether the 

poorest of fa:7dlies "the no--icame groups" mignt not best be helped if 

allocated a 5-rcxe d house, rat,or thtn just a serviced site! 

Another basic issue is the eooncxmic return on infomal housing. if 



It is low there will be little incentive for the private sector to.
 

invest. Evidence abounds, hoever, that even low incasre groups are 

eager to invest.
 
1. 	The survey of capital-output relationships in this type of housing 

market indicates a very attrative investnent area. This is true for 
public as ell as private hcx/sing, though it materializes anry in the 
private sector. The cost factor in public housing is unquesticnnhly 

higher than in private housing.
 

The outout factor, which is asLraeid to be expressed in the awunt 

households pay for the housing services received, d-,as not jllstify the 
higher cost, even if all thie paid by orcupants in a public houuing 

-unit, %hich is bctween towo and three tin-, s the official rent, were 
collected. The risk factor is difficult to ascertain in sraattcr areas, 
but in th. Karjobangi site-and-service scherze thcre i5 absolute securit. 
of tenure and a lo: default rate. Still ho/a ao2ds pay mDre fcr a rom 
in a simrlar t.ya ',Lousethere than i-npublic housing with a igr 

service level. 

In smratter areas both cost and rents are lo er but returns C- i',c- 

mants are higher (en the order of 70, par anrmni). The risk factor here 
is supposedle.y hig!her but so far there has been only token d:,itic~, n 
of illeoal stru--tures. Instead there are exa-rioles of irLrovc1,nts in 
technical infrastructure paid by the public sector withl icroasinj 

rents paid to the private investors. 

2. 	 In addition to the direct returns, there are considerable capital 

gains on property in all areas, but rostly in the shcnut with the 
best location. This also happons to be the one wit,) the poorest 
housing standards, namely ?Math-e Valley. These gains can cr.\ be 
realized through sales or by refinancing, but as an invest-ent ccr -_nred 
to other alternatives this appcciaticon nIukes it a cmnsiderable 
attractin. The extcralities %-hichxrav accrue to the individual 
household or -o szo-jety as a whole fra-. i rroved housina_ conditi s 
we have not ben able to culatify fras the available data. 

What we cin conclude frcrn this survey in this respect is that the public 
sector culrd generate addtional funds for ne, investrunts by charcjin2 



market prices in public housing estates. Instead, the windfall 

profits from these houses are accruing to the allottees, who are 

not likely to use them for nea housing investments, because these 

are rarely available to them. 

REF. NO 8:
 

"The Residents of Umja Estate" by the "Bureau of Educational Research"
 

University of Nairobi. (1978).
 

This survey of Umoja I was designed to investigate:
 
- are allotttes using their houses for occupation or for incane or for
 

both.
 
- have family inccns changed since allocation and ho.. do incaes of 

allottes and tcnants caLipare. 
- ho..; like the present accc-r,cdaticns %.:hat. theydo residents and can 


recrm,,nd ior futire schemes.
 

The results of tlhe surey reflect the ans..:ers fr-n 335 randamly selected 

fami2ic5; intervic,& in pe°son. Not surprisingly, mzre than half the 

original allottees (055in Febnuuy 1978 only 18 months after allocatin) 

welo absontee landlords or had illegally sold their houses. The average 

ince of tenants wore significantly higher (37t) thzn that of te 

originial allottees. The tvo issues uncovered here are: ,,y are the hoascr 

not occupied for long by those for w crn they were intended, and if those 

who do occupu them have higher inccnes should the houses have been: 

differently designed? 

The assumption is thait a bigger and better house could and would be afforded, 

particularly .'hen it is found that tenants pay 65% more per month in rent 

than the landlord does in rates and loan repayrants. 

This study has nurerras recomx-ndations of physical imnrovents desireW by 

the residenis. it also dorunients that ost o.-ner-occupiers inprove and 
maintain their houses, whiereas tenants do not to near)y the sane extent. 

Althouoh this state of affairs is to be exoected the issue here is to what 

extent and by uhat meaL ovner-ccupicrs iraintain and improve their houses. 

The study does give indications of whiat kinds of i£provemants are ro.)st 

c'rmcly done, but not ho,: long it took and %w:herethe mmoy camo fran. 

Substantial amounnts of funds mast be involved when it is stated that about 

half of the oner-occupicrs had add.ed extra rouns and that the other half 

ti.V
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41tended to do so. The same scenario prevailed in the Dandoya case, only
 

more so,because of the nature of the scheme. The obvious question is: 

Where does the money for this construction cmie fran and on what terms is 

it made abailable. More jjportantly, both the Uroja and Dandora surveys
 

raise an issue which is fundamental to low income housing, namely th1at of 

defining target groups an3, indeed, the whole allocation procedure. If the
 

houses are not occupied by those for whan they were intended, the selection 

procedure rmast have been wrong. If those who ncF,: on houses or plots are 

able to add several nu., rocks without access to aditional formraliscd 

finance then were they not "lo.q incme" to start witi? (did they cc-.t 

on their appl icaticn fonmr? or were the forms inadequate to uncover their 

ecmnomic situation?). Ince, after all, is not the mnly m2aure of a 

faniliy's econcridc situaticn. In fact, it could Ix-absolutely meaningless 
a., r.-pared with infoir~ntion on net assets, access to cred'it, house-hold 

sJi,, total erpo-panditure, et-. 

S:rn recc.nt pu licationr, e.,X-cially no. 2, 3 and 5 cwfiL-m the Dan-.ora 

re,-orit's observations on the irnoortcnce of bu'ilding roDs or cninnity 

participAtien ir ge-nJr, ). If this is Eo then w.hjy are target grp'ps 

define-d only by smre Erbitrary incro cut-off pDint.s instea- of by scnrz 

car an bond which will enhance caID ity oarticicotion rathler tha, liznner" 

it?
 

I. SavinqIs And Credlit Fcj lities 

There are more voltunes ritte about this topic than an the other tvr-. 

Those mst relevant to this study are Ref. Nos. 3, 6, 9 and 11. These 
deal mainly. with the infoniol arranger:Tnts, whereas Ref. I and 7 deal. 

mrnin]y or exclusively v~ith foral housing finance. 

REF. NO. 5 

"Co-operative Housing for 103.' incars3 Workers" 

Report for the Ministry of Co-op Develoimient 

& 'JLU by Foumdation for Co-op Housing 1976. 

It would appear obvious that if cairmunit- participatiam were to be orga

nized, the co-oierative societies woold be the right type of structure 



to build on. This fon of organizaticn can serve equally well for 

those who save for a house and for those who have to borrow for or 
construct their own houses.
 

This study was carried out by possibly the most e,.Tperieiced agency 
in the field of co-aprative housing in developing countries. It 
initially came on the scene in Keijya at a time when the governmernt 
was giving special attenticn to lo,; incas:e housing and co-operatives. 
bMoveovor, the Centra Orcanization of Trade Unicns (COT ) was keen 
to assist its mrlbers utilize the quite considerable funds accu-ulaLing 
in the National Social Security Fund for investment in housing. For 
once COTU and the KFE (Kenya Federation of EFD-ployrers) saw "eye to a 
on the advantages of this idea and all appoared to be convinced that 

housilng cc-op ratives were the right vehicle by which to do i't. 

Trua, housing co-operatives in Kenya had not had a c-l.ricus past, bt 
the reFort points out that this was rrain2, due to lack of long ten fun3ds 
and the absence of a teuhical service organizaticn. 1his latter device 
was to h set up Ls a supirot office on techical, lcgal and financiE.l 
matters portly fundcd by US D and staffed initially with a couple of 
experts on cc-oparati\-e housing. This organization is nw in plate, and 
koa.-n as National Cc-oorative Hasing Union (NACHTU). Unfcrtunately, the 
govern ment has since ther beco:x most reluctant to channel funds fran 
NSSF into housing.
 

It war envisaged at one point that the Co-operative Bnk would play a major 
role as t.io intermediary between NSSF and the Societies. Hovever, the 
Cc-operative Bank does not yet have a luig term lending facility and lacks 
e\xertise in mortgage lending for lo4-incme housing. Instead, the report 
recormends that existing Building Societies, Housing Finance Corporation 
of Kenya and National Housing Corporation can act as financial interme

diaries.
 

The report makeb a recamriendation which is likely to neet with considerable 
resistance axning the ultimate beneficiaries, namely joint onership of 
houses. In order to soften its stand a n this age-old principle the report 

goes on to say.
 



"Since the joint omnership principle in housing co-operatives 
is not yet widely understxd or accepted in Kenya, the short 

tema approach should be flexible and permit, among others, 

housing co-operatives incorporating individual ownership of 

housing units". 

"Recognizing the longer zange advantages of joint CMership which 

safeguards the interests of the target group, facilitates financing, 
and ultimately helps stabilise rents, this form of ownership should 

be the recaimTnded form of organization over the long term. To 
prepare for the introduction of the joint ownership concept, NAC.U, 

the lMinistry of Co-oparative Develoa-xnt, and the Ministry-of 
Housing and Social Services should develop and ca-ry out an 

educational pror-ane for the general public, for the finacial 
institutions ad for the local authorities on the advantaces of 

joint omurship housing co-opxzxatives. \'[nere joint co.ership 

co-oprativcz are organized there must be a means to determine 
the talue of the shee of a depoarting m'&iaa- and a rechaninn to 

finance the resale of the share to an inccming n,-mober. This issu: 
should Leo e.Tposed further, particularly among trade union mo±:ra. 

It would seemn pointless to try to fo--ce the principle of joint 
ownership on people if they don't want it". 

Although thie report clearly advises against subsidies it ca=rcnises when 

it ccmes to individual schenes. 

"Co-operative housing projects should enbrace a sizeable socio

eccnmiic mix and contain large and saller lots for muembers of the 
-ame society earning different wages; and imcorporate camercial 

and social facilities. This type of project could allw for cross
subsidy between higher and lo.'er cost plots, resulting in a slight 

subsidy for the lower inccue families" 

The issue of what constitutes a subsidy and who should be eligible for 

one is still largely unresolved. 
REF. NO. 4: 

"Non-Conventional Financing of Housing for n .-inrf"l,-inryv t,-, 

Lhited Nations 1978". 

/ 

((3
/
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.The report provides information on three aspects of the housing 

finance problem: 
1. 	 how to develop and strengthen innovative, non-conventicnal
 

approaches 
 for financing housing for lcw-incme households 
either through existing conventional institutions or by creating
 

non-conventional institutions;
 

2. 	 ho, to robilize the monetary and non-monetary resources of low

inome groups for the purpose of financing their housing;
 

3. 	 how to channel funds frcm conventional financing s3ystems to non
ocnventianal financing schames and their lou-income housing clients,
 
while minimizing risks to lenders and depositors. 

Disregarding the fact that what is non--cnventional in one coLntry is 
conventional in another, the varioas chapters deal in depth with issues 

such as: 

-	 Af fordability 

- Collateral
 

-	 hMlnirnun and Iz_:im-n size of loans 

- Dc.ci payments 

- Maturity of loans 

This is done by using examples fram around the vrld partly in the form 
of 	short references and partly as extensive case studies. In this 
respect the report adds very little nej to discussian on housing finance. 
Instead it may inspire readers who face problems in organizing a co-operative 
or a savings and credit facility. They may see ha.i these things are done 
elsewhere, which is very useful. In addition extensive examples of 
employ, -s housing loans, building material loans, contractual savings, 
housing co-Dperatives, loan insuarance, etc are given. There is very little 
on the rrucial problems in housing finance: arrears, defaults and 
repossessions. And there is nothing on the sineaua non of increasing 
supply (of funds) nrely: a higher price! This issue will be dealt with 

in 	 the folloa:ing section of this chapter. 

Nevertheless, the report is helpful for amateurs in the field of housing 
finance and as a docanentation of examples of savings and lending 
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bechanisms. In this respect is resembles publication No. 7 Housing
 

Finance for Developing Countries by James W. Christian.
 

REF: NO. 9: 

Credit Unions - Thaory and Practice by Jack Dublin 19( 6 

Althouah this is now 20 years old, it still offers the best overall 

description of hc..i saving.; and credit unions work. By its sheer size 

the movement in Africa alone is very impressive and ncv has an African 
regional support office ACOSC7, based in Nairoti. 

In Kenya the Savings and Credit Unions are strong and widespread. It is 
for this reason they hold pranises in tUie field of lic-.ing finance. These 

unions with their saving and lending terms have always bcn preparcd to 

extend loans to rm=.ers for housi ng. Not large amounts and not for long, 

so that the net results has been less visible in terms of caorplete hous, es, 

let alone hoasing scha.ras. But tie potential is there and marxarbs are 

characteristically fron th~e la.-..r inoame groups. it is therefore of value 

to list two other papars which specifically address this potcntial: 

- Collaboration be-wean Credit Unions and Trade Unions in A.frica (AQJSCA -1978) 

- Soae Basic Issues Affecting the Activities of AmDSCA(ACOSA - -978) 

The guiding principals in these Unions is that rmbars have a carmon bond 

and that they can borrm.' a certain multiple of what they have saved with 
the Union. Normally, there is no other security than the members savings 

and his/her credibility. Loans are applied for and approved by a conittee 
elected by the members. Interest rates are usually 6% and 12% p.a. for 

money saved and borro.;ed, respectively. 

Jack Dublin's book deals with the multitude of difficulties new unions face 

and how to solve than. He also has examples of simple accounting systems 

and manuals, which require only a wdnimirn of education to folly,. As a 

more modest housing finance resource the Credit Unions have ii the past lxeen 

the providea" of the dron-paymant required for a new house or seL ,iced site, 

or for building materials to add an extra room to an existing house. 



The main feature of savings and credit unions in Kenya copared to 

housing co-operatives is that they are better organized and handle 

far bigger anounts of rnoney. They also do not rely on external sources 

of finance and therefore have a higher degree of freedom to decide on 

what to lend for. The opportunities for loan and deposit insura'ce is 

offered through ACOSCA which is also to serve as a lender of last resorc 

to individual unions. 

The relevant question to be ansv:ered in our study is to what extent credit 

unions can assist low incxme families obtain finance for housing. V'hat 

measures on the part of the govermnnt, formal private institution-s and 

developors will help the unicons prcvide this assistance and %..hat"can 

housing co-oporatives learn frm the organization and effectiveness of 

the credit union nomant. 

REP. NO. 5: 

"Non-conventional Apprcachcs to Financing T_.o'Cost Housing Schees in 

Kenya", by the Faculty of Architecture at the Unjvesity of Naircbi )X83, 

tries to &nan2se %fathappeed with two infonral housing projects in 

Nairobi. The Huruma self-help bailding group mad tJe Gikmcr±-i Hos.ing 

Co-oprative.
 

Unfortundtcly the report is very wordy and inprecise in scura crucial arc-as, 

nevertheless it does provide a wealth of data, pictures, drawings (dcsigns) 

and diagranmas, which it tries to relzte to the overall objective of their 

caanissioned study on non-conventional housing finance. The result is that 

in both cases the reader rmast conclude that the non-conventionality of the 

finance arrangements was that they were heavily subsidised. In Huratr, 

loans frcm National Christian Council of Kenya at no interest ever 6 - 7 

years, and in the case of GikarbLa, loans frcm Nairobi City Council at G;% 

interest over 10 years, a grace period of cne year, no security other than 

an allocation card, etc. However, the schemes turned out to be fairly 

conventional, namely decent housing where oaners have increased thieir inca-.e 

signific-ntly through letting of rcqs, and very conventional in that they 

both have major problers with arrears, mainly due -o poor collection 

efforts. 
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III. HOUSING FINANCE CONCEPTS AND I.CIANISMS 

In this category of literature particularly refe-ence no. 1, 

2, 6 and 7 are useful. More is written on mechanis-s than 

m concepts, but having already suggested changes to old 

concepts in the previous two sections of this chapter it is 

inperative that this study deals also with the applied aspects 

of ne concepts. 

REF. NO. 1: 

"The Kenya Housing Sector Study" (USAID 1979) Report by a team 

of cnsuiltants headed by N.C. Jorgensen. 

TIhis study deals with houaing finance only as an?, of many aspects 

of the hnusing situation in }enya in 1979. It revicr.S past develop

ments .j the 1o,., incain sector and suggests changes in presint 

concepts, pDlicies and prog -a ?.In particular it exa:-dnes |::'ojects 

under the US.UD Hinuing iarzmtee }'rc.eme and dri\'es sane lussons 

frm them. With_ reg-rd to concepts th' study questions th'e 

appropriateness of the fo.:mal institut.isal fram 'ork, ,.tich see-s 

inadequate in dealing with small loans for poor families.an spite 

of the fact that both in tems of nunbers and actual neL-d this 

group form by far the majority of cliczts. Kenya's formal sector 

institutions appear to cater to poor pcple's savings needs only. 

Although this effective transfer of funds frcn the poor to the 

rich is not intended, it is nevertheless ve.-y considerable and 

counter-productive for those rost in need of iinproved housing. 

The main reason for this situation, the report points out, is that 

the concept of affordability as applied by formal sector institutions 

is misleading. Based on several inprirical studies there is no such 

thing as a fixed universal reait propaesity, nor does any such 

propensity apply to the same family at all tines. Like.ise, as 

pointed out earlier, wealth, ep,.Tenditure, family size, etc, coant as 

mach as present incmo. But more i:nTji tantly if the house is the 

security for the ivon, why all this fuss over the borrower's inccrn?. 

http:families.an
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Both Christian and Jorgensen (Ref. No. 6 and 7) have descripticns.
 

of the now widely accepted concept of graduated or flexible riortgage
 
loans. The reaction to this concept in developing countries is usually
 
that it is too sophisticated to deal with by both borrow:i. and lenders.
 

However, the practicalities of a graduated mortgage loan is not different
 

fran a normal lease with increasing rents. In fact, rents tend to jU-p 
rather more irregularly than a graduated repaymont schedule, where all 

paymants are knoa from the start. 

If accountants worry about the cctmlicated mathcmtics to calculate, Ft;y 
a progressive annuity, t-hen Jorcensen has alread-ly published set ofa 
tables which can be used as easily as cuip'.',nd interest tables or norral 
arnuity amr-tiatien tzbles. 

par-ticularly inccrae nced3 to be with 
flexible repaynt schedule::. Grace pcricxls, li ioans, inurcrcntal !oons 
and sweat-equity, are scm, of the other mcchanis: n e-xplainej in these 
publications. A quDte fran J.W. Christian nxy be a fitting close to tli.s 

review: -

It is the lo..., grcO!s who accomaodated 

"Bridging tie gap batween the formsl sector and the info.-z l sector, 

Letween the modern and the traditional, between rich and poor, is one 
of the most significant tasks of development. it is also a task theft 

dentands new techniques and new institutional structures, not sirply 

a transfer of the techniques and institutions of the indutriali2ed 

world. Moreover, the develonTicnt of new approaches and the adaptatioei of 

existing ones to bridge these gaps are as much a question of the will
 

to do so as it is a question of the application of one technique or 

another".
 

"Techniques such as those discussed in the preceeding chapters may be
 
adaptable to varicyas country circunstances, but the basis for making 

such adaptations depends very critically on an understanding of the
 
techniques and institutional patterns that exist in the informal sector". 
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ZEVI5M OF "GDERAL FEATURES - OF IhNO.%AL HOUSING"
 

by Samuel Peck of USL Internaticnal. February 1986
 

The review isbased on only 8 studies, of which only 2 relate to 

informal credit markets, - both frarn before, 1980. Cne relates to 

India and the other to West Africa. This very limited base may explain 

why the reviw concludes that "Based on the studies reviewe.-d, informal 

credit markets are not involved in housing". Having cae to this 

rather misleading result the author does express a "feeling" that the 

informal credit markets "couald be active housing finance lendcrs", and 

are therefore worthy of study. 

The long listing of other characteristics of the informal houning 

sector are correct on the .hole. In fact, there are fea surprises in 

this rather over-ceneralised Clescriptiu, of physical, socio-econandc, 

etc. conditions of low inccutc housing. One is bothered by the faft 

that no clear distinctia-, is mnde betvc<.i private and -ublic seftor 

interv'entions, b:xcause they play very different roles in ho..: 

inforal activities carbine to produce and pay fcr housing. This 

distinction between %fiatthe priatc and public sectors do to cv-')hle 

the informal sector to operate is far more irportant than to 

distinguish the difference between the formal and informal sectors. 

Turning to the review of the eccnr.ic aspects of informal housing 

sane very questionable findings are listed, - scar.examples: 

- "relatively little renting or subletting occurs" (pl.6) 

- "most ners of informal buildings with more than one unit live 

in the building" (pg. 6)
 

- references to "black markets" for building materials imply 

illegality (pg. 7) 

- "the informal sector has an advantage (over whom?) through 
traditional credit syst-ms" (pg. 8) 

- "markets (of building materials) are limited due tn low volt_2 of 

outpat" (pg. 8) 

- "without access to formal sources of capital of credit, heavy 

interest paymants on loans are avoided" (pg. 10)
 

http:eccnr.ic
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* 	 "(informal credit markets) have much lower transaction costs, 
because of well kncyn clienteles entailing low information costs" 
(pg. 12)
 

- "the interest rates charged are higher - typically 1%- 3% above
 

formal bank rates" (pg. 15)
 

Apart fram the inconsistencies, there is a certain lack of hands-on 
experience by the author. It 	 is not enough to go through .two very 
diverse studies on the informal credit markets and then extract 
findings Vnich may or may not be consistent in West Africa and India. 
In fact, they may apply only in a particular part of one of those 
countries, e.g. the private, informally oxkarated mobile bank in 
Nigeria, %..1here "the banker typically keeps one deposit par time 
period as his fee, and returns the rest in ome luip sutm at the end 
of the period". We still do not kaoi.; why tlicse Nigerians are 
satisfied with a negative intrceut on their deposit, nor h.: nuch 
they pay to use this mobile hnk. 

The revic.. is useful for the pres.ent study as a check-list of 
questions srme of which could 1s included in the field survpy of 
credit machanisms. 



% P P E. N X T 

INFOPMAL SECTOR HOJSIImG rIiAwiCL STUDY QUESTICMINAIRE 

A. 	 Questions for TE::rN TS 

la 	flow 
long have you lived here, and how long do you expect
 

to stay?
 

b .	 how much do you pay per month, f',r how much? (space, 

services)
 
C has it been the same for a long time
 

d 	 do you expuct increases, how much, when 

e _ how many are there in this household, how many helo 

to pay
 

2a Do you wish to own a houre, If so, would you be able 

to pay riIre than you do now?
 
b - how much fcr this type of house
 
C - how much for anotho:- tyeo 
of hou.. which one, where 
d - what do you think It would cost 

e -	 where would you find the riony to buy 

30 	 If you do not have all thc money, how would you go about 
borrowing the rest? 

b  how much do you need to borrow 
C - what rate of interest and over how mnany years woud you 

have to pay
 
d 	 do you have s&%vinqs, where, at what rate of interest 

4ja 	 Who would build the house for you? 

b - could you do scme yourself
 

C.. could 
you count on other free inputs 

d - do you know of a housing scheme where you would like 

to live
 
e _ 	 what do you know abc,ut it 

- do you own land somewhere 
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5,a Do you sometimes have pioblems with rent payments? 

b - whnL do you do 

C - what does the landlord do if you don't pay on time 

d - have you made any improvements to the room/house 

6.a How many houses does your landlord own In this area? 

7.a 	What services are most urgently required here? 

b - for the area 

C 	 - for the house 



B. 	Questions for OWNER OCCUPIERS 

2.a When was the house built, what did it cost then?
 
b - if in stages, when and for how much
 

C - what would it cost now
 

d - do you plan new extensions
 

2.a flow much money did you have then, and how much money
 

did you borrow for the house?
 

b - from where
 

C -	 on what terms 

d - any problems with the loans, which 

e - how rmuch of your income goes for loan payments 

f - do you receive a housing allowance, how much 

per 	month 

3.a flow would you have preferred to finance your house?
 

b - from w:here, how much
 

C - why was this not possible
 

4.a 	Who did the constru.tion? 

b - how were they paid
 

C - did you do any of the constiuction yourself
 

5.a Do you have any income from the house anC/or shamba? 

b - how much per year/month from each 

C - do you plan to have more income from house or shamba 

d - do you subtract interest on loan from taxable income 

6.a Why did you settle here?
 

b - how much did you pay for the land (size of plot)
 

7. 	 low much do you pay in rates, for w.,ter, electricity, etc. 

8.a 	How much is th2 house worth now?
 

b - when you bought/built it
 

C - last year, next year.
 

9. 	Do you feel at risk by investing in this house?
 

- by-laws, title planning
 

..	 /4
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C. 	 Questions for LENIDERS 

1. 	Do you lend for housing (if not, why, for what
 

reasons)
 

- on what terms: interest, duration, security
 

- to what extent (% of total)
 

2. 	Who are your typical clients for housing loans? 

- income groups 

- location
 

- what kind of houses (rental, owner occupied, 

commercial, etc)
 

3. 	 How much do you lend% of value, total?
 

- how is value determined
 

- what other criteria do you use for lending
 

- do you try to ascertair. incone, how
 

4. 	 What difficult is havb you experienced with loan repaymentr? 

- how do you deal with them 

-
what is the ultimate step. (call guarantee repossession?)
 

- what is the delinquency rate now (going up or down?) 

5. 	 What are your terms for fixed deposits? 

- do you front-load interest on loans.
 

6. 	Where do your deposits come from?
 

7. 	What do you know about your competitors and their
 

lending to housing?
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D. Questions for ArSE1TrEE L'J DIORDS 

Same as for OWNER-OCCUERp.s plus. 

I.a Where do you live?
 

b  do you own ycur place of residence
 

C - low was it financed
 
2-a How do you calculate the return on your investment? 

b - income from rent 

c - expenditure on interest, maintenance 

3 .a IIcw many houses do you ovn
 
b - are they all equally good investments
 

4.a Cases of deliquency - how do you handle them? 

5.a What lessons have your learnt for niext time you build 

a house?
 

5aDo you plan new investments, If so, how would they
 
be financed?
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E. 	Questions for COa.ACTORS
 

1. 	How do you normally handle your contracts? 

- type of agreement, time, payment, labour/material 

- how do you enforce them? 

2. 	 Who supplies the materials for the construction? 

3. 	If you have to supply the materials, do you obtain
 

credit from any suppliers?
 
- if so whom and on what ter;.is
 

4. 	Problems with getting paid?
 

- does the contract have to be renegotiated if payment Is 

delayed
 

5. 	 How do you finance your operations? 

6. 	 Do you Lnow the building by-laws and c,: you build 

according to them here?
 

- who provide- the plans/descjrgs
 

- do building inspectors ever visit here
 

7. 	 How long does it take to complete an average house? 

- does delay have to do with payment
 

- does the o~i-er help in the construction
 

. /7 
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G. 	 Questions for the C1riEF and D.O. 

policy regarding posse5sson of 
1. 	What is Government 

individual land titles in 	this area?
 

Has 	this been easy to implement with companies 
such
 

2. 


as 	 Githurai? 

of 	 such a policy
3. 	To what extent is implementation 

affected by city zoning?
 

area in 
4. 	Has there been any reported violence in this 


connection with enforcement of loan 
repayment'or rent
 

payments?
 

e.g. for commerce etc. does 
5. 	 (a) What loans scheme if any 


ini this area?
Government employ 

on any such loans 
has repayment performance(b) 	 flow goo3 


been?
 

are 	asked for?

(c) 	 What kind of securities 

was 	 to be lent for the purposec of housing in 
6. 	 If mcney 

forrial financial intiitu
a body outside thethis area by 

options regarding securities and guarantees
tions what 

could you suggest? e.g.
 

(1) Plotholder certificate
 
what has past experience been?
 

(ii) Future()e-rent payments 

in this area where friends
 Are 	there many known cases 


or 	relatives advance money for materials 
and labour
 

7. 


for 	construction in return for future 
rent?
 

How 	would they guarantee repayment?
-


Do you know of any local money-lender 
in the village?


8. 


formal or informalfinancial institutions9. 	Are there any 
financing Government 

to you which have assisted inknown 

plans in this area? 

. /9
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H. Questions for Director of Vairobi City Commission
 

Planning Department and Other relevant Authorities 

I. What essential improvements should the developers 

of plots in the area undertake so as to have their 
developments legalized by the N.C.C.?
 

2. What action is Government and the City Commission
 

taking to up-grade info mal housing settlements such
 
as Githurai and Kisa ni?
 

3. 
What is the direct responsibility of your organizati-..
 

(Commissioni, L.ocal Government Ministry etc.) for these 
informal sector settlements?
 

4. 
Would you, for example, consider it your responsibility
 

to develop;
 

a) trunk I:nfastructure? 

b) on-site itifiastructure?
 

5. Does the growth o7 Githurai and ]isauni follow the 
pattern and the ;.rojectionE of population growth and 
settlemcnt growth forecast in Government plans? 

6. Are there some po:ssible finances set aside for future 

direct assistance to private developers in such areas
 

as Githurai and Kisauni?
 



Stirvey Resalts. Survey of tenants, Githurai Table 2.1.
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M -iica.nyango Subur. Matano Ardita Haii Sada IbrahiHannngtm I4Urr Patric L S. 11'yastsli 

Ala 4 months Fay 1986 4 years I year 6 months 5 vears 2 years 2 nrnths 

Alb 2 reoms @ 350/- Shs. 200/-
1 roam 

for 2 rocni s 
sthn. 200/-

1 roan 0 250/- j 4 roons 0 950/- 1 roa0 250/- 1 roa0 
150/-

Ale Since I cawe Since I cae At least for a 'Ince I cane It recently went up Used to be 200/- Since I came 
year 

Aid No NO - lop n, t Don't know Not soon 

Ale 4 p-eple,.1 pays 2 people, 1 pays 5 pLople, 1 pays 3 uccle, I pays 9 people, i pays 2 people, 1 pays 1 person only 

Would like a hous. No olans to build Yes Yes but not in Yes Yes Yes 
A2a in Kisau Kiszuni 

Cl) 
4 A2b No idea-3bot Shs.200,000/- Shs.150,000/- Shs.95,10I/- Don't know Don t know 

cost 

A a l eds to bo1ow Has no mn-ey Has saved 35,000/- r:,cds a loan but Has no land 

11. all cculd borrow 
1Shs.60,00)/-

does 
fran 

not now 
where 

and no money 

o 
ASa No rent pr bLsm Talks to the Land-

lord 
en school beings 

there are prcblear 
Tey Pa.'in 
Lnstalh_.r.ts 

No prdblcsrt Yes but Landlord 
is understanding 

-

Same payment as 
_noaI 

Shs.250/- p.m. Shs. 40/- p__ I Shs.5CO/- p.M. Shs.l,'fl3/- par 
month 

Sxma as now Siz.500/-p.n. 
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Survey Results, Survey of Owner Occupiers, Githurai Table 2.3
 

Nytngo Gichuhl 

Bla &5arted1985 


BiL 	 8rcmas 

shs. 59,00O/-


BIC 

Bid 	 No 


112a 	Sold 2 plots for
Shs. 30,000/-


112b
 

b2c
 

B2d

W~e
 

b2f 	 

-~a 

Bb 	 -

B3c
 

B4a Labour cntract 


B4b 	 findi Shs. 50/-
Laboar - Shs. 15-

Yes 


Bla Yes 


0Sb Shs. 70:/-

ll3c 1o 

a Shareholder 

B Sb Shs. 	5,0o:/-


B7 na.:epays 

B5 	 -

B3b 

B _ 	 _ _ 

Joseph Njenga 


Started 1980 


2 stages 

2 10 roxmed houses 


Shs.200,:OC/- each 


No. 

Sold 10 plotsShs. 83,00/-


No 

Loan of Uhf-.330,C0r/-
@ 12V inttrest 

Don't )kn.4
 

1,-srn and Casuals 

Daily 


No 


Yes from oise 


Shs. 2,2C0/- p.m. 


" 


Shareholder 


Bought 4 shares 

originally 


Shs. 00/- for 


water 


Shs. 390,000/- for 

2 houses
 

No 

J.H. Nganga 


Stsrted 1955 

10 rosxs 

7 rented 


-

No 

Scd I plot
Shs. 25,000/

'No
 

Dirct Labrr 

Daily rates 

Yes 


Shs. 1,430/-


Butchery brings
Shs. WOD/

o 

Shareholder 

SIhs. 10,OO/-

Carpany pays 


s. 175,000/-


NO _ 

BEST A VAILABLE COPY
 

Step_-,n GAtshi
 

Started 1966
 
was Cuil-itn then
 

2 phases
 
Shs. 60,O0/- each
 

No
 

Sold 3 plots
 

-


Contractor
 

Daily 

No
 

Shs. 1,8CO/

-

Rants will go up 

Working for land 

owner 

Shs. 5,O0/
(1cO x 	 IOO) 

CQ~pay pays
 
CP1 	 y 

Ss. 20co0/-


JNo _ 



__ 

Survey 

.X'in M-angi 

1980 


r" 

12S.0ulO (G blochs,4 ti-!ber, 4muum5 


4 rooms - Shs. 
100.000 


.--


Lon zth huse 

or title deed 

as security 

an cver~tee
I e cress 

Yes (rom hosue 


Shs. 1,300/-

Comes from 
iambu 

plots

Sh.4o,00 


Sh---
.00Sits. 

. ,ll, fy 

,Su.-., of Owner Occupiers, Gitllurai 

Joseph llurun., J.D. Karou 
 Hr. . Mrs. tiy.rjo 

1900 
 StartcJ 2979 C'.ncsd 1903 

3 roos ,vc cost i°o p1': Shs. 
Shs.31O00 15.000O d 

,hase Shs.100,000 

Yes 20 rocrn Yes needs "hs. 
 Yes 5 rooms 

120,000 - 150,C-0 

Shs.123,000 
 Dorrowcd .trs. Savings anj
24.000 
 L'n Ss.ro,0,o0 

Len Co-op. 
.Scseyat 121
 

lne 
 Saving Co-Op. 

12% pc;" nnu.lm
 

Yesr [ i n 
dill_______________________.1t1colt 

Inan v A sort o:, %'itllLIgt.lmsf30C,000 12% 

U.I 
-l o 

(O: 30 years 


---- ______ _12t 

Labour cuntr.)ctcj Hiared a ma sor I1ized a niscn 

Yes from horese yes fro piq 
5,1lcn 20r) Per 

Yes f roYon ronoris 

mcnrths. 

Shs.1,2O0/- Non, Sh. 300- 600 

The pirticular 
-

Th prtelasite is con'veniet 
 corroetjcnt 

for schoe-r.' and 
Infrastructure 

I lt5 y5
- plot 50 by 50 1 plot 50 L: s05,700 Ohs. 5,400 

lt' c'r 1'.1,55,y(50 

-


BEST AVAILABLE COPY
 

Tabie 2.3 fI 

Francis H lma I Moses %ganga 

CCrsenced 1977 197 

7 rocms 1St phase rcn- @9 63,0"0/
1 rocs 15phase2n2nd 
phase Shr. 250,000
 

12 roo-s Shs. 
150,0005
 

Does no, rc-r"?r 
 ehs. C.0/.sold 15 plcts
 

S c:.!piets 

J ...ri.AFC
 
2 .r U-.-. !crl 

25 yrah, at 
,..
 ....
 

Ai . crr-.-ttm.2 
fired a renrtc enJ Lb:-r c'Ozi'ast 

oDail%, ratc-5 

Yes 
 Yes
 
frY',f r r N 

Yes. 2t ,, 
 s
 
240 

-

Yes -ill buil'3m rs 
C 

-

I)"sarxw c
company share- and Chair-_s 
holder
 

Shs. 5,420,'-h.54O

x 50)
Hates p.i' try 

It was uorth OhC. Shs. ]S2,Cixs/
250,uuo
 

No
 



Survey Results, Survey of Owner Occupiers, Githurai Table 2.3
 

Jycngo Giciuhi Joseph Njenqa J.K. Nganga Steteyen Git hi 

Bla Started 1985 Startl 1980 StartEd 1985 Started 1966 
______________Iwis 0iirron then 

Blb 8 roars 2 stages • 10 roars 2 phases
Shs. 59,C0CO/- 210 rco.-cd 7 rented She. 0,0/- eachhouses 


BIc - Shs.20,COC/- each -

Bid 	 No No. No No
 

B2a 	 Sold 2 plots for Sold 10 r.lots Sold I plot Sold 3 plots
Shs. 3C,000,/- Sh.s.83,OLO/- Shs. 25,0O/-

B2b 

-B2c 


B2e --	 

~f -No 	 Do 

3a - Loin of Sh-.30O,C0/- 
@ 121 in'-rest
 

BDb - Daft )mow 

B3c
 

B4a 	 Labour contract Kison anj casuals Diract Labour Ccntractor 

B4b 	 Ftndi - SSD. 19/- Daily Daily rates Daily 
Lilnur - Shs. 15/-

Bc 	 Ius to Yes No 

Bsa 	 Yes Yes fran hcrLse Shs. 1,400/- Shs. 1,8OO/

85b 	 Shs. 700/- Shs. 2,200/- p.m. fButchery brings 
Shs. 603O/

--Tc No - NO Rents will go up 
B6a ShAreolder Shareholder Shareholder Working for land 

owner 

Boucfit Shs. 

originally 000 x 1(0)
 

B6b 	 SLs. 5,O)0/- 4 shares l0,OO)/- Shs. S,coo/-

B7 	 C Pany,pys Shs. 100/- for CaCIpO pays C -1Tey pas 

water 

M8a - Shs. 3B$,OOO/- for Shs. 175,cIO/- Shs. 200,030/
2 houses
 

B~b
 

B9 	 N 
 NoO No
 

BESTAVAILABLE COPY
 



Survey "OLs, Suv".':y of 

JUohn h-Angi Joseph ijuqor,-

J1I 19u0 1900 

Bib 14 ro. Oh.hor,
h 


]2 ,.000 (6 blocks, 
4 tim'r, 4tmurumr 

Ic
 
.id 
 4 roo.s - Shs. Yes 20 roecn 

1 3,000 

DJ. 
 " 
 S~
5hs.123,000 


,Society 


02b 
 - lioV. 

2 b 

0 B2€ 


0 s ho 

8"30 Lo.s- ith 1h.ts. Loan ofCf/
or tltl,.deed 3CO,(OqD 121 

4 s c u r i y fo r30 )'e ar c 

inc£tltution 

l er 

:?fvB:aYes from ho-ue Yez fom house 


. .mo 

D~b Shs. 1,300/- Shs.l,200/-


SW -eS 

Kia~bu 

D~b 4 plots
 
; S h ,.4 ,O00 0' 


I D 7 n. ,te r, i 1 . 1 'y 

?nu .
 
b 


36,-------

Owner Occupiers, cit!,urai 

3.D. Kao.u MI. £ Mrs. 14y.93 

SLrtOd 1979 Co~nsCed 1C03397 
I oms love sos 1,. phace 5hs. 
hs.34 ,00U i0UtUOrm2 Sh.d 

phise Shs.100,000 


Yes n-eds Ohs. 
 YUS 5 rooms 

120.000 - 150,000 

Dorrpvel shs. envnand 

24.000 LoinShs.rO,Oo 
from Co-cp.'
 

at 121
 

121 pcr annum 

Yse rrlpa) r.t h 
difficult
 

A nof Sr10 y 

I 

r cJ a scn Ilirtd 

fi~ 

No1c NoJ. esII rxm 

she,20f) per
nth 

one s s 0 0 

£?EComes LroC
 
The p:rtil on v e n en t
s i te s c cnv e n i e n t 


for schools and 

Inf~ratstructure 


p lot 5 D b y S o 1P o t 5 O by r0 

51:s. 5,700 51h9. 5.,400 
- -- _ 

Table 2.3 

rancis H-2..1ima - . 

Cented 1907 

7 roois 1st phuse 
7 oo '., rd * 
15zooms 2r~d 

6 'o,. 

. Phase 

03,0" 

phase .hs. 250,000 

2
 
150,000 Yes 

Does nt roo-te res. &3,O00/
cold 15 plots 

Sold pc*- -

Long term Lc't Le%'a fret, ...
 
o n , 

25 0.'a. bo121. p.;, 

ts 

(0. ,e 

%'¢s 'Yes 

Ye
Sh .S. 2,4 '0 

b. bs N 

s , , g / 

yee-a ll build more
 

C a , :T- ,/

company share- 4:*-1 a wmir rxa'o 
holder 

'4D5,"/
_-- ( S o X ) 

I t a - o rth Sh s . S.'L . l ,aD.A W / -DUUO
 

,ESTA V,,LABLE COPY
 



Survey Results, Survey 	of Owner Occupiers, Kisauni Table 2.4 

All Self 0-ar HI-.Lsi Hassan Oo Josep*, Kiroui Salim B-na 

Bla 	 Started 196') Started 1979 Sta-ted 1984 Startcd 1962 Started 1982 
cxplet.A Dac. '84 CasletEd 1986 not vet carseted 

Bib Shs.150,0o0/- Sm. 13,O00/- Spent 80,COO/- so 2 	 stages Several stages
far
 

BIC 	 See a-r.'e" Shs.O150,00,'- - S-. 20,OM/-


Bld 	 Mini slhop Built in phases Requires 40,COO/- No No
 
water ceiling stexting with 2 to casV1ete
 
and elestricity rocens
 

B2a 	 20,000 & 23,,0 S s.13,Oi)/- Shs.6,O00/- to pay Shs. 20,030/- Shs.5,CCO/- forSts. 4cax,/- for land plCt 

B2b 	 Credit snicn23,0M0 Fron ct-pl:,erfunion Got money filon Was O.1 savings 4'.'redlit 	 assisted byfrien:ds ,fricnn¢.: fron over- az Intance-r 
seas (the Ujlf)

B2c 	 24 rmths 1, SKL.6Y-/- a mnth Informal
 
a month
 

B2d 	 11b NO No 

o2e Half OCnc1hird 

B2f 	 Shs. 300/- No No No: 

B3a 	 Like this Ful] lcan fox ali 
costs 

B3b 
 Dun' t lmaa 

B3c -

JFndiB4a + helpers 	 Brotir-ln-law ndi Ftundi Fund, 

B4b 	 Daily Inforrml 20,000/- so far Daily rates 
 Shs.15,OO/
uptill now 7,000/
more to cci.-le.teB14c 	 No No No NO 

B~a Yes 	 Rent from 2 rocm. flas anctLer house Rent frcwn 5 rcc,.s Has ancther h0-se 
Sh. 360/- of 10 rocrs Shs. 1,5O/- in Kisauni - 6 

rocms @ 250,'- p.m. 

B5b 	 Shs.l,000/- fran - Shs. 225/- p.m. Use for loan repay- Increase rents
4 roars for 9 roass ments 

BSc Yes fras shop and Plans to build Inccre frct trade Will lcrease rents 2 sore houses -1
increased rents another house Kdtiokoni & I 

B6a Born here Born he.re F the area Worts in the arc.i Frs the area 
as a preacher 

86b 	 Shs.8,020/- + Shs. 6,OO/- Shs.2,520/- Shs. 5,O00/S.s. 400/- per Plot size: 53lx37 S 
year
 

p' 	 Sh 50/- Pates Sirs. 
(rates) Water Shs. 150,/- P-r month 

B7 	 N.A. Shs. m. s. p m Ri- 3,/- Rates Shs.50/-

Elec. Shs. 2021/
138. 	Shs. 150,000/- Shs.70,O0)/- Shs.120,020/- Shs. 2C0,C00/- Shs.240,00/-

BIb 	 Shs. 50,03/- Shs.53,00o/-
 -

P F-, A t"'/ ,I LE COPY 

http:cci.-le.te


Survey Results, Surve- of O.,ner Occupiers, Kisauns Trable2.4
 

Ali Seif Cmaris-.di Hns., 0.0o Josp, Kimai Salim LhWAsn 

1933 1979 Started 
w1Aetvd rec. '84 1986 ycrt cr-l~ctad 

Bla 	 Started Start.-d SLArtrd1954 SLirt.,a 1982 1982 
m.VPlt'ad not 

eib Shs.I50,C00/- Ss.13,0007/ 5p-L b3,0001- so 2 stages Svrl sta-)es 
far 

BIC 	 S-1 abMVe ESs.150tXD/- -Sss.12oMaxd--

Bld Mini slarp Wnilt. in phasc F-qasres 40,0)7/- ?;a9± 
water orI1Us trtin.J witn to caOdlete 
"I9 elketrlcity ro'r 

02A 	 20,000 9 23,000 Slns.13,0)7/- shs.6,CZ)7/- to p'j ;z 20,0)/ 1a.5C/- for 
. .40,X±/- fz 1&uA 	 plot 

B~kb 	 Credit unial Frcr r-.lconr Get r=xey frtn W-- iissitt.-i b'y 0)1r.3Vln.55 
23,OC C.-ed-t un-ion f r 1 -4, fric) c..r r 

B~ 	 24 rruUls It rw.,-a . Infon-.1605 t t.± 
a rmut-h 

132d 	tbi N3 NO) 

8h 11 Owaelrd--

B2f 	 !2z. 3W/'- No0 No0 NO 

11a 	 Li thi-, \11ax, for &11 

833±) -	 zct±3 

SUa 	 8idl 4 ktcllor BrVJhor-r.-Im., PFrili ra\ny.U-d 

M aiyIroml20,=)/-	 so fix Da-ilyrates 

910 	 r~I to nrplltr

Si-s. 360/- {of 10 r . S I 	 502- in ys~ mi 4 _______________r,i-s 0 250,/- p*n.. 

65±) Shs.1,0tC/-
4 rom 

frtrn - Shs. 221,/- p.nm. 
for 9 m3%-s 

USe for 
rents 

loon nv; *y- ln.az:ie Icats 

B5C Yes from 2-p~'&-0 Plaa to buiild 1r.os from traA. hill] Lncreas rests' 2 ,c.,i. toots- 3 
increA.se± rents asrux. hcuase c. £1 

b"a Born here D=0 heare Pro, t?,e iira ww. in ixeaar -e. i r xrnac 
85s a prcatarr 

861. 	Sh-s.,C0/- -Si..6,/ Shs.2,C/- Shs.5,0/
Sian. 430/-psrr Plot siwi 53'x37' 
year
 

B7 	 N.A. Shs.35/-p3.m. &is. 50/- p.o. Rates srl.30/- Rates &-a50/
(rates) W-osers-4. 150/- par rrmtl, 

loc.She.50.3/-
Usa 	 Sr".M, Ml7/- Si-a.70,t0i/- Siis. 10,0)/ Shx. 2tflOICC/- StZa.2431ta)7-

Bsb 	 Si-s.50,C00u/- Shs.53,000/- -

180 	 Plus 159 - 1mo 10. Plus 15" 

89 	 NO10 ND ± 

'?"SJI AVA'LA1RLI/ Eny 

http:r.3Vln.55
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Survey Rlcults, Sur-rly or ALscntc-o L.innlcords, Githur2i TaDcll 2.5 
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03. 
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1111 21Mul,,0.0J,0 

On lefrom, Ld'car on Mtb iN.- I .1-e . 
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Survey of 1. suits, Sur vey of Absentee Landlords of Githurai, Tab Ie 2. 

G. Nyongo 

Dla C. the Kiambu side 
of Githurai 

Dlb Yes 

DIc By selling 8 plots 

D2a 

D2b 


D2c 

D3a 2 hoases 


D3b Yes 


D4 

D5 

D6 

J. Njenga 

Nairobi side 

1 
M. Nganga 

Kiambu side 

M. Pilcharia 

Rural area 

Yes 

Sold plots 

Yes 

Sold plots 

Yes 

Borrowed money 

Shs.2,700/-
rent 

fron Rent 

Shs.3,40C/- p.n.. 

2 houses 3 houses 1 hoase 

Yes Yes 

Reports to Chief 

Supervise fundis 

Speak nicely to 
them 

Collect more money 
first 

Be your 
tractor 

an own-

Loan fran A.F.C. 



APPENDIX IV
 

MAP S
 

A. Kisauni 

B. Githurai
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