
ADDIS ABABA UNIVERSITY 

SCHOOL OF GRADUATE STUDIES 

COLLEGE OF DEVELOPMENT STUDIES 

VI"ban Development and Management Center 

Meas uring the A/fort/ability and Quality o/the Integrated 
HO llsing Development Program (IHDP): The Case of Addis Ababa 

A Thesis Submitted to the Addis Ababa Univcl"sity in Partial Fulfillment of the 

Requirement for Degree of Master of Arts in Urban Development and Management. 

Advisor: - Dr. Elias Yitbarek 

By: - Teshome Tefera 



2. 

3. 

ADDIS ABABA UNIVERSITY 

SCHOOL OF GRADUATE STUDIES 

COLLEGE OF DEVELOPMENT STUDIES 

Urban Development and Management Center 

Measuring the Affordability and Quality of the Integrated Housing 
Development Program (IHDP): 

The Case of Addis Ababa 

Teshome Tefera 

Thesis Approval Board Members 

1e>~me--,rl---_-::;:jJ,=-,"""",~",-~_l-i_ 
Program Chairman Signature 

f;L, I;rf. L1 tr8JtJlfr~ 

Major Advisor ignature 

\ 

Examiner 

ItA r/lU 11) 1 

Date 

IVb!jID 
Date 

~'WlO 
Date 

\ 



Acknowlcdgcmcn t 

First and foremost glory be to the Alm ighty God, who gave green li ght for everyth ing to happen 

and stood by my side in my eve ry moment. This research would not have been rea li zed with out 

hi s divine intervent ion . The great sUppOJt from my advisor Dr. Eli as Yitbarek has also been there 

si nce last year and in the realization of this study, and I am very thankful to him for his concern , 

support and ki ndness. 

I am al so thankfu l to my dearest wife, members of my fami ly, fri ends, and a ll involved people fo r· 

their mo ral , financia l and other supports. 

/ l.rl' '/ ~;..-' --..: 
" / ~ 
(/ '.. , ~ L 

I' 
\ 

\ 
\: 
~ 

D3 



TABLE OF CONTENTS 

TOPICS PAGES 

ACKNOWLEDGEMENT ........... I 

LI ST OF TABLES ...................... ... ...... . . .. .. IV 

LIST OF GRAPH S .......... .. .. ..... v 
LI ST OF ABB REV IA TI ONS AND ACRONYMS ... . . . .. Vl 

ABSTRACT .. ... ... ...... . . ....... . . ....... ..... .......... Vll 

CHAPTER J ........ .. ............................................................................................................ 1 

D ESCRIPTION OF THE STUDY AND RESEARCH M ETHODOLOGy ..................... ....... ............ ......... .... I 
1.1. INTRODUCTI ON.......... ...... ........ .... ........................................................................... .. ... . I 

1.2. STATEMENT OF THE PROBLEM ............. ....... ................... .. ........................ ......... ....... ............... 2 
1.3. OBJECTIVES OF THE STUD Y .......... .. .. ...... .... ... ................ .. ......... .. .. ......... _ ................ ............ 5 

1.4. RESEARCH QUESTIONS .................... ........... ......... ..................... .. ........................... .. .... 5 
1.5. DATA SOURCE AND M ETHODOLOGY ................................................... ................ . ........... .... 6 
1.6. SIGNIFICANCE OF TI-IE STUDY ............................. _ ......... _ .......... _ ............ _ .. ......... _ ..... .... ............. 8 
1. 7. SCOPE OF THE STUDY .............................. .......... .......... ......... ............ .... .................... .............. 8 
1.8. LIMITATIONS OFTHE STUDY ........ .... ......... ... ................. ........... .... ............ ...... .............. .. ... 8 
1.9. ORGANIZATION or TI-IE RESEARCH .......... .. ...... .. _ ........... ....... .... ...... .. ..... .......... _ ....... _ .. .. .... .. .. .. .. 9 

CHAPTER 2 ... ............................... .. ...... ..... .... ... ... .. ... ... .... .. ... ..... .. .......... ..... ..... ........ ....... 10 

LITERATU RE REVIEW .................................................. ....... .. ......... ... ........... .. .......... .. ............... ..... 10 
2. I. INTRODUCTION ..... ...... ...... ...... ............. ................ ...... .. ............................. .... .......... ............ 10 
2.2 . POVERTY AN D H OUSING CONDITIONS ...................................... .. ..................................... II 
2.3 . I-IOUSI G FINANCE. ...................................................... ... ..... ........... .................... ................... 13 
2 .3 . 1. Conventional Bank Lendin g and the housin g Sector in Deve loping Co untr ies .. ...... ........ .. 13 
2 .3.2. Micro lending and the Housing Sector ........................................................ ......................... 14 
2.3 .3. Issues beyond Finance and Country Exper iences ................ ............. ....... ............. .. ............. 18 
2.4. GOVERNMENT SUBSIDY AND H OUSING rOR THE POOR ...... ............. .... .. ........ ........ .... ............ . 23 
2.5 . URBAN LAN D T ENURE AND HOUSIN G ................................................................................... 25 
2.6. A r FORDABILITY AND H OUSING raR THE POOR ......................... .... ........................................ 28 
2.7. EX ISTING HOUSING CONDITIONS IN ADDI S ABABA AND PROGRAM DESCRIPTION or TI-IE 
IH DP ....... ............ ............ ....................................... ..................................................................... 34 

2.7.1 . INTRODUCTIO ........ ....................................................... ..... ....... ...... ..... ..... ......... ... .............. 34 

2 .7.2 . PROGRAM TARGETS ...... .... ......... ...... ..... .... ........... .. ....... .. .. ........... .... ..... .. .. ............... 35 
2.7.3. T I-IE AFFORDABILITY STR ATEGIES ............ ....... ... .... ...................... .................. .... _ ................ 39 

CHA PTER 3 ..... ....... ......................................................... ................................ ... ..... .... .. . 45 

MODeL DESCR IPTION AN D V ARIABLE DEFINITION ................................. ............ .. ............... .. .. 45 
3 .1. M ODEL D ESCRiPTION.............. ...... ..................... ... ............ .......... .. ... ................. .. ....... . .. 45 

3 .2 . VARIABLE D EFINITION....... ... ... ..... .... .. ............. .... ..................... ......... ... ...... .. ....... .. .. 50 
3.2 .1 . Dependent Va ri ab le .......... _ .. .. ........ .. ........... .................................. .. ........ ..... ...................... 50 



3.2.2 . Independent va riables ................................ .................. .. . . ................................... . 50 
3.2.3 . Qua lity.. . ............................................. .. .......... .. . . .... 54 

CHAPTER 4 ............................ .... ......... .. ..... ............................ ... ...... ..... .... ............. .... ... .. 56 

RESULTS AND DI SCUSSION ................................ ....... ... ......... . ..... . . ......... .... ... 56 
4. 1. DESCRI PTI VE R ESULTS................... ................................. . .. ......... .. ..... 56 
4.1.1. Description of Factors Havi ng Positive Impacts on Affordability ....... . ... .. ............ 56 
4. 1.2 . Descriptio n of Factors Having Negative Impacts on Affordability ..... .. .................... ......... 58 
4 .1 .3 . Innati on and the Price o f the hous ing un its ................................................... . .. 62 
4 .2 . REGR ESSION RESULT .... ... ... ..... ........................................ .. ................... ...... 64 

5.3. Q UA LITY M EASUREMENT ... .... .................. ..... ........ ... ... ........ ... ....... .. ............ .... . ..... ... 69 

4.3 . 1. Location .... ............................................. .. ... ..... .... ... ...... ..... ........ .... ............ .. .... ........... ... .... . 71 
4.3 .2. Des ign ........ ..... ... ............... ........... .. ................... .............. ......... .. ......... ... .......... ........ ... ...... 73 
4 .3.3. Open Space....................... . ................................................. .. ............. 75 
4.3.4 . Routes, Movements, and the External Environment.......... .. .... . .................... 76 

C1 IA1)TER 5 ..... .. ...... .......... .. ......... .. ... .... .. .... ... ... ... .. .. ... .. .... ....... .. .......... .. ........................ 77 

S UMMARY OF FINDINGS AND R ECOMMENDATIONS. .... .. ... ..... ..... .. ....... .. .. .. . .. ..... ............ 77 

5.1. S UMMARY OF FINDINGS.................. ... ...................... .. ........ .. ............................ . ................. 77 
5.2 . RECOMMENDATI ONS ..... ....... ....... .... .... ......... .... ....................................... . ............ ... ....... 80 
5.2.1. Reco mm endat ions Related to Afford abiliIy: ...... ......... ... .. ............................ ..................... 80 
5.2 .2. Recommendatio ns Rel ated to Qua lity: ...... ... ...... ... ...... ..... ........ .. ....................... .. .... ........... 8 1 

REFERENCES 
APPENDICES 



List of Tables 

Tab les . .. . ...... . . ... . .. ..... ... .. .. . . . . . . . . ...... ........ ...... ..... ...... ...... ...... .. ... .... Pages 

Table I: Quantifiab le Program Targets ....... . . . . . .. . .................... ... .. .. . ... . .. ............. ..... .36 

Table 2: Regional distribution of houses to be constructed by the IHDP 

in the specified years ........ . ... . ............ . ..... . . . ... . ... . ..... . .... . ..... . . . ................. .38 

Tab le 3: Different payment modalities and subsidy schemes 

(in 2003/04) ...... ...... ... .. ... .• .• ..... . ...... ............................... ....•.•.•.•.. .•. . ....... .39 

Table 4: Summa ry of the new payment schemes of the IHDP in Addis Ababa ...... .. ..• ...• ...... .41 

Table 5: Costs ent irely incurred by the government ........ . ... .... .....• .•... .. . .. . .. .. : . ... . .. . ...... .42 

Table 6: Expenditures to be paid by the home owners ............. .... . ... . .. .. . ... .... .... .. .......... .42 

Table 7: Nu mber of the housing units constru cted by the ii-lOP in Addis Ababa ...... . .... . ....... .44 

Ta ble 8: Variab le description . . .. ... .. . . . . ... . . . . .. . . . .... . .. . . . .... . ....... . . . ...... 53 

Table 9: Description of the renting rates ....... ..... . . .. . .. .. .. ..... . . .. .. ..... ..... . .. ........... .... . .. . 58 

Table 10: Description of the Finishing and Related Costs . .. ....... .... .. . . ...... . . ... . ,. .. .. .. . .. . .... 59 

Table I I: Summary of the new payment schemes of the IHDP in Addis Ababa ................... .. 63 

Table 12: Variables in the Equation and the regression result. . . ......... ... ...... . . .. .. . .. . . . .. . . . . . . . 65 

Table 13: Hosmer and Lemeshow Test. .......... . .. ...................... . ...................... . ...... .. 68 

Table 14: Model Summary ...... . .............. . .. .... ........ . ....... . .. ...• . ..... . ........................ 69 

IV 



List of Graphs 

Groph I: Source of Externa l Finance . ..... .. .... ...... .. .................. .. .. .. ............................ 56 

Graph 2: Compari son of relatcd costs with the previous units ...... .... .. .. ............ ... .... .... ..... 60 

Graph 3: Quality oftixtures ...... .. ..... .... ...... . ..... ..... .. ..... ................. ....... ... ... .......... 61 

Graph 4: Measures of Quality for "Abuare" site ................ . .......... .. .. . ......................... 74 

Graph 5: Meas ures of Qua li ty for "Mikililand" site .. ... .. .... .. .. ... .. .... ................. ...... ....... 75 

v 



AESF 

AFF 

ASCI 

CBOs 

CSA 

E.C. 

FORE 

mc 

GTZ 

IIDI'O 

HI-IS 

HQI 

IH DP 

MCS I 

MSEs 

List of Abbreviations and Acronyms 

- Avai lab ility of External Source of Finance 

- Affordability 

- Amhara Saving and Credit Institution 

- Community Based Organizations 

- Central Stati stical Authority 

- Ethi opian Ca lendar 

- Federal Democratic Republic of Ethiopia 

- rinishing and Related Costs 

- German Technica l Cooperation Agency 

- Iious ing Development Progra m OFfice 

- Household size 

- Hous ing Quality Indicators 

- Integrated Housing Development Program 

- Membersh ip in Credit and Saving Institution 

- Micro and Small Sca le Industries 

MorED - Min istry of Finance and Economic Developmellt 

MWUD - Ministry of Works and Urban Development 

NGOs - Non-governmental Organizations 

OR,\AM P - Orficc of Rcvision of the Addis Ababa Master Plan 

PASDEI' - I'lan for Accelera ted and Susta inable Deve lopment to End Poverty 

RS - Renting Stat us 

SNN I' - Southern Nat ions and Nationalities and Peop les reg ion 

SPSS - Software Package fo r Socia l Sc iences 

SV - Household Saving 

SX - Sex 

TOC - Type of Occupation 

UN - United Nations 

V t 



Abstract 

There is on ongoing debole whelher Ihe Iriol being made by Ihe Ethiopian Governmenl lo 

provide housing for Ihe poor Ihrough Ihe program called Ihe JI-IDP ( Ihe Integrated 

Housing Development program) is reaching the target, the urban poor, or nOI. This 

research, hence, tries to shed some light on how the alJordobility ()f these housing units is 

detel'lnined and what fac tors lie behind it. Thus, if i~found in this research fhatthere (Ire 

sOllie socioeconomic foc/ors thai are portly responsible in the determinolion of this 

importanl cuncepl, allordobilily. As per the findings of Ihis research, foclors like the 

llOusellO/d wll'ing, Iype oj' occupalion ()j'lhe household head, availability oj' eXlernal 

SOflrce oj'./illollce, andjinishing and relaled COSIS are found 10 be having the upper hand 

ill delel'lilining alliJrdahilily ()j'lhese housing unils. Hie research also allempls 10 see how 

this Iriolto 11Ioke Ihe hOllsing units ojIordable is a/lecting its quality. Hence, it isjiJund 

11l1It the lour indices oI quality show varying results but they all demonstrate a fall in 

qualilY 10 some exlenl. It is acceplahle Ihat sllch massive inlerventions Ihat aim al 

IJI'Ol'iding hOflsesfar Ihe flrhan poor may nul necessarily fidjill all Ihe measflres oj' qualily 

even {{/ Ihe Elh iopion context. However, as we are building lor the future, at least some 

areas shall be reserved so thai services can be provided when Ihe abililY comes and Ihe 

need arises. But suchforward looking planning mechanisms are sometimes missingfi'om 

pm/ecls ,!'hich 111ay lead inlo p roblems inlhejillflre lillie. 
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Chapter 1 

Descl'iption of the Study and Rescal'ch Methodology 

1.1. Introduction 

The city of Addi s Ababa is characterized by it ~ high rate of unemployment an9 

dominance of the informal sector. To alleviate these and other problems at the national 

level, tri als are made using different intervention mechanisms. The intervention 

mechanisms range from enhancing agricultural productivity in the rural area to triggering 

ckve lopm cnt in the urban areas in the form of subsidizing the manufacturing sector and 

provision o/' housing and infrastructure (PASDEl', 2005) . As per thi s I'ASDEP, more 

than 40% of the urban employment is in the informal sector. There is also a very severe 

incidcncc of unemployment in the Ethiopian urban centers, which is around 29% in the 

city of Addis Ababa. The same source pointed out that the 40% of the Ethiopian urbanites 

live below the poverty line. These figures have highly reduced the per capi ta income of 

the citizens. 

ORAAMP (2002) , also states that around 80% of the dwellers earn a very small income 

whi ch is less than around Birr 970 per month. There i.s a consensus among scholars (hat a 

one dollar Jler day lil11it is used as a threshold to measure of extrel11e poverty. If one uses 

this as a bench l11 ark, a very signilicant portion of the population in our capital city fitlls 

in this category. This portion of the population is the one who thinks about his/her bread, 

let alonc building and/or consol idation ones own home. This resu lted in to (he 

di l'lpici<tt ion oj' homes in all over (he city and aeu(e imbalanec of demand and supply of 

housing in Ihe city. 

I\ccording 10 World Dank (2008) and i\zcb(200G), aboul 80%, o!'lhc houses in Ihe inner 

cit y arc dilap idated and need complete replacement. This further rai ses the gap between 

Ihe dcmand and supply (0 about 387,000 housing units (t hi s includes (he demand for new 

homes plus the replacement of the dilapidated ones). On top of thi s, World Bank(2008) 



pointed out that there is also a growth in demand of new homes by abou t 40,000 each 

I'C'lr in thi s city. The incidence of poverty does not onl y manifest itself in the form of 

housing shortage, bu t also in the form of deteri oration of quality. 

1.2. Statement of the Probl em 

The city of Addi s Ababa, among others, has faced an ac ute shortage ~r houses. This 

problem is accen tuated by the meager income earned by its dwellers that docs not allow 

them build their own houses. As a result, the city administration has launched the grand 

housing program, named as the Integrated Housing Development Program in 2003/2004 . 

According to the proceedings of the conference held in Abuja Nigeria in 2008, the 

Ministry of Works and Urban Development has clenrly pointed the major. object ives_of 

the II-IDI' . Among others, is to enable the poor own homes through a hi ghly subsidized 

program. Or in other wo rds, the government will try to put many measures in place to 

rmkc the housing units affo rdable to these di sadvantaged portions of the society. 

ffowcvc r. there is no consensus among scho lars as to how to define the very term or 

'·aJ"/iJrllability". l ienee, before embarking on the different issues of afTo rdabi lity, let me 

first try to shade some li gh t on its defin itions. In hi s art icle enti tled as "what is Housing 

/\(Tordability : The case of res idual income approach", Stonc (200G) defined arro rdability 

as a concept related to the 

" ... challenge each household/aces in balancing Ihe cosio/each aClua! or 

pOlenlia! housing, on one hand, and ils non- housing expendilures, on Ihe 

a/her hand, wilhinlhe conslrainls o/ils income ". 

[t can be clearl y observed that there are three important concepts raised in the definition. 

These are the housing expenditure, the non-housing expenditures and the income of the 

househol d. Hence, both the internal (income and other non-housing expenditures) ancl 

extcrnal lilctors (housing expencliture) affecting afTordability are included in the 

definit ioll . /\ s a result the writer stressed on the word RES IDUA L [NCOME to express 

afTordabil ity. Thi s is because it is not onl y the price of" the housing unit that ultimately 
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determines weather the housing uni t is affordable or not. But al so, it is the residual 

income of the household that makes the housing unit affordab le. (Residual income is the 

net income left after all consumptions take their shaTes from the total income). The o~her 

imJlo rt ant thing that we need to take note in thi s definition is that th is definition does not 

tel l us anything about the ability of the person to pay for the sCI'vices related to the 

house aller it is constructed or purchased. 

Another shorter definition is also provided by Kamete (200 I). According to Kamete, 

alTordability is defined as the ability to pay for the housing. As will be shown 

subsequentl y, thi s is the defin ition adopted by the Ethiopian Integrated Housing 

Development Program. The important part of thi s definition is that by ability he meant 

the ac tual potential of the person to pay fo r the house and the services associated wi th the 

new home. It is worth while to mention this point because, for the poor, it is, in most 

cases, difficult to pay for the services associated with new houses, not only for the 

housing unit. 

However, there are sizeable proportions of people who argue that, though the program 

has stemmed some of the yawni ng gap between demand and supply of housing, it has not 

reached the targeted g"oups and there is a huge compromise in quality that cou ld have 

been avoided in one way or another with out incurring much extra cost. 

Hence, th is study will try to shade some light on the trial s made so far in making the 

housing units affordable to the poor portion of the society and the way to be pursued in 

the future in order to achieve the intended objecti ves. Along with thi s, the researcher will 

al so use hi s utmost effort to investigate the compromises made in the quality of the 

housing units and the way this can be improved with out raising the cost of the units. 

Accorci ing to the British Homes and Community Agency standard called HQI-Version 2 

(2000), the quality ora housing unit can be measured using the following ten indicators. 
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These are: 

I . Location 

2. Site - visual impact, layout and landscaping 

3. Site - open space 

4. Si te - routes and movement 

5. Uni t - size 

6. Unit - layout 

7. Unit - noise control, light quality, services and adaptability 

8. Unit - accessibility within the unit 

9. Unit - sustainability 

10. Building for Life (Durability and Feedback) 

The same document continues outlining that these measures of quality can be categorized 

in to three main parameters; namely: 

• Location; 

• Design; 

• External Environment. 

;\s the outputs of the !HOP are meant for the poor and the middle income people, one can 

not normally expect them to fulfill the standards set by western institutions. Hence, a trial 

is madc to customize these measures, set by the British, to the Ethiop ian standards and 

only somc ofth cm, with major modifications, are used in the quality measurement. 
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1.3. Objectives of the Study 

The main objective of the study is to measure affordability and quality of the outputs of 

the Integrated Housing Development Program. The researcher, on top of investigating 

this, also specifically tries to shed some light on the following. The specific objectives of 

the study are: 

u. to identify the factors that affect affordability. 

b. to investigate the sources of finance for the payments made to own the housing 

units produced by the IHDP. 

c. to assess the how the money the home owners mobili ze from renting their new 

home to tenants is affecting their lives. 

d. to measure the new related costs added on the household expenditure and 

finishing costs of the housing units provided by the program and its impact on 

affordability. 

e. to asses the quality after the units are transferred to the owners. 

f. And finally, to outline other difficulties faced by the owners along with some 

possible recommendations. 

1.4. Research Questions 

;\s the objective of the housing project is to meet the needs oJ'the poor portions of the 

soc iety, it wo uld be worthwhile if one asks the subsequent questions. Hence, the research 

tries to answcr these questions to draw a facts the can be important inputs to the academia 

and the policy makers pointing the way as to how to go about it in the future. The 

qucstions are: 

• What are the factors that determine afTordability? And 

• How is the need to make the houses affordable compromising quality? 
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1.5. Data Source and Methodology 

The study makes use of the usual two sources of data; namely, the primary and secondary 

data. To this end, the researcher collects a primary data from the residents of two selected 

condominium housing sites, and another purposively selected dilapidated neighborhood. 

The researcher fi rst intentionally divided the sub-cities in the metropolis into two, inner 

and expansion area sub-cities. Then, two sub-cities, one from the periphery (GuleIe SlIb­

city) and the other from the inner city (Arada Sub-city), are selected and a site from each 

sub-city is se lec ted using simple random sampling technique. Accord ingly; the "Abuare 

site" Ii-om Amda, and, "the Mikililand site", from Gulele are selected following the 

aforementioned procedure. The first one, which is composed of only four buildings, is 

placed inside an already built up area and a dilapidated neighborhood which dominates 

the condominium building; while the second site is the one that has many buildings and 

scems to lwve a dom inant impact on the area. This, according to the researcher, has an 

impact on the qual ity of the housing uni ts, which is of great importance to the 

investigator as onc orthe major objectives of the study is to measure quality of the units. 

On top of this, as the main intent of the research is also to see the determinants of 

af[ordability, a trial is made to get data from the residents that li ve around the "Abuare" 

condominium site that are selected on a systematic random sampling basis, where every­

fi /'th household is interviewed. This area is purposively selected because it represents one 

of the most dilapidated and old houses in the city. And, the same questionnaire is 

"dlllinisicred to these groups of people. In additi on, an extensive personal observation is 

also be made to assess the quality of housing units of the lI-IDP, and as there are many 

buildings ill the selec ted sites, and since the researcher C,l11 not get the exhaustive li st of 

hOllseholds, a systematic random sampling method is employed to choose the households 

from whieh the data is co llected, und then, an Amharic version questionnaire is 

administereci to the owners of these houses [or a better understandi ng. Finally, 

information obtained from key informants is also used to come up with the intended 

resul ts. 
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On top of thi s, relevant secondary sources are also consultcd. Particu larly, data and 

litcraturcs from thc Addis Ababa Housing Agency, Minist ry of Works and Urban 

Development,ORAAMP, GTZ, World Bank, and the academ ia will be extensively used. 

To analyze thcse data, both econometric and descriptive methods are employed. And 

hcnce, a software package called SPSS 15 is partly used for the analyses. Apart from thi s, 

a qual itative description is al so made for non-measurable traits, particularly for those 

related wi th qual ity. 

It is very obvious that the measurement of quality.is a qualitative mailer.. However~ 1) 

so fiware developed by the British Homes and Community Agency (2000) has the 

capac ity to trans form the qualitative descriptions in to quantitative figures that presents 

lhe find ings in graphi ca l form. It is, therefo re, thi s program that is used to measure the 

quality of lhc housing units in thi s study. As described in the statement of the problem, 

the Briti sh Homes and Comm unities Agency uses ten ind ica tors as measures of quality. 

HOIVever, as many of these indices are meant for fancy and luxurious homes, thi s study 

ulili zes only four ( I. location, 2. design, 3. Public and shared open space, security and 

chi ldren's play, and 4. Routes, Movements and the External Environmen t) that are 

cons idered to be basic, and has also custom ized them to lhe Ethiopian contex t by utili zi ng 

some of the standards set by governmental offices. Some of the Ethiopian standards used 

as a yardstick in the measurement of quality are taken from a document named as Norms, 

Standards and Guidelines of the Addis Ababa Structural Plan and its Components 

prepared by the ORAAMP (2002). 

/\ s descri bed previously, an ceonollletric model is used to identify some of the factors 

thaI delennine aJ"J(mlability of the hous ing units. To thi s end, a binary logistic moue l is 

utilized so lhat lhe effec t of some relevant variables on afTordab il ity is investigated. The 

researcher dec ided to usc this model because the dependent variable is a categorical 

(dichotomolls) var iable whereby the respondent is either ab le to afford the housing units 

or unable tll do this. 

7 



1.6 . S ig nificance of the study 

Thi s research, as it focuses on a new and an underway project, I believe, it will be an 

im portant doculllent for the conce rned bodies; particularly for the people invo lved in the 

implcmentation of the proj ect. Though it is to be conducted on a sma ll er scale; i.e, few 

sites, the output will be an important input for the academia too to debate on and propose 

a new andlor improved form of in tervention in the housing sector. The study, I hope, wi ll 

also create curiosity among students so that they wi ll appreciate the problem and helps 

build group of scholars that are aware of the prob lem itself. 

1.7. Scope of the S tudy 

Thi s stud y is cond ucted only on two condominium sites, the "Abuare" and the "Gotera" 

sites . The locus of which will be to investi gate the afTordability and its impact on quality. 

Howevcr, though the focus of the study is on these two sites, thi s does not mean that we 

cannot say anything about the rest of the sites . As the data will be of great quality, we can 

safely infe r the facts drawn from the study to the other sites. 

1.8. Lilllitation s of the study 

The researcher has a strong belief that the si tes se lected do provide relevant data on the 

vari ables. Nevertheless, it is obvious that the output would have been best if it could be 

scaled up and covers as many sites as possible. On the other hand, the limit in fi nancial 

resource is also critical. In addition, as usual, the researcher is afraid that the respondents 

may not accurate ly state thei r personal saving, wEich is an important variable tlfa! 

dete rm incs atTordabi lity. But, the researcher uses his utmost elTort to avoid this problem 

and cOllle up wi th a good data that avoids a "Garbage-In-Garbage-Out" scenario . 
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1.9. Organ ization ofthc'rcscarch 

This rcscarch has fi vc main parts. The first chapter is the introductory section which 

gives an overview of the research . This part includes the subtopics li ke statement of the 

problem, objecti ve, methodo logy, scope and rationale of the stud y. The second chapter 

deals with the review of literatures of relevant topi cs. This chapter al so presents of the 

existing housing conditions in Add is Ababa and program description of the IHDP. 

Chapter three is about the description of the model to be used in the fourth chapter and 

the al l the var iables used in the research are defined in thi s part. The fourth chapt~r of 

presents the major findings of the research along with the analysis. And finally, the fifth 

chapter contains summary of find ings and recommendations. 
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Chapter 2._ 

Literature Review 

2. I. Introd uctio n 

"Apart pam inadequate conditions and an absence 0/ enough construction 
materials and basic amenities, a large portion 0/ the urban housing units in the 
cOllntry [Ethiopia} are in de;pair /or various reasons, including extremely low 
household incomes and property rents. " 

(UN-HABITAT, 2007) 

Il is using such negative and pejorative words that many literatures describe the housing 
condi tion both in Ethiopia and in the capital, Addis Ababa. "Dilapidated, sub-standard, 
cancerous, aged" and other words are also common in the description of housing in 
Ethiopia .. 

Though contentious, there is a belief that urban centers are the engines of growth. They 
are cons idered to be the most dynamic organs of a nation where frequent changes are 
apparent. That is why it is comlllun developing countries see migrants from rural areas 
continuoll sly flock ing to the nearest and sometimes the farthest urban centers, hoping that 
thi s dynamism brings them a positive change in their lives. Kess ides(2006) described this 
mi gra ti on as one of thc reasons as to why urban centers face an unprecedented growth, 
which is even larger than the nationa l population growth. The other reasons raised by th is 
author as factors behind the surge in population growth in cities and towns are the natural 
growth and the redefi nition of boundaries. The three fo rces are therefore to be blamed for 
the rise in population which in most developing countries has gone beyond the 
accommodating capacity of the resource base. One of the manifestations of thi s 
imbalance between the rise in the number of population and the necessities occurs in the 
form of deteriorating housing conditions both in terilis of inability to suppl y what is 
nceded and dilap idation of the existing ones. 
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2.2. Poverty and Housing Conditions 

According to Kess ides (2006) the rate of growth of the urban population in the Sub- . 
Saharan African countries, is as high as 5 percent, iillplying that the popuiation has tl1e 
capac ity to double itself in only 15 years. Almost equivalent figures are reported by the 
CSA, as cited in MOFED (2004) as to how the urban population is growing in Ethiopia . 
The document produced by this office shows that the urban population in Ethiopia is 
growing at about 4.3 percent .per annum and more than 16 percent of the population is 
currently living in the urban centers. 

Some writers like Kessides(2006), argue that it is very incorrect to think that the Afi"i can 
urbanization is the one that is taking place with out economic growth. Nevertheless, it is 
worth mentioning that the growth is not capable of raising the per capita income of the 
population and overcome poverty in a sustainable way. The reasons given by thi s writer 
for the prevalence of poverty in the African urban centers are traditional ways of 
production, absence of competition, dominance of the informal sector, absence of skill 
and lack of capital endowment. 

The report of the UN-HABIT A T(2005), on financing the urban shelter, also adopted the 
same position as Kessedes rega rding the paces of growth in populatio n and the economy. 
This report acknowledges that the population growth rate has overtaken the rate in 
economic growth in many developing countries. Thi s, as the repo rt says, is why more 
than I billion of the worlels' urban population li ves in sl ums anel continues posing a 
serious pressure on the housing demand all over the developing world. 

It is very elebatable to claim that poverty is the result of poor housing or the other way 
rounel. The UN-HABITAT (2005), however, took the position that poverty is caused by 
the lack of housing anel infrastructures. This lack of bas ic needs constrains the growth of 
enterprises in sll ch a way that their struggle, rather than focus ing on competition and 
product improvement, will foclls on the self-provision of infrastrllctures. It is very 
obvious that such stri ve wi ll also constrain the abi lity to create employment that will 

II 



ftll,ther pu t strain on the well being of the population, The report cited a study undertaken 

in Nigeria, where 35 percent of the assets owned by enterpri ses mostly goes to provision 

of infrastructure by oneself. And it is due to this that poverty is intergenerational and 

perpetuates itself in slum dominated poor neighborhoods. 

There is a second camp scholars that argues the othel' way round. For instance, Abraham 

(2007) in his article reiterated the forward causal linkage between poverty and housing 

depri vation. As to hi m, the prevalence of poverty is to be blamed for slum dwelling in the 

city of Addis Ababa. He mainly mentioned the financial aspect of the linkage between 

poverty and hous ing. Peopl e, as to thi s writer, live in slums because of their poverty 

which manifests itse lf in different form s, among which are unava ilability of saving that 

that can be used for hous ing construct ion and inaccessibility of loan that can be used for 

the same purpose. This argument resembles the one rai sed in Gi lbert and Googler(l992). 

Lewis, as cited in Gilbert and Googler(1992), stressed on what is called the "cul ture of 

poverty". By this phrase they tried to show the relationship between poverty and housing 

conditions. Gilbert showed that the relationship is vicious rather than causal or 

unidirectional. This vicious relation between the living conditions and poverty IS 

expressed by a five worded definition as to why people are poor. The definition says 

"pcople are poor because they are poor". Thi s shows -how circular the isslle is. To what ­

ever direction the line of the argument flows, it is ve ry evident from these three 

arguillents th'lt there is a close relation between poverty and housing. 

This filct is strengthened by the figure mentioned in Oj~AAMP(2002) stati ng that about 

80 percent of the dwel lers in the eity of Addis Ababa ea rn a very low ineome of less than 

13irr 970 per 1110nth. Azeb(2007), al so po in ted out that abo ut the same percentage of the 

city's housing stocks are dilapida ted and cal l for a complete rcplacement. These figures 

clearly tcl lus how poverty and hous ing conditions arc co rrelated. 
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2.3 . lIollsing Fin ance 

2.:1. 1. Conventional Bank Lending and the hous ing Sedor in Developing Countries 

Our 1V0rid has witnessed varying forms of financing the shelter of the urban poor. 

According to Davis (2006) there are three conventional broader class ifications of housing 

finance. These are financing through the conventional bank lending, microfinance, and 

government subsidy. The first method, the conventional lending method, caters the need s . 

of the middle and the upper classes of the community, It works only in places where there 

is enough supply of money for the mortgage market. In poorer nation, where the rate of 

s~ l \'i !1g in lh~ economy is mengel' and th ere is a shortage of capi tal as a result, relying on 

these banks to render efficient services for poor is unthinkable and it is difficult to expect 

mortgage lending from these banks per se. Banks usual ly loose the interest of lending to 

the urban poor for housing because of the va rying ri sks associated with it. The ri sks are 

the instability of thc income ea rned by the poor that put the regular repayment under 

qucstion. The second reason for the lack of interest from the banks side in financing 

housing in dcveloping countri es is because of the competing loan demands in the f~l ce of 

financial shortage. Short term commercial lending seems to be less ri sky and banks tend 

to go for it than lending to the relatively long term housing loans. 

Other supra national institutions sta rted to reali ze the failure in the convent ional bank 

lending onl y in rcccnt years. UN- HABITAT (2005)c lcarly indicated that it is onl y aftcr 

the 1970s and 1980s that the world started to reali ze that the conventional housing 

finance or the mortgage financing failed to respond to the needs of the urban poor. Then, 

writcrs and pract iti oners started to forward alterna ti vc ways of financing housing for 

thcse people. the urban poor. The poor are initially excluded from the conventional ways 

because of the reason that the poor: 

ha ve no regular source of income 

make the ins titution ineur huge transaction cos t as the loans are small and 

di spersed 

are bel ieved to be not creditworthy, and etc. 
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I.i kc many developing countries, the act of conventional bank lending for housing is very 

uncomlllon in ethiopia too. It is onl y the construct ion and Business Bank of Ethiopia, that 

has a relnti ve ly better track of record in ex tending housi ng loan. This bank caters the 

needs of the sal aried people having a regular income. It lends fo r a medium term of about 

10 to 20 yea rs. Davis(2006)mentioncd that other com illercial banks in Cthiopia arc less 

interested in in Iinanc ing shelter. She mentions the tri als made by the Wagagen Bank in 

its effort to provide a short term housing loan to borrowers in cities like Mekelle, where a 

loan of 10 to 20 thousand birr were being extended for Jinishing works. llowever a close 

scru tiny of such programs shows that the are not still servi ng the needs of the urban poor. 

This is clearly seen from the title of the loan itself, " ... for fin ishing works". 

Davis (200G) noted that the initial intention of the establi shment of the present 

Construc tion and Busi ness Bank of Eth iop ia, formerl y ca ll ed the Mortgage Bank, was to 

provide loans directed to housi ng. However, evidences show that, though it was 

cs t<tblished Il)r the afo rementioned reason, the loan record of the bank reveals that it 

fnvors short tcrm com mercial loans or else lending for real cs tates. It s housing loan 

perforrmlllce is so low that only 40% goes jar the same purpose. The bank, which was 

ex tendi ng housing loans to sa laried people in the former ti mes, has now scraped the 

program and even the sa laried people are not able to access the housing loans. Although 

the usual reason of tilting to the commercial lending is partly to blame for thi s, there are 

people like Davis, who argue that the inflation has played its role in excluding these 

people from using the loan. 

2.3 .2. M icrol ending and the Housing Sector 

Microli nancia l institut ions are the other sources of housing jinance. The lending rates of 

these mi crolinancial insti tutions for housi ng are so high that, in some cases, the rates 

excel the banks' by more than 10 percentage points. The rcason behind the emergence of 

these inst itutions is to bridge the gap created by the fa ilure of the formal fina ncial sector 

in the provision of housing loan to the urban poor. These insti tuti ons, which are growing 

stronger 111 dc\'el oping countri es, arc now becoming promoters of change among the 
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POOl". (Da vis, 2006). The same author continued upholding the ro lc of thesc inst itutions 

:111" the I:lilu rc of the fo rm al fin anc ial scctor by citing success stories in different 

countries. The South /\I·ri can government, according to Davis (2006), fo r instance, has 

tried to stem the housing problems of the poor through thc conventional banki ng system 

for more thnn a decade. However, it is only after a long time that the government reali zed 

that the scheme fail ed to produce homes for the most vulnerable parts of the society, the 

poor. This is why, as quoted in the work of the samc au thor's work, the director of the 

Capclown's I<u yasa Fund sa id "whilc it is attractivc to think that all South Africans 

should be able to enjoy the same kind of housing finance products, the rea lity is that 

South Africa ' s ' two economies' require different housing finance strategies." By ' two 
• 

economies' according to the writer, the director meant the upper and the lower economic 

classes in the society, and hence, there should be a means of tracing down the poor and 

comc up with an in novative scheme that makes- them participants in the honie­

construction or purchase. 

One can cite many other literatures as to how thesc microfinancial institutions are 

changing the li ves and li vi ng conditions of the urban poor. For example, 

Goonyabancha(200 I) favors a saving and loan program as a remedy to the housing 

prob lems in the developing countries. She views the housing problem as not so lely the 

re su lt or linaneial prob lcm. On top of providi ng capital , such savi ng and credit 

arrangements aimed at housing provi sion, ha ve sp ill over effects. The iirst ad van tage is 

that it strengthens the social cohesion among the poor and puts the poor in a position that 

they can have a better negotiation power. Second, it brings about the sense of financial 

prudence that most poor gravely lack. Third, it avoids the sense of dependence and help 

them solve their problems by their own. And fina ll y, it helps the community members get 

acqua inted with each other and helps them know how to re late to themselves to external 

p:lrtics with a bette r financial posit ion. Generall y, saving and loan assoc iat ions are not 

ends by themselves; rather they are means by which societal problems can be tack led. 

Many writers di scussed the advantages of joining hands in the face of competition and 

nego tiatiolls. These days there arc stronger institutions in l1lany field s that are strong and 

IS 
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arc fearcd of ac tions. When they ban products and can bring down the bi gger ones to the 

level that the nego tia tor can no t survive in the ma rkel. Thi" i" the advantage of dea ling-'ll 

association Icvel than one-to-one confrontat ion. Boonyabancha(200 I), described that 

thcre are some saving and credi t insti tutions in Asia that grew stronger and held stronger 

ncgotiating power because they are linked to each other and formed a network. This 

helpcd the new en trants tap the fi nancial potentials of the existing ones and learn some 

ncgotiation skills. It has al so the advantage of accessing external financia l sources as they 

are no morc lame and powerless. It is in such a way that organizati ons can bring abo ut a 

long lasting development. 

Oavis(2006), like i11any writers, is skeptical about the not ion that credit provision alone 

is a remedy fo r the housing problems of the urban poor. Rather, she has a strong belief 

that thi s credit provision has to be accompanied by other pro-poor services. She reiterated 

the ro le of these insti tu tions because of their convenient service to the urban poor 

discussed as follows. Many countries have a good track of record in providing successful 

smaller housing loans through innovative ways like arranging fl ex ible ways of repayment 

that do not requ ire a guaranteed income (like sa laries), using convenient locations and 

timc to make the program altractive to the poor, casicr loan application processes, and 

"tal'ling thcmsc lve" in a way that docs not make thcm incur huge operating cost, having a 

lowering impact on the lending rates. On top of this, encouraging competi ti on among the 

banks, crea ting customer fri endly schcmes and ge tting ass istance li'om the government 

bodics in guaran teeing housing loans is very imperative in strengthening the roles of 

smaller microfi nancial institutions in the provision of housing loans. 

It is clear that the micro lending institutions grew in developing countries because of their 

advantages over the conventional lending. Oavis(2006) further pointed ou t those 

characteri stics that differentiate microlending from the formal bank lending. Among the 

maj or characteri sti cs of microlending are the smallness of the loans hav ing a shorter 

maturity period, a relati vely higher interest rates, the requirement of no co llateral, and the 

provision of tcchnical ass istances to the borrowers on one or al l of the processes in house 

cons truction. I f properl y de li vered, these defin ing characte risti cs of microlending have 
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clear ad va ntages over the conventional bank lending in the eyes of the poor. For instance, 

as the people we are dealing with are poor and are not capable of constructing big and 

fa ncy homes, extend ing such small er loans is of great advantage. It helps them build few . 

rooms first and add the remaining some time in the future. 

The idea o f incremental housing, ra ised In Davis(200G) is also very much distinct in 

Gilbcrt ilild Googler (1992). G il bert, in thi s book, rai sed the concept of progress ive 

housing many times linking it with the ability of the poor in buildi ng new homes. 

According to Turner (1969) as cited in Gilbert and Googler(l992), what the poor need to 

transform their homes to acceptable standard levels, is onl y a secured tenure. Hence, as 

per thi s writer, what matters most to the poor is the security towards their tenure, and if 

thi s is achieved, the poor, as witnessed in many parts of the developi ng world , can 

effective ly build and consolidate their homes. 

On top providing a secured tenure to these poor in the urban. centers of the developing 

world, Davis( 2006) still holds on to the provision of microlending. She further reasoned 

ou t as to why these schemes are advantageous over the banks. As described previously, ­

the ncx ibili ty in the co llatera l requirement is one. As the borrowers are usuall y employed 

in the info rmal sector that can never guarantee an income with a predefined pattern, it 

becomcs ve ry dif'fi cult for the loan assessors to give the green light to the underwriters or 

the lenders. Hence a remedy should be there to make th is urban poor bene fit fro m the 

scheme. The most innovative way of escaping such bottlenecks in micro lend ing is a peer­

monitoring techn ique, whereby the bo rrowers cooperate among themselves in groups and 

monitor each others repayment performance. In cases of default, there will be an 

enorm ous pressure form the assoc iates on the defa ulter, as the subsequent bo rrowers will 

not get the loan. 
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2.3.3. Iss lI es beyond Fi nance and CO llntry Experiences 

A good housing finance is the one that first finds ways of supplying plots of lands to new 

builders or gua rantees security for the already occupied ones. As most of the poor do not 

have the capacity to purchase land , such a system a!lowsthemuse the sn.aller finan~~ 

they secu red fro m whatever source for constructi on purpose. It is bccause of thi s reason 

th at the UN-I-I AB ITAT( 1996), argues that there should be an acti ve role of the 

government in housing for the poor. It further stated that the credit market in developing 

countries is inefficient in providing loans fo r housing. However, thi s document adopted 

the position th at the ro le of the government should onl y be limi ted to the provision of 

credit for housing in ves tment (purely from fi nancial side). It is agai nst subsidy and direct 

intervention as it is fea red of bringi ng an unin tended ou tcome, which mi ght be against the 

objective of the program. The problem of the poor, here, is viewed as be ing the lack of 

credit, not its cost. It is stated that credit is better than subsid y because it avo ids the sense 

of dependency among the poor and makes the poor feel that they own the project. 

It is st ill ev idcnt that the poor in developing countries are not only faced with financial 

and land related prob lems. It is common to Jlnd the ]1oor in developing countri es [acing. 

hurdles in access ing housing and land with a secure tenure. It is because of thi s that, in 

ma ny countries, governments intervene in the housing sector. However, thi s intervention 

from governments is not free from problems. 'Boonyabaneha(200 1) pointed out some of 

the problems that government housing programs face. T he most serious problem the well 

ent renched tradit ion of bureaucracy that hinders the acco mpli shment of jobs on time. 

This opens a wide door for corru ption. On top of thi s many government programs suffer 

(i'om a syndrome called "missi ng the Target". Thought the programs are lamented as 

be ing focused and targeted to the poor, it is becoming increasingly difficult for the poor 

access the hous ing built in their names. The poor mostly loose the battle in accessing 

housing programs which are ini tia ll y meant for them because of the following reasons. 

That is because the poor are mostly isolated, fragmented, and unorgani zed in nature. This 

defining behavior of the poor most ly leads them into exclusion from the decisionl11aking 

18 



process, and this is why the pro-poor policy makers argue that the poor are being asked to 

particip;ttc in a program whieh thcy can not affo rd . On the contrary, they tend to support 

those programs focused on the provision of land with a secured tenure so that the poor 

wi ll have thc freedom to conso lidate their homes through time in a way thatmatehes their 

househo ld income. 

[t is due to the aforementioned reasons that many literatures support loan to subsidy. 

Once the loan is extended to the potential users, there are different ways of improving the 

repayment. The UN-HABIT A T(l996) outlines some of the ways of improving loan 

repayment. [n th is regard, it points out the practical experiences of FONJ-JAPO, a housing 

projec t in the Philippines, which introduced innovative measures that enhance loan 

rcpaymcnt. Thcse measures require the borrower participate in a three month successful 

sav ing period prior to the provision of the loan and it al so ca ll s for the participation of the 

community organi za tion in the repayment programs. The document also li sts some of the 

elements that need to accompany the lending process. Thi s includes maximizing the 

amount of money that the poor receives from the program (introducing other cost 

reduction techniques in the construction process) . Thi s can be achieved through self 

building, sel f prov ision of building materials, and the provision of subsidy on loans (no t 

direct subs idies that can not segregate between the rich and the poor). 

Thc second method is through maximizing other non-financial supports. These measures 

include supports like the collective credit methods and community lending practices that ­

have long-te rm development impacts. For instance, in cases of sickness, finding ways 

through \Vh ich the community takes over the repayment until the borrower gets better is a 

fruitful arrangemen t. The third element that should accompany a housing loan is to look 

ways of nwxim izing the multiplier effects of this loan. l3y multiplier effect, it means to 

help turn the injec ted finance in the community over and over again. This can be 

achieved through encouraging hOllle builders use local knowledge and inputs so that thc 

money changes hands in that cOlllmunity(the money stays in the community) in such a 

wa)' . the community gets the maximum benet-it from tha t money. Such programs can help 
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the cOllllllunity transform the effec t of the housing loan to other socio-economic 

(ivwl"pll1clllcndeavors. (UN-II An ITAT, 1996) 

JV!;lllY mic rofi nancial institutions cater the needs of the di sadvan taged sects of the society, 

the urban poor. As the women make up the major part of this society, they can benefit a 

lot li'om such an arrangement and can help them own home. Davis (2006) labeled the 

Gr,lmeen Bank in Bangladesh, SEWA Bank ill Ind ia, Financ iera Cal pia in EI Sal vador, 

PROA Alto in Bolivia, and the KUYASA FUND in South Africa as microlenders that 

have helped dozens of women own homes in their respecti ve countries. These are, 

therefore, the some of the institutions from which we can learn a lot. Hence, the 

fo llowing part is ' dedicated to descri bing some of the salient features of these institutions · 

li'om which a lesson can be drawn as discussed in Davis (2006). 

PROA Alto - Bol ivia: This insti tution provides a microlending service using a finance 

obta ined li'om la rger fina ncial ins ti tutions. The program was ini tially started in 199 1 by 

using "So lidar ity Group" as collateral against defau lters. Thi s act, which is popularl y, 

called thc grou p-lend ing uses the peer pressure to force the defau lters to repay what they 

borrowcd Il)r ho using. Howcver, thi s scheme did not las t long because of the absence of a 

closc Ic)lIow-up and scrutiny of tbe borrowers' sta tus of cred it worthiness. By learning 

from the hugc loss it incu rrcd from this bad cx pcri cnce, thc insti tution redes igned its 

cred it process whereby a stri ct and stringent lending po licy is fo llowed and the credit 

worthiness of the borrowers is fi rst investigated, which finally led into success. Some of 

thc ex tra measures put in place to improve the repayment are rescheduling the repayment 

time in cases of income fluctuations, reducing the relatively higher interest rate to 13 .5 -

15 pcrcen t per an nu m, assessing the ab ili ty to repay of the borro wer, providing long term 

loans(5 - 10 yea rs), and making it a se lf-sustai ning business with out a significant mark ­

up . 

Financie ra Cal pia - EI Salvador: Calpia was not in itially es tabli shed to provide housing 

I"ans. Nevcrtheless, the re was a huge pressure from thc cli cnts to get larger loans for 
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hOLi sing constrLlct ion and improvement. And as a result thi s instituti on, which maillly 

provides loans to the women, has helped them a lot to OWn homes. 

Grammcn Bank - Ban!2ladesh: This world's most famous financi al institution immersed 

its hands into housing loan in 1984 in response to the needs of the clients. The people 

cligiblc fo r thi s housing loan are those who have participated in the commercial loans and 

have a good tmck of' record in the repayment of the loans. Because of its huge experience 

in wpping the resource from donors, this bank has successfully reduced the lend ing rates 

to ~ percent per annum. This is one of thc smallest Icndi ng riltes in the hi story of' 

microfi'nancial institutions. One of the problems these insti tutions face in their 

pa rti cipation in the provision of housing loan is their inabil ity to reduce the operating 

costs, wh ich has a direct implication on the interest rates. However, look ing around, and 

using the finances from non-governmental organization can help a lot in reducing the 

lending rates to some acceptable levels. As the clients are getting the loans at minimum 

rates, as scen from the Grammen Bank 's experience, the rate of repayment will be high. 

SHV i\ !lank - India: Initially founded by women, th is cooperative bank extended its loan 

services to housing after seven years from its date of establishment. It raises its capital 

from saving of its members (which is compulsory), public investments (like pension 

rLln cls and sa le or shares), and donations. The loans provided by th is institution arc small 

and short term having an interest rate of up to 17 percent. The institution does not require 

collateral ; rather a close attention is given to the previous saving history of' the borrower 

in the bank. One of the unique features of this bank is that it provides a "doorstep 

banking" service, a quality that the formal bank lenders lack, which is believed to have 

made the monitoring process easier. It is due to this, and other extra measures that it 

registered a 93 percent repayment rate. 

l(lIl':IS:J FlInd - Sout h i\fric8: Thi s forll1 of ll1icrolending is a ve ry unusual forll1 of 

fin :lJlcial institu tion in developing countries. It is an institution that provides a loan which 

is purely meant for housing purpose. It is a saving based lending system used along with a 

subsid ized housing program. This program provides a f'amily with a minimum standard 
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housing through a provision of housing which is as high as $ 1540, which has to be repaid 

in a period or up to 30 months with a 40 percent interest rate. If the borrower successfully . 

repays the money, he/she can borrow a second round· of money fo r the expansion (it was 

sta ted thM the initial borrowing has only constructed a minimum standard house that 

needs a further ex pansion). All the loans provided by thi s inst itution focus on low and 

middle incomc pcople, and hence hey do not requ ire co llatera l. To be eligible 1'01' the 

program. the potentia l borrower has to save about one-third of the amount needed prior to 

the loan. Though the loan is provided on ind ividual basis, the saving group and the 

support centers( which organi ze the residents wanting to participate in the People's 

Housing Program) put pressure on the borrower repay the money. I f there is a default, the 

institution delays the loan to be provided to the upcoming' ones on the queue. I-Ience, it is 

up to the pressure groups to force the defaulter repay the money. 

All the schemes discussed previously have lessons to be learnt from, however, the later 

arrangement seems an all-inclusive one and has many lessons to be drawn from. It is a 

very crucial arrangement that our IHDP can learn a liit from. This is because it is one of 

the succcss !,,,1 programs that produced around one milli on houses in allover South 

A fi-iea. Thc forced saving and loan programs are clusely linked to the housing program 

tha i is designed to provide homes to the poor. Hcnce it helps the poor own homes through 

direclly channeli ng their savings to housing fund. 

When one raises the Eth iopian experience in microlending for housing what comes at the 

forefront is the trail s made in the Amhara and Tigray reg ions. The Amhara Saving and 

Credit Instilution(ASCT) extends loans to formally and informall y employed people 

whieh ranges up to Birr 15,000. This practice is common in some arcas in the region. 

(Davis, 2006). As can be seen from the name itself, this institution pursues a forced 

saving scheme before extending the loans. The Dedebit Saving Association, like the 

ASCI, provides variety loans, of which the housing loan is part. These two institutions 

charge inte rest rate of 14 and 15 percents, respectively~ As they both require less of paper­

works than the banks, the operat ing costs are small and the repayment rates are good. 

Thcrc arc also many employee cooperati ves, saving and credit institutions, NGOs, and 
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olher sillal ler institutions thai prov ide loans to home bu ilders in d ilTerent places and 

times. Some of these institutions, particularly the regional Saving and credi t associat ions, 

through ass istances from the regiona l and federal governments, have succeeded in 

transforming themselves to banks. · The introduction of the [HOP is al so among the 

external shocks believed to have an impact on the upsurge of loan demand for hosing . 

2.4. Government S ubs idy llnd Housing fOI" the poor 

Acco rdin g to Oavis(2006), there are people who strongly criticize housing subsid y 

programs for not clearly targeting the beneficiary group, the urban poor. These groups of 

pcople claim th at it is thc middle and hi gh incomc group who arc receiv ing the subs idies 

lor which they are not entitl ed to. I-Ience, to have an effec ti ve subsid y a program should 

devise: 

a targeted subsidy program 

a transparent program that shows the amount of subsidy 

a system having a positive overall impact 

a system wh ich does not stifle the private sector, and 

a system which is simp le to administer and cOJ1tro i 

A cau tion a lso needs to be taken as to what the word finance itself stands for. For some it 

is related to the housing financial outlay only. For others it is also composed of the 

i nCrastructurc cost. I-lousing Finance, according to UN-HABITAT( 1996) is not on ly 

related to the monetary outl ay made for the housing unit. But, it also incl udes the one 

Illeant for the prov ision of infrastructure and services that go along the housing unit. Th is 

is because when a new home is built, there should be a new connection to water supply, 

roads and etc, wh ich necessitates a new money outlay. That is why it is common to 

include the infrastructure and service costs to the general housing cost. 

The provision of fi nance by itself should not be considered as a panacea to all the housing 

problems of the urban poor. Rather, the coordination of action between many parties is 

very imperative. For instance, local governments Call participate in the provision of laUel, 
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cxtcnd ing technical assistanecs, project management, and revenue rais ing lur 

in fras tructure laying. Regional and central governments have al so a crucial role to play in 

reducing standards, establi shing the framework in which NGOs and another institution 

can contribute, streamlining and coord inating the duties of sectoral offices for the 

common goal of housing production. Other important participants in the program can be 

the private sector. The experience from the FANHAPO housing project in Philippines 

shows us that large private companies can also participate in the form of building quality 

homes at low price. Or else they can also participate in the construction of "Low Cost, 

Housing". Last but not least, it is important to reiterate the role of the NGOs. Calling for 

the bigge r international NGOs that are known for their names of "Social Producers" of 

houses is as important as other measures and has a positive impact on the overall 

rea lizat ion o f objectives of programs aimed at housing the poor. (UN-HABIT A T, 1996) 

But why are all these scholars and policy makers crying about housing for the poor? 

Accordin g to Boonyabancha(200 I) the urban poor and the informal sector produce the 

largest amount of housing units in Asian countries through creativity, efficiency and 

match between household income and housing cost. As there is a severe shortage of 

capital even at times the loan from the saving and cred it institutions is secured, it seems 

better to help the poor build their own homes rather than forcing them to participate in an 

expensive and compete housing units. In such a way strengthening the saving and credit 

institutions play an important role in the sector as it allows the poor ' pursue the ­

incrcmental housing construction method that is affordable to them. 

The re are many important lessons than countries like Ethiopia can learn from other 

deve loping countries regarding the kinds of supports to be provided to reduce the 

prcssurc on housing demand. This includes allowing varying ranges of loans that support 

incremental housing, keeping the loans short term, linking {orced saving schemes to 

hous ing programs, encouraging NGOs and CBOs to provide housing loans, cross 

subs idiza ti on and providing technical ass istance to home bui lders. (Davis, 2006) . 
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2.5. Urba ll Lalld Tellure alld I-Iou siu g 

This part of the literature review is dedicates itself on how the urban land tenure system 

affects the hos ing sector. It is obvious that housing is the result of many interrelated and 

intert wined factors. These are the tenure system, the fi nance, the economic phi losophy 

the nati on foll ows, level of perfec ti on of the market and etc. Among these, the objecti ve 

of thi s part will be on shading some light on the li nk between the tenure system, and the 

nature of housing. Before going to the detai ls of tenure system, let us first try to cite its 

definitions given by writers. Payne(1 996) defined land tenure as a " mode by which land 

is held or owned; or the set a/relationship among people concerning the use of land and . 

its pmdl/cts ." I-Ience as can be seen from this definiti on when the issue of tenure is rai sed, 

Payne does not mean that it only includes the matters of land ownershi p, but it al so 

incorporates all the permanent and temporary changes made on the land ( because the 

defi niti on includes the phrase "land and its products"). Though they are slightly different, 

people mostly use land tenure and property rights interchangeabl y. The same author 

de fi ned property right as a recognized interest in land or property on the land vested by 

the ind ividuals or groups. It includes the ri ghts of access, use, deve lop and transfer which 

can be viewed in linc with ownership. Ilencc even though it is incorrect to use the terms 

in tcrchangeably, there exists some ki nd of similarity between tenu re and property right. 

Many literatures make a di stinction between the "formal and in fo rmal forms" of tenure 

sys tems. Others call it the "legal and illegal" tenures. And there are many competing 

ways of nam ing land tenure systems. However, I wo uld like to give the credit to . 

Payne( 1996) for ru ling out such improper naming tlie tenure systems and dichotomizIng 

tenure sys tems. As per this wri ter, it is difficult to dichotomize tenure systems as thi s and 

that. Payne claimed so because tenure is better expressed in continuum than on a di screte 

basis as the previolls ones. He also cri ticized others on the usage of the terms themselves. 

I r wc ,I rc forced to ca tegorize them in to two, as Payne says, we better ca ll them the 

"liJrlllal ,mel non fo rlll al" fo rms of tenure. This secms a better express ion because the 

tcrm "legal Vs ill egal" have an implicit message of catego ri zing all the "extra-legal" 

Hrrilllgclllcnts as ;: illeg<l I", wh ich is not necessaril y true. 
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P;lyne( 1996), tries to di scussed tenure as a continuum in the following way. As to him, 

the dichotomy in tenure is further categorized in to six broader classes. The first among 

these is the customary or the traditional tenure system. Some of these traditional systems 

al low individual ownerships while others allow only communal land ownership rights . 

Such forms of ownershi ps exist in clan based and traditional Afri can, Asian and Latin 

I\merican peoples. In most cases, these systems bans the sa le of land and they ensure 

only the use right of land. 

The second form of tenure is the modern tenure system. This system is further divided 

into two subsystems; namely, the perpetual and the finite period holding systems. As the 

name itself signifies the former one is a right that persists forever, wh ile the second one 

has an expiry date. The free holding is a typical fOl, l1 of the perpetual subsystem. And, 

the rental , leasehold , and the contractual holding are the examples of the finite tenure 

subsystem. 

Thirdly, there is the public land holdi ng system. This, as others, takes different forms. 

SUite Janel hOldi ng, trust land s, Parnslalal and lands ro r specific li se J ~dl under thi s 

catcgory. In sueh forms of ownershi p, the indi vidual ri ghts of owning land are totally 

mi ssing li'Olll the equa tion. What an individual ean do is to usc the land, while the 

ownership rema ins under the public. 

The derived fo rm, the fourth typology of land tenure, as can be seen from the name itself, 

is a derivative of the common kinds of tenure systems. It includes the lease holding 

(which is al so rai sed in Modern system), condominium, cooperatives and etc. In such an 

arrangement, the land is shared among people or grQups on the basis of tiUle or spacj:._ 

I Icncc. the spatial and temporal factors are the defining behaviors of the tenure system. 

Fi nh. there is the non-l'onna l system. It is a system by which sq uatters, unauthorized 

buildcrs, illega l sub-di viders and other ex tra-legal arrangements feel own the land. The 

writer, here , preferred to use the term "non-formal" very intentionall y. There tS a 
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con tinuous debate among the urban scholars as to what term to use to such group of 

sett lers. And , Payne fal l in the category who ague that it is improper to ca ll these people 

" ill egal", as they have the natural ri ght of having a plot of land to live on. " Who are we t·o 

call thcse people ill ega l?", asks Payne, especia ll y when the land is ori ginally theirs. This 

is why he preferred to use the term " non· forma l" tenure. 

I ,:\st. but not Icast, there is a sixth, and the rares t fo rm of land tenurc system ca lled thc 

"Inlerest". Thi s ca tego ry is composed of arrangemcnts like the casement, mortgages and 

Ihe servitude. Thesc arc tenure systems where th ere is no fu ll transfer of ownership until a 

ce rt ain agreed condit ion is fulfilled. It could be repaymen t of loan or a physical labor 

se rvice. One can assess the performance these forms of tcnurc using three criteri a. These 

arc clari ty of the system, the ability of the systcm in ensuring equity and efficiency 

As descri bed in Payne's fourth tenure typo logy, the current grand housing project 

pursucd by the Ethiopian government fa ll s in the deri vatives, where the owners share ' 

sp"ce. Docbclc( 1982) rai sed such deri v" ti ves forms as a remedy for the housing problems 

in developing countries. As to him, like Payne, the deri va ti ve forms take the form of 

SP' ICC of timc sharing arrange men ts. He ca ll s them both , condominium. They are 

llrl'Hngemcnls whercby the owncrs own part of the building forevcr or for some time. 

ll cnce, the sharing is either spatial or tcmporal. Thcy are systems that discourage 

horizontal c it y dcvclopments, and hence reduce the cost of infrastructure lying. 

Doebe lc( 19S2) and Payne( 1996) share a common VICW on how to cvaluatc the 

perl'orllliince of a tenure system. To Doebe le, equ ity and efficicncy should be the major 

y"rds ti cks with which one mcasure ho w a given form of ten ure performs. He used thc 

terms "producti vity" and "social justice" to refer to what Payne called equity and 

efficiency. In this article he emphasized on how systems should respond to changing 

conditions in sodeties. That is why he recommended a continuous redefinition of tenure ' 

systems across time. 
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J)ocbck( I <)g2) conside red squatting as be ing the result of the a tenure sys tem . As to him, 

the initial period of the laissez-fairre is partly to blame for the emergence of squatting in 

many areas of the developing world. It was a period in which the squatters were being 

tolerated. This system of tolerance opened a door for free migration of worker s fo rm 

rural areas to the urban centers. However, as time go~s the expansion of pOIJulation in ~he 

urban ccn ters and the para ll el increase in the area occupied by the squatters forced the 

Jloli cy makers rethi nk their policy of " let it free". It was at this very time that policy 

makers sta rted to consider the squatter settl ements as treats to the ex iti ng population from 

d i rtcrcnt perspecti vcs such as li'om a rise in service demand, crime and etc. J-Jenee, thi s 

viclV among some policymakers hailed the era of demoli tion. 

It is al'te r the pcri od of I 960s, as shown in Doebele( 1982), that the migrants started to be 

considered as asse ts than liabi liti es. Wri ters of thi s period like Turner were among those 

who favored the posit ive aspects of these vulnerable social groups. Suck kind of thinking 

led into the introduction of programs like the "self-help", "site and service", and 

upgrading". They are all the results of the debate among the scholars in the area of urban 

housing problems. Though huge fi nance has been mobilized to help the poor own homes 

through such programs, the rate of success was minimal and that is why the renownS'g 

wri te rs of the peri od started to trace the problems. Inll uential wri ters like Payne(l996) 

and began thi nking of institutional reforms and structural changes in the government 

bodies 'l nd po li cies that alTect the urban land and housing market. Along with thi s, 

community land ownershi ps cross subsidi za tion programs, financial intervention and 

condominium hous ing projects started to pop up. 

2.G. AITordabilil y and Housing for the POOl' 

There is an obvious close relationship between economic status and housing conditions. 

Low income households tend to own "sub-standard" houses, which in most cases receive 

un favo rable treatments li ke demo li tion from the people in office. They usuall y face such 

l11 istrea tl11ents because authoriti es consider these houses as "sub-standards" and the 

neighbodlOods as problems of a city. That is why many official s at different times and 
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plaecs \Vcnt on demol ishing thc liJi.: lincs, thc ho uscs, or thc poor. On thc contrary, other 

group of ind ivid ua ls and orga ni za ti ons were sel ling the ideas orthe poor and their right to 

li ve in a place where they want to; and they were stri ving fa r the achievement of thi s 

grand objec ti ve of helping the poor own homes. However, thi s idea of ass isting the poor 

build their own home can only be achieved through making those units affordable to 

them. 

Before go ing to the details, let us first try to_ see the definitions of the term 

"A fTordablility" . Many writers in the urban arena at different times tried to define the 

term affordabi lity. Though no pronounced per se, divergence in definitions exits among 

the delinitions of the term. This part of the literature revi ew pays a close attention even to 

the minor difJi.:renccs of dell nition as the slightest deference in the dellnition has a greater 

policy implication. Davidson and Payne (1983), as cited in Kamete(2001), gave the 

simplest definit ion of aflardability. As per thi s dellnition, the term only refers to "the 

ability to pay" of the potentia l buyer or bui lder. However, as Kamete (2001) and other 

IVriters criti cize, the definiti on lacks the essential c1arillcation as to what thi s "ability" is 

refe rring to. That means, does it refer to the housing unit? Or al so to all the services 

related to it? is not clearly indicated. Kamete argued so because, as to him, many housing 

intervention strategies fail because of absence of clearer dellnition of the term itself. This 

is so because it is the definition that guides what should be done and all other future 

courses of acti on. I-lence a program that dellnes affordability as being the ability to pay 

onl y for the housing uni ts does not care abou t other things, but always devises ways of 

red ucing the priccs of the fi nal product, the housing uni t, noth ing else's. 

Kametc(200 1) also cited the wo rks of Kearl and Jimenez (1983), who dell ned the term 

afla rdab ility as having the concepts of both the ability and willingness to pay. This 

definiti on appcms to be a better one as it includes additioanl essential concept to the 

previolls one, whi ch is the issue of "choice" or "wi llingness". Though Kaillete did not 

comment on the definiti on, it seems that this dellnition also suffers from the same 

problcm as the Il rst. It still does not indicate to what thesc abili ty and willingness are 

di rected. Is it only for the housing unit or with the services related to it? is not still clearly 
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indicated . This dichotomy between thc housing unit and the services related to it are the 

points on which different housing intervention strategies lack clarity. 

Many writers including Kamete (200 I) have proposed differe nt ways by which houses 

ean be made affordable to the urban poor. However, there are many poor people who are 

still in those "sub-standard" units despite numerous interventions. This is a clear 

indication [or the failure of many policies. This writer generally divided all sorts of 

interventions aimed at improving the affordabi lity of housing units to the poor into two 

major categori es. These are the EXTERNAL and INTERNAL interventions. The external 

factors affecting affordabi lity are those measures taken by second parties (not from the , 

household side) that are aimed at reducing the cost of the housing unit and usually focus 

on the building. It inc ludes measures like reducing the costs of land provision, 

infrastructure provision, planning, designing, adm inistrat ion, and othcr community 

se rvices. Thc cos t reduction can also come fro m subsidies (i'om the government like 

reduction in interest rate, extending the period of amortization, free provision of land and 

cte.(Davidson ancl Payne, as cited in Kamete, 200 I). This process of reducing cost has 

something to do with the previous detinitions that focus on " the abi lity to pay." This is so 

because they al l focus on how to reduce thc price of the housing units ill1d hence enhance 

the ability to pay of the poor. 

The second way of intervention is the internal one. This second way is closely linked 

with the socio-economic conditions of the potential buyer or builder of the house. To 

Kamcte(200 I) , affordability can not be brought through one way intervention that 

focuses on the external factors. What he called the '''irreducib le core" are the witnesses 

fa r the "'ilure 01' such in terventions that l'ocus on the cost reduction stratcgies. The 

irreducible core , for Kamete, are those people who cannot access any form of housing 

units bccause of their extreme poverty. Whatever external measure is taken it appears to 

be imposs ible to bring some people into the scheme. It is those kinds of people that 

Kamctc ca ll ed the "irreducible core". I-lad the external measures were in tegrated with the 

intcrnal ones, some portion of these people could ha ve been brought to the beneficiary 

c;ltegory. In other words, a policy intervent ion that is geared towards to the poor that 

30 



mainta ins the ir income should be there along with any housing strategy aimed at helping 

thc poor. Such measures that have an impact on the li ves poor may include reduction in 

thc sizc of the fam il y, teaching the poor on how to save money, and creating the 

aspirat ion that the poor can own can own homes is believed to pay a lo ~ in any program. 

Kamctc(200 I) ment ioned the four measun!s adopted in Zimbabwe in making homes 

affordable to the urban poor. The first among these is the one related to the "product 

type". It is using this measure that the government of Zimbabwe resorteclto the provision 

of unfinishecl and smaller houses instead of bigger and fini shed products. In such a way, 

it was believed that the poor will have the flexibility to finish the unit acoording to their 

capacity. The second measure was the introduction of new reduced standards that were 

be li eved to have a significant impact on the stock of housing in the country. The 

reduction in standard was applied to a variety of phases of housing construction. Some of ' 

the measures are reduction in plot size, components in the house, and construction 

materia ls. However, this method faced very strong criticism from anti-segregationists, 

who criti cized the arrangement as being particularly aimed at reducing the living 

condi tions of the indigenous poor black people. As a result some of these measures did 

not last long and were revised upwards to their original standards. Later, a third view 

from the supranat ional inst itutions like the World l3ank came to ex istence. Such views 

strongly criticized the invo lvement of the government in the housing provi sion. They 

argued that the hands of the government should be restricted to "enabling" than 

provid ing. And fDllowing this era, the involvement Df the government was reduced to 

enabling the market produce houses. This measure was also adopted by the Zimbabwean 

gDvernment with out hesitation because of the strong hands of those "big brothers" and 

also because of the dwindling funds as a result Df the inflation. This is, therefore, the time 

when the "aided self-help" and other methDds were introduced where the role of the ' 
.. - -

governmcnt was reduced to the position of an enab ler. A fourth measure was al so put in 

place to ac hieve the objecti ve of affordability. This is through coercing employers 

contribute somc amount of money in the name of the elllpl Dyee, like the pensiDn 

contribution, that can be withdrawn and used for housing. This contributiDn by the 

cmployers is ca ll ed the "housing levy", and this IllDney is uscd as revolving fund in the 
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housing construction. This method also faced a strong opposition from employers and as 

a result got termin ated. 

In the final analys is Kamete(200 I) came to the conclusion that all the fo ur measures are 

ex tern il l filctors that have successfull y fa il ed in answering the needs of the poor and 

called l'or an overhil ul in the way of engaging the problem of affordabili ty. It is at this 

junct ure th at he upheld the role of the internal factors that aim at maintaini ng the income 

oj' the poor. There lo re, fa r Kamcte, these external and internal measures of mak ing a 

ho use aff'o rdab le to the poor should no t be in troduced as mutuall y excl usive events, rather 

one should accompany the other in order to succeed in meeting the targct. 

From \Vhilt Kamete(200 I) said so far one can infer his definiti on of affordability very 

easil y. In his article he capi tal ized on introducing the concepts of the internal factors and 

their impact on making the houses affordable to the poor. Hence, his definition of 

ilffordabil ity, as I perceive, is related to the ability and willingness to pay for housing and 

all other services related to it. 

I\n eq ual ly im portant and bettcr defi ni tion of affordabili ty is given by Stonc(2006). I-Ie 

uscd the noti on of "cost of housing vs other non-housing expenditures" to defi ne the term 

affo rcl ab ility. This concept of "cost of ho using vs other non-housing expenditures" co ined 

by Stonc integrates the "externil l il nd internal factors" that Kamete was talking about. 

Stone cri ticized the rat io of hous ing cost to Income rati o method of measunng 

al'il.)J'(labil ity ca lling it a " ru le of thumb". This rule of thumb assumcs that 25 pcrcent of 

pcople's income is spent on housing, and any housing scheme thil t fo rces people spend 

more than this is not affordable and those below the 25 percent threshold are categorized 

ilS affordilble. This measure was being used in the United States of America until about 

the I 990s. 

I\ccording to Stone(2006), housing subsidies are not always geared towards ensunng 

arTordability. Subsidies are sometimes games with which governments ensure their 
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varying intcrests. For instance, po liti ca l and financial intcrcs ts filii in thi s ca tcgory. 

Therefore, the reason that subsidi es, in many cases, miss their targe ts is not a surpri se to 

the formulators, as the ideas they sell on the media differs from what they intend to do. 

Hence, what is literally told to the public sometimes differs from the tacit targets known 

only to the policymakers. 

Though not clea rl y indicated in hi s mticie, Stone's(2006) point of view is similar to 

J(allletc 's(2001) in the sense that they both recognize the role orthe internal and external 

filctors in making housing units affordable to the urban poo r. He tri ed to substantiate hi s 

argument on affordab ility and its relation with the income by citing the work on 

Rapkin( 1987), which he quoted in hi s article as the amount of money that a household 

spends on hous ing( rent) should approximate the weekl y salary of the household, ie . about 

(lne-Iourth of the monthl y incomc. However, thi s assert io n of' the fixed ratio relation 

be tween housing expenditure and income is refu ted by Baer(1976), as cited in 

Stone(2006), as being na'ive and misleading. There is a strong feeling among many 

scholars that such fi xed relationship between income and housing expenditure does not 

exist. 

8efore stati ng hi s fi nal defini tion of affordability Stone(2006) rai sed s ome of the 

approaches used defining affordability, For him almost all of the definition s given are 

relntcd to the budget of the household, However, the definition given by Stone differs 

f!'Om thc others because if further defines the budget itse lf. For him, the income that 

determincs the ab ility to pay of a household is not the total money that the family has, but 

it is the "rcsid ual income", By res idual income he mean t the dil'lerence between the total 

income or thc household and the sum of all non-hous ing expendi tures , Hence, as per 

Stone 's(2006) definition it is th is residua l income that de term ines a l'lordability, not the 

total income, This definiti on, like J(amete 's definiti on we saw previously, has a 

behavioral concept in it. I felt so because it is the spend ing behav ior of people that 

determines their "residual income", I-ience, what Kamete called the " internal measures" 

of ensu ri ng affordability are contained in the "residual income" concept of Stone that is 

composed of some socio-economie issues in it. 
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2. 7. Ex istin g HO ll s ing C onditions in A ddis A baba and Pl"OgJ'am 

d es cript"ion of t he IHDP 

2.7.1. Int rod ucti on 

The cily oj" /\ ddi s Ababa is among thc tex tbook examples 01' pri male ci lies. Acco rd ing to 

CSA (2008) report, the popula tion in the capital city, Addi s A baba, is 9 times larger th an 

the second largest city, Dire Dawa. The same source pointed out that the population in 

Add is Ababa is growing at 2 .1 percent per annum. Wilh its populati on of more than 2.7 

milli on in 2007 and with the aforementioned rate of growth, the population of the city is 

noll' rcach ing abo ut 3 million. This huge agglomeration of popUlati on, coupled with 

scvc rc povcrty and un employment, has led inlo the deteri orati on of life in the city. 

Prcva lcncc o f Ihe in fo rm ality, which is as high as 40 percent in te rms of its contribution 

10 employmcnt , is pa rll y 10 be blamed fo r the deteri orati on of life in the" metropoli s. 

1'!\ S I) F I' (2005) cs timalcd the ral e o j" unemploymcnt in the c ity to abo ul 28.6 perccnt. 

l lencc, the hu ge rat e o f unem ployment, a long with the "hidden unemploymenl", which is 

mos ll ), not a reeogni zab lc li gure, are play ing their pa rts in pulling down the life standards 

of the c il y dwe ll ers. 

It is onl y ancr 1995 E.C that the government started 10 rea li ze the burden of housing 

demand o r backlog created by the lack of o ffi cial intervention fo r more than three 

decades. Th is peri od marked an important peri od in the hi story of housing of the city of 

Addis Ababa. The condominium proclamation of 370/1 995 was enacted durin g Ihi s " 

peri od and it was thi s proclamation that laid the - legal and political ground for the 

neglec led sec lor, the housing sector. This law, coupled with the lease law and the land 

exprop ri mion la w, has crea ted a fe rtil e gro und for the gove rnmcnt to mobili ze resources 

and bring abou t a mass ive interven ti on in th e hOLis ing secto r. (PAS D EP, 2005) 

II was described repeated ly that there is a severe shortage of housing in the city. To 

ovcrcomc Ihi s shortage, the city governm ent of Addi s A baba adopted vari ed fo rms of 

intcrvcnlion stra legies. Some oft hcm are : the 11-101' (whi ch constructs new condominium 

houses), a " Kebe le" renewa l program(whi ch focuses on free ing prim e lands for 
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commercial and other purposes by moving the res idents to the newly constructed houses), 

regula r i ~. ing , providing incentives for private de ve lopers and demolition. Thi s partly 

()\nlaps \Vitil tile ones describer in World rLlIlk(200R). Fey 'Illel Wcllinstain (2005). as 

cited in Wo rl d l3an k(2008), pointed out add iti onal ways of rcsponding to such pressing 

housing dell1ands. These ways proposed by the document incl udes regulari zat ion, whi ch 

is Jl,n ticularly chosen as it is one of the methods believe to have a positi ve impact on the 

1l10S! vulnera ble portions of the population, the poor, on the assumption that the poor 

C,ll1 no! p'lrticipate in the market that can produce affordable houses. The other solutions 

could be promoting rental homes and capital izing on cooperat ives and self~he l p housing. 

The Urban Development Package of the FORE (2006) identilled the housing 

development activity as one of the five key intervention areas. On top of reducing thc . 

st rains on housing, thi s housing developll1ent prognii'n aims at rais ing the capacity of the 

construction sec tor through enhancing their capacity to develop low cost houses, mobili ze 

sav ing and support real estate developers. This program is pari of the I' AS 0 [ 1'(2005) that 

has ckarly sci the target of rcdueing slulll dwdling by 50 perccnt by the end of the 

program period , i.e 20 10 in the whole nation. The survey conducted by the Ministry of 

I"inanee ancl Economic period in 2005 for the preparation of the PASDEP showed that 

more than hal f of the total households li ve in a single room house and onl y 32 percent 

live in houses havi ng two rooms. The same source continues that it is still very smal l 

proport ion, one-tenth, of the houses have three or morc rooms. Bes ides, the severe 

incidence of poverty and unemployment worsens the slum dwelling in the nation in 

general und in the city in particular. 

2.7.2. Program Targets 

Accordi ng to Solomon et al(2004) about 70 percent of the urban population in Ethiopia 

li ve in slum and sub-standard houses. And it was because of' thi s dilapidation and the 

massive hOllsing shortage that the pilot project of the (jTZ and the l1Dl'O ( 1101lsing 

J)evelopment Program Office) launched their low cost housing projects. As described in 

Urban Dcvelopment Package(2006), thi s program, which is called the 11-101', envisages to 

improl'e the I iv ing conditions of the low income residents of Addis Ababa through the 
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provision of affordable housing and employment opportuniti es. The World Bank (2008) 

narratcs the assumptions on which the program was launched . The program was . 

comillenced, as per the document, on the assumption that the market can not produce 

hOLising units hat are affordab le to the poor. I-laving thi s as it s linal object ive, the 

document se ts its variou s targets which are slimmarized as follows: 

Table 1: QuclilliJiable Progralll Targets 

QUANTIFI ABLE PROGRAM TARGETS: 

Type ol'Goa l Initial Target of2004-2008 Revised Targets 2006-2010 
-

!-Iollsi llg Construction Constru ct ion of 150,000-200,000 Const ru ction of 192,500 housing 

hOll ses un its in 4 years 

Empl oyment creation Create 60,000 job opportuni ties Crea te 80,000 job opportunities 

MSE promotion Expand the deve lopment of Lip to Strengthen the existing 1300 MSEs 

2000 MSEs and increase the ir numbers to 2300. 

Slum Upgrading Reduce slum and decaying areas Reduce slum and decaying areas of 

of the city by 50% the city by 50% 
- ---- -

L,llld de ve lopm ent Prepare and deve lop 1200 ha of Prepare and deve lop 1200 ha of 

land required for hOllsing land required for hOLlsing 

developmen! and related loca l development an d related loca l 

development works development works 
, SOtlrce: World 13'1111< (2008) 

When comcs to the ci ty level, th is program is adm inistered by the Housing Development 

Projec t Onice (HDPO). The office executes act ivities like land preparation, executing 

design works, purchase and supply of major inputs and coordinat ing activities and 

institutions such as the MSEs and otbers. As part ortbe decentrali zation process, many of' 

the duties like site selection, administering tbe construction, organizing the MSEs, 

orgal1lzlllg the construction material s, and supervision are now delegated to offices 

form ed at sub-city levels. 

As pari of' the cost red uctions strategy, the condominium buildings are standardi zed and 

ere more or less homogeneous. Thi s homogeneity of activities will obviously lead into 
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specialization and finally to cost reduction. The program has so far produced apartment 

program buildings of 4 and 5 storey high. The individual buildings included in these 

buildings are few in category that the clients have limited freedom of only choosing 

between studio, single bed, double bed and triple bed room houses. It is only a recent 

phenomenon that the city government planned to build 7 storied buildings as part of the · 

program aiming at densification in the city centers. 

/\5 the program intends to supply housing to the lower income people, the units are less 

luxuri ous and all possible means me exploited to reduce the cost orthe final product. To 

achieve this objective, new technologies, which use Cor cheaper inputs are utilized. This 

includes the use of preOfabricated beams and hollow blocks. All suppliers of inputs are 

se lected in such a way that they need to agree apriori to supply the inputs on fixed price 

basis. (World Bank, 2008) 

Figllre 1: Rationales of the IHDP 

I I Activities 
'--------' 

Inputs 

Subsidies on Low cost 
con struction hOLlsing 
inputs, - construction 
Subs idies on 
loan, 

Introd uction of 1 i new 
technologies. 
Skil l Creation of 
deve lopment, MSEs which use 

coordination of - input saving 
variolls activities technologies 

Source: World Bank(2008) 

I I Outputs 

Low cost 
housing 

f-- available for 
poor people 

Employment 
creation, skills 

~ development, 
viable MSEs 
created 

Outcomes/ 
Impacts 

Improved urban 
li velihoods for 
low income 

residents 
through 
employment 
opportunities 
and provision of 
decent and 
affordable 
hOLising. 

-

The IHDP, as described in the Urban Development Package(2006), has set the objective 

of const ruct ing 360,000 housing and 36,000 commercjalunits in four years time spanni!lg 
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between 1999 and 2002 E.C in thc nation as a whole. On top of reali zing thi s, it also aims 

at creating a favorable environment for the private scetor that includes the real estate 

developers, housing associations and private home buildcrs to bu ild morc than 500,000 

housing units. Among the o ther object ives of the program are, red ucti on of the urban 

sprawl , and densili cation. Through such methods, the program believed that there will be 

reduction in cost of infrastructure provision. The job creation effect of the [HOP is also 

another pos itive impact of the program. The same source continues outlining that the 

program it enhances the development of about 100,000 smaller construction companies . 

Tobie 2. Regional distribution of houses to be constructed by the fHDP in the specified 

years. 

Hcgions Ycars 

1999 2000 2001 2002 Total 

Oromia 9020 12,628 18,040 27,060 66,748 

1\ III hanl 67 10 9394 13,420 20, 130 49,654 

SNN I' 4950 6930 9900 14,850 36,630 

Tigray 4070 5698 8140 12,2 10 30,118 

Dire Dawa 1650 23 10 3300 4950 12,210 

Ilarari 1100 1540 2200 33 00 8140 

IIddis Ababa 3300 38,400 55,000 66,000 192,500 

Total 60,500 77,000 60,5000 148,500 396,000 

S Oli I ce: Ut ban Deve lopment Package, M WUD(2006). 

It was repeated ly described in different literatures and reports that the housing sector is 

linkcd to many job creating strategies that benefit the poor and thereby raise thei r 

incomes. And this fac t is true ancl is substantiated by the researches undertaken by third 

parti es like the World Bank(2008). This document outlines that there was an initi al 

obicetivc of creating up to 80,000 jobs from th is housing intervent ion (the condomini um 

housing proj ect) and a very s ignifi can t amount of job has been created. However, as 

many of the programs in many developing countries, thc program lacks a di rcct linkagc 

of the job creation process to the housing ownership. The writer of thi s report does not 
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come across a housi ng project whereby the potential owncrs partic ipate 1I1 the 

const ru ct ion or contri bute in labor for the direct housing ownership. Or in other words, 

the program did not make sure that the potential owners are employed by the program. If 

the program is the one meant for the poor, and as the poor do not have the ability to pay 

for thc housing units, officials should look for ways of integrating the potential home 

owners with income generation opportunities. 

2.7.3. The Affo rdability Strategies 

The Integrated Housing Development Program mainly aims to benefit low and middle 

income urban residents who aspire to own a house. To achieve this objective, the 

program broadly introduced different measures from two directions: external and 

internal. Among the external measures are: provision of subsidy, availability of grace ' 

period, ex tension of the payment period, reduction and abolition of interest payments, 

and the reduction of the advance payment. Apart from this the policy document also 

outlincs other internal measures that are believed to make the houses affordable to the 

poor urbani tes through promoting job crcation and allowing thc poor to rcnt part or all of 

the ir ncw housing units as mcans of income gcncrating opportunitics. 

Tobie 3,' DijJerent payment modalities and subsidy schemes (in 2003104) 

S.No. Items Studio I Bed Room 2 l3ed Rooms 
I Monthly income 300 600 1200 
2 Area in m2 26 32 40 
0 Price in birrl m" ~ 

(in 2003 /04)*** 665 665 950 
4 Selling price 

(in 2003/04)*** 16000 18000-27000 33000-57000 
5 Advance payment 10% 10% 30% 
6 Interest rate ------ 2% 7.5% 
7 Payment period 20yrs 20yrs 15yrs 
8 Grace period 6 months 3 months -------

9 Rate of subsidy 30% 30% -------

""""' tl1l'se :lrc tile Jonner prices, Clnd the currellt prices are given 111 the subsequent tables 

SOli ret:: !\dnpted Ii·olll the Addis Ababa I-Iollsing Agency 
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Ot her strategies used by the Agency to make the houses affordab le can also bc 

summarized in to the fo llowing major categories. 

A. Absence of Finishing Works (inner doors, painting, ceramic lying, polishing the ' 

ceiling .. .): 

Th is measure is adopted for two different purposes. The first one is obviously to 

nl<li,c the ho uses afTordable to the poor peop le so th at they can hand le the fini shing 

work :lccording to their income. The other one is to give fl exib ility for the 

bendiei :lries to lin ish the house as per thc ir nccd. 

IJ. /l eduction oj'Stal'ldaril.l·: 

Though th e two kinds of houses which are meant for the poor (studio and one bed 

room) , they still lack bed rooms, d ining room, and sometimes wall ed kitchen which 

obviously shows a reduction in standard. 

C. Provision of subsidy: 

Subs id ies are extended to the beneficiaries in diffe rent fo rms. Among these are, 

absence or reduction of interest rates, postponement of the payment and grace 

periods . and etc whieh reaches up to 30% for studi o houses. 

D. Free access to Public Land: Since the land is owned publicly, no payment is being 

mude, at least for those projects undertaken on open spaces. Or else, though 

evac uation is made, the governmen t has the full righ t of us ing thc land for public 

purpose alk r making a certa in amo unt of compensation . (the Urban Planning 

Proclamat ion, 2008). 

E. Creation of job opportunities: 

As mentioned previous ly, a ll the aforementioned measures aim at reducing the price 

of the housing unit. However, to make the units affordab le to the users, there also 

needs to be an internal measure that mitigates th e jncome problems of the urban po~r: 

To achieve thi s end, the program also aims at crea ting job opportunit ies through 
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micro and sn1<dl sca le enterprises, so that the urban poor will get enough money to 

se ttle their debts. 

F IIllowing Ihe poor 10 Renl pari or all perl (l{lheir houses 10 lodgers: Even though not 

clear ly indicated, the agency has practicall y allowed or gave the poor an elephant ear 

to ren t their houses so that they will be in a position to repay their loans. This could 

also be ca tegori zed as an internal liletor. Because, in the linal anal ysis, it maintains· 

the income of the poor benefi ciary. As we will be looki ng in the subsequent part, the 

poor arc evcn making bigger lo rtunes out of thi s arrangcmcnt , which needs to bc 

furthe r promoted through provision of directi ves. 

Table .f: SIII1III1WY (l{ lhe new paymenl schemes o/lhe II-IDP in IIddis Ababa 

"1")" Jl 0 lo g)" Average Cross- Average Selling price per Average 

COliS t rll clio II slI bsid izatio area In m 2 aftcr the price per 

cost pe r III 
2 2 housing II III CJ"OSS-

s ubsidization II nit 

Stlldio 1507 30% 26.8 ]]00 28,271 

Si ngle Bcd 1507 5% 48 1414 68,719 

])ouble 1507 +5% 54.8 1728 86,713 

Bcd 

Three Bcd 1507 +10% 65.3 .. - 1808 108,248. -

C Olll lll c rci 1507 +50 'Yo 53 2500 124,921 

a l Units 

SOllrl:C: Adapted from the Add iS Ababn HOUSing Agency 

}\s C'"1 bc sccn from thi s table, the 11-101' is a program that utili zes a cross-subsidizat ion 

as the main means of help ing the poor own homes. The two minimum standard homes, 

the studio and the single bed houses receive subsidies whi ch is as high as 30%. On the 

cont rary, two bed and commercial units pay an extra amount of 5% and 50% respecti vely 

which wi ll be used (0 subsidize the poor. This subsidization is clearly seen on (he selling 

price of the units. Although the construction cost is the same for all units, thi s act of 

cross-subsidiza tion has brought about a difference in selling price. This price is higher for 

commercial units, 2500 birr per square meter, and relati vely lower for studio houses, 
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which is 1 100 bi rr pcr thc samc. This shows us that thc peo ple who purchase the 

ellllll1lCfei,d unils pay more than a double oCthe price oCthe studio houses. 

On top of thi s, there is a help extended from the governmen t to make the housing un its 

afl o rdablc to the urban poor. The data obtained Ii·om the 1-IOPO reveals the same fac t. A ll 

expenditure ti tles li sted below are borne by the government, and the home owner does 

not pay a dime for these cost items. These cost items, which are totally borne by the 

government, are gi ven in tab le 5. 

ToMe 5: Costs entirely incurred by the government 

S.No. Expend iture title 

I Land leve ling and so il disposa l 

2 Compensation pa y ments 

3 Sewerage li ne ly ing costs 

~ 1~ l edr ic and water conncdion 

ex pcnd itu res(pa rtly) 
_. 
5 Road eonstmdion (externa l) 

Soure!.!: Adapted fromlhe Add iS Ababa HOllsJIlg Agency 

The price of the housing un its only includes items like the construction costs, the 

recurrent expcndi tures of the project, design and consultancy expenditures, interest on 

bank loans, and fo r the basic services related to the h_ous ing unit. Table 6 summarizes the · 

costs oC th e housi ng unit which arc includcd in th c selling price. 
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Tah/e 6: E,pendilures 10 be paid by Ihe home owners 

S.No. Expend iture titl e 

I All sorts of construction Expenditures 

2 Sa lary and oth er recurrent expenditures 

3 Des ign and consultant expenditures 

4 Electri c and water connection 

ex pen d i tu res(pa r tll') 

5 Expenditure for routes and roads (internal) 

G Interest payment on loans from Banks 

7 Solid waste collection container 

Source: Adapted from the Addis Ababa Housmg Agency 

The program, though was ambit ious at the start, has-undeniably produced many housing 

unit s that stemmed some of the hous ing problems in the city. And it has also helped the 

cit y o f"ii cial that such bigger projects can be undertaken so that accumulated problems 

having backlogs of more than four decades can be solved. The real ization of the project, 

with all it s difficult ies , has helped the concerned officia ls develop the requi red 

confidence tilat they can do more to abate some of the problems in the city. Although 

thcy are at difTerent stages, the most recent da ta obtained from the Add is Ababa Housing 

Developmcnt Program Omce (as of March, 20 I 0) rc veals that around 78,220 thousand 

homes have been prod uced . The majority of these, around 52, 171, have already been 

transferred to the owners. This accounts for 66.7% of the total number. The other 

category is the one whose construction is fini shed and wai ting for transfer. Under this 

category, there are 7,99 1 houses and it ahs a share of 10.2%. The third and the last 

catcgory is rclated to those which are under const ruction. These housing un its are around 

18,06 I , and account fo r 23. 1 % of the project ac hievement so fa r. Table 7 snmmarizes -the 

housing typologies produced at diffe rent rounds. 
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Table 7: Number oJthe housing units constructed by the IIIDP in Addis Ababa 

Typology Round Round 3 Round Round 5 Unde/' Total 

1 and 2 4 - construction -

S llIdio 5925 1467 1426 1997 3247 14,062 

S ingle Bcd 11, 144 2951 5257 3075 6734 29,161 

Doub le Bcd 11,637 1914 3722 1524 . 5642 24,439 

T hree Bcd 1770 468 1255 420 1174 5087 

CO llllllcn.~ial 1727 634 871 975 1264 5471 

Tolal 32,?O3 7434 12,531 7991 18,06J 7,v,220 

.. 
Source: Adapted from the Addis Ababa HouslJlg Agency 
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Chapter 3 

Model Description and Variable Definition 

3.1. Model Descl"iption 

Regress ion models are among the essential too ls that describe the relationship batween· 

different socio-economic variables. That is why ' researchers use such ' models very 

frequentl y. When one studies the extent to which one variable expla ins the other, a 

regress ion model is the one which beslmeels the intended object ive. If the objective is to 

determinc how O Il C var iab le, say variable "X", determines another variable, variable " Y", 

we usua ll y reso rt to such models which are given as follows: 

Y= Po+ PIX+u ............ .. .............. ... ... .......... ... .... ... (1.1) 

Equat ion ( 1.1 ) is the simple regresslOn model. It is ca ll ed simple because it has one 

exp lanatory (independent) variab le, ie, variable "X" and another explained(dependent) 

variable, variable "Y". Po is the intercept term and PI is the slope variable. PI measures 

the strength of the relation between the dependent and independent variable. In other 

words, a un it change in "X" brings about a PI amount of change in "Y", that is why ' 

resea rchers are highly interested on the amount or magnitude and sign (as it shows 

whether the relationsh ip is positive or negative) of the coertic ient of the ex planatory 

variables. PI practically measures the effec t of a unit change of "X" on "Y", keeping all 

other va ri ables constant. "U" is an error term( disturbance term) that captures the change 

in "Y" wh ich is not explained by the change in "X". As the change is random ( as it is 

sometimes above "Y" and other times below it) its sum across all observations is 

assllmed to be zero. (Wooldridge, 2000). 

One can simply call equation ( 1.2) a multiple regression model. The only di fference here 

is that in equation (1.1) the explanatory(independent)variable is one ,while in the multiple 

regress ion case the number of the explanatory variables, as the name itself signifies ,is 
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1ll' lI1y (Illore tl18n one). The fo llowing Illodel IS an example of a multiple regression 

models. 

As can bc secn from equation ( 1.2) there are three variables (XI, X2 and XJ) that have 

impact on "Y"; or the val ue of variable "Y" depends on the va lues that these three 

dependant variables (XI , X 2 and XJ) take. As in equation (1.l) the coeffi cient changes of 

X I,X2 and XJ measure the impacts of the respective variables on Y, and as usual we care 

a lot both about the magnitude and the signs of these coefficients .(Wooldridge,2000) 

Equation (1.2) better captures the realities of this world because in most cases variables ' 

depend on many other factors. It is very rare that only one variable affect the value of 

othe r. 

Howcvcr, to use such regression models both the explained and explanatory variables 

(the dependcnt and independent variables) shou ld be measured at least on scale level. 

Othcr sorts of data wh ich are, for instance, measured on categori cal or ord inal levels can 

not be proccssed using the previous forms of Illodcls. The defi niti ons of thcse forms of 

variables is given as follows: 

Scale variables - are variables whose values represents ordered categories with a 

meaningful metri c, so that distance comparisons between val ues are appropriate. 

No minal variables - are vari ables whose values represent categories with no intrinsic ' 

ranki ng. For example, we can use I for males and 2 for females, or else we can give the 

same form of numbering for religious affil iation. Here, the numbers and what they 

represent do not have any relation. 

Ordina l variab les - whcn the value of a var iable represent ord ered ca tegori es wi th somc 

intrinsic ranking. For example, level of satisfaction can be labelcd as I st, 2nd
, 3rd 

.. . ctc. 

(www.spss.com/va riable level) 
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Thcref'ore, in cases where the variable, specially the dependent vari able, is measured on 

categorical (nominal) level we need to use more advanced model for regression. A 

logistic regression model, hence, is used when the dependcnt variable is categori cal. If, 

for example, the dependant variable is dichotomous, where the answer is "yes" or "no", 

or "malc" or "female", we use a binary logistic regression model. The word "binary" 

signi fi es that the va lues to be entered in the dependent variab le column take two values. 

(Wuensch, 2009). Accord ing to thi s writer, the model works when the explanatory 

varinblcs are ,ii i cntegorical, continuous, or mi x ofthc two, or elsc if the variab les are not 

well di stributed. [NB: logisti c models make no assumptions about the distributions of 

explnnatory varinbles. Here it needs to be remembered that dichotomous variables are not 

normally di stributed; rather they are binomial di stri bution with double . pick being 

constrained between zero and one] . 

According to Tranmer et. al (no date) there is a huge difference between probabi lities and · 

conti nuous numbers in regression models. 0 and I bound the probabilities, whi le the later 

cnn take any va lue between positive and negative infinity. If I' is the probability of 

occu rrcncc of· an evcnt [I' cou ld, l'or instance, be the probab ili ty of having a behavioral 

problem, hence 1-1' will be the probability of not havi ng the problem. (It is a 

dichotomous variablc). To transl'orm th is probab ili stic dcpcndcnt variabl e that is bounded 

bC lwecn 0 and I to a continuous number taking any va lue between positi ve and negative 

in fin ity we use a logistic or logit transformat ion. 

Logil (P) = 10g[(P/(I -p)]. ....... .... .... ........... ........... .... .. ( 1.3) 

The term in the square bracket in equation 1.3 is known as the odds of an event 

occu rring. Thi s logit function will then be linked with sets of explanatory variables. 

Tlencc the model will have the foll owing form. 

Log[( I'/( I-I')] = logil (I' i) = ~ o + i3I X I ........... ... . ........ (1.4) 
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Let P; be the probabil ity of being perceived as having behavio ral problem, X, could be an 

cthic group (0 for white boys and I for black boys) that may affect behavioral problem. 

Therefore, ~o gives us the log odds of a white boy perceived to have a behavioral problem 

(when X, =O) and (), shows how these odds di ffere for black boys (when X, = I) . 

The model (equation 1.4) can be rewritten as: 

1',/( 1-1' ;) = expWo -/- fl,X,) Wilere exp stan cis for expecteci va lue of til e terms ill tile bracket. 

1', ~ exp(flo I- fJ,X,)/l l+ ex p(()o + P,X,)J ..... thi s equation stands for the probabi lity of 

being perceived as hav ing behavioral problem. Or, 

I-I' ; = 1/ /"1 + expWo -1- (),X,)] ... which stands for the probability of not having behavioral 

problem. 

Considering the error tcrm the equation wi ll be given as in equation 1.5: 

1'; = P; -/- Ii = exp(()o + ~,X,)/ [I + exp(~o + ~ , X,)l + ti ............ ...... .. ( 1.5) 

Though logil models are very essent ial in reg rcss lng illnct ions containing categorical 

I'ari ;, ble: s. its i'lterpretation is not as simple as the simple linear regression case. One has 

to be very careful in interpret ing the resul ts of a logisti c regression tllJlctions. For 

example:, taking the previous variables, if a researcher comes up with the following 

function. the in te rpretation will be as l"a llows: 

Let, 

1'; = the probllbil ily of having behavioral problem 

EG = Ethnic Group (EG = 0 for while boys, and EG = I fo r black boys) 

Logit(P;) = -1. 56 -I- 1.65EG. 
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lienee the Logit(P,) = -1. 56, if the boy is wh ite, and 

Exp(-1.56) = 0.2 1.................. . .............. (1.6) 

Thereforc, the odds of a white boy to be perceivcd as having a behavioral problem is 

0.2 1. 

The log odds of a black boy to be perceived as having behavioral problem is 

Logit(P;) = -1.56 + 1.65(1) = 0.09 

Thc odds, hence, is .......... exp(0.09) = 1.1 .. . ... . .............. ... (1.7) 

From the above two resu lts (equa tions 1.6 and 1.7) we can calculate the relative odds ora 

person to vicw a black boy as having behavioral problem is ( 1.1 /0.2 1) = 5.2, wh ich 

means a black boy is perceived as havi ng a behavioral problem 5.2 limes higher than that 

of' a while boy. 
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3.2. Var'iab le Definition 

3.2.1. Dependent Variable 

Affo rdab ility (AFF): For thi s particular study affordability is de fined as "the ability and 

wi lli ngness of home owners or potential home owners to pay for the housing un its and 

the services related to it. " It is a dichotomous dependant variable in the model. It has two 

groups of responses; namely, those who can afford the housing units supplied by thc 

THor taking a va lue of I , and those who can not afford this unit taking a value of O. For 

the purpose of identifying the factors that determine affordability the same sort of 

quest ions is administered to two diffe rent groups of people. Namely, to those who 

afTord cd the hous ing units (who are currently living in it), and to those who responded 

that they can not affo rd the units living in poor ne ighborhoods. For the later case, the 

questi ons 'ire administereel to thc rcs idents of the dilapidated ncighborhood that surround 

the selected sitc . 

3.2.2. Independent variables 

It is c1ca r tha t thcre are many socio-economic variables that af/ect affo rdability. Among 

these are the Iiousehoid Saving, sex of the household 's bread winner, household size, 

typc of occupati on of the bread winner of a household , ava il abil ity of external source of 

finance, membership in any credit and Household Saving institutions, renting status, and 

fini shing and related costs. These variables, among which some might be dropped 

because of multicollinearity and insignificance, are believed to be having impact on . 

aCfo rdabili ty. 

Household Saving (SV) : it is very natural to use thi s varia ble as the major determinant of 

afl 'mla bilit)'. The researcher argued so bccause, who ever defined it , the definition of 

afl ,m la bility always includes the concept of income in it in one way or the other. 

Considering thi s va riable in thi s model will , therefore, be worthwhile. Some define 

ammlability as bei ng purely the abil ity to pay; others include the concept of wi llingness. 

St ili others usc the proport ion or income and household saving to define arrordabi lity. 
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Iiousehoid Saving in this s tudy is defi ned as the par! of the income of the household left 

,ilkl' deducling all thc monetary outl ays made 1'01' consumab les ( goods and serv ices) . 

whieh can be either saved or kept on hand and measu red in Birr per month and used to 

buy o r build houses. For the sake of hypothesizing, the rescarcher adopts the position that 

SV is positivcly related to the dependent va ri ab le, alTordability. 

Houschold size (I-Ii-IS) : It is a positive scale variabl e whi ch refe rs to the total number of 

people living pcrmanently (for morc than two years) in the f~lInily. The resea rcher 

decided to include th is va ri able because th is variable may aneet th e depcndant vari ab le in 

two ways. First, as the size of the J~l lllil y increases and since the hous ing units are smallcr 

in size, the units may not be chosen by families having large households size, affecting 

the willingness to pay. Second, as the size of the fami ly gets larger, it becomes very 

diflicult for the househo ld head to put some money aside for housing (as large fami ly 

leaves no income for Household Saving), hence , in. both cases affordability and fan,ily 

sizc appcnrs to be negative ly related. 

Scx (SX): th is is a var iable wh ich refers to the ge nder of the head of the househo ld or the 

bread winneI' in the I~unily. It is a categorical variab le that takes a value of I for males 

and 2 f(lI' females . In developing nations, males tend to afford the housing units better 

Ihlll women as their ea rning abi lity tends to be hi gher and have better information, as 

Ihey spend mueh of their time out side the house; however, the po li cy var iable of helping 

the women own homes play an oppos ing rol e and reduces the close relationship between 

home ownership and ma le gender. Hence, the pred icted sign of the relationship between 

the dependent variable, affordabi li ty, and sex is indeterminate because the strength of the 

relationships is difficult to predict at thi s stage. 

Typc of Occupation (TOC): thi s is a dichotomous var iable that refers to the kind_ of 

occupa ti on that th e fa mil y head or the bread winner is engaged in. It takes a va lue of I for 

a fo rmally employed person and 2 for the informall y employed one. Th is variable, like 

sex has ' Ill undeterm ined relation with th e variab le because the researcher does could not 
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come up with a conclusive relationship between affordabi lity and the type of occupation 

of the household head. 

J\ va i labi lity of' External Source of Finance (AESF): This is a dichotomous variable taking 

a value of I for those who responded "yes" to this question [ie, to those that mobilized 

external source of finance to settle their advance payment or the installments. The source 

co uld be from a relative, famil y member or any other source of income /i'om individuals 

in the form of gift or loan both from abroad and loca ll y] and 2 otherwise. For this 

variable, as it seems clc(lrl y, thc researcher has a belief that it is posi ti ve ly related to the 

dependent variable, affo rciability. 

Membersh ip in Cred it and Household Saving Inst itut ion (MCSI): this, as the name itself 

implies, refers to whether any person in the fa mily is a member of Household Saving and 

credit ins titut ion. Thi s variable is also dichotomous taking a val ue of I for membership 

and 2 otherwise. This is believed to affect affordability in different ways. These are: as a 

source of loan for the member, as a defacto guarantor for the home owner (potential 

home owner), or else as a form of a forced Househol<i Saving scheme that helps the home 

owners save their money prior to the ownership, whieh arc all believed to affect 

al'lorciab ility in a positive way. 

I{ cn tin ~ Status (RS): this variable refers to as to whether the owner or potential owner has 

(lVill) r~ nted his/her house or not to te nants or potential tenants. It takes a va lue of I if the 

house is rented out and 2 if not. The variable is included in the analys is because the 

researcher believes that poor new home owners are frequently seen renting their housing 

units to tenants being attracted by the lucrative renting market that hi ghl y helped them 

scttle their mortgage payments and make the houses affordable to them. Though not 

legal, this source of income seems to have made the housing uni ts affo rdable to the urban 

poor. Hence, the researcher believes that this particular vari able has a positive impact on 

affordability. 
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I:inishing and Related Costs (FRC): thi s variablc rcfers to the monctary ou llay made by 

the homc owner or potential home owner to fini sh the housing un it and cover other 

rc l~lt ed costs like fees to be paid [or cont ractual agrecments for wa ter and electric 

connections, As the variable is a measure of costs it takes any positive value and is 

measured on scale level. Since the rise in this variable makes the housing units less 

affordable to the potential home owners, the researcher has a strong bel ief that this 

vari abl c is negatively related with the dependant variable, affordability, 

7(Ihle 8: Vor iah/e descriptiun 

Va riabl e Variable Expected Units of measu"cmcnt 

codes Sign 

AFF AI'[o rdability 1= Afford 

0= Can not afford 

SV Household Saving + In Birr 

!fI lS Household Size (-) I-lead count 

SX Sex +(-) I = male 

2= female 

TO Type of Occupation +( -) I = formally employed 

2= informally employed 

i\ FSF Availability of External Source '+- 1= Avai lable (can get) -

of Finance 2= Not Available (can't 

gct) 

MCSI Membership In Credit and + 1= Member 

Saving Institutions 2= Non-member 

RS Renting Status + I"" Rented (want to rent) 

2= not rented( don ' t want to 

rent) 

FRC Finishing and Related Costs (-) In Birr 

Source: Own analYS IS 
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3.2.3 . Quality 

The term qua lity 111 thi s research is deli ned in terms of the foll owing four indicators, 

wh ich are all included in the checklist. These indicators arc: 

[N13: The items included under the fo llowi ng four indicators li sted below are not 

exhausti ve li sts. If the reader is interested to know all the items used in the measurement 

of qual ity in this research it is better to refer the entire checklist which is available in the 

appendix part.] 

I. Loca tion - this refers to the maj or amenities that need to be included in a housing 

proj ect and the surrounding. It includes healthcare facilities, schools, playgrounds, sport 

field s, worsh ip places, cafes, restaurants, retail , public transport, environmental li abilities 

(;111 kinds of pollutants) that contribute negatively to quality; and others. 

2. Dcsi!.!n - This rcfcrs to the major elements that the build ing should include in it. It 

inc ludes the beauty of thc buildings in relat ion to the pre-cx isting environmcnt , the street 

pattcrns, posit ioni ng of cx ternal c1cmcnts like strcct lights, wa tcr meters, eas incss move 

about thc sitc, noise control, relationship betwcen the buildings, the way so lid waste is 

dumped, spaces fo r greenery, and etc 

3. Pu blic and shared open space, security and children '§....Jlli!.y - This is also related with 

the des ign, and it refers to the usage of all sorts of open spaces in the premises of the 

projec t. As can be seen from the name itse lf, it refel'S to the avai labi lity of open spaces 

and how these open spaces are used in the compounds. It also re lates itself to design of 

the buildings in te rms of providing the requi red security to the residents (for example, 

vis ibi lity in thc compound, avo idance of surve illance by unnecessary person, presence of 

guards . provision of play lots for childrcn anci it s security, and the like. 
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-I. Routes. Movcments and the External Environmcnt - thi s refers to the roads ancl 

pedestrian ways in the site, routcs for emergency, service deli very and other vehicles in 

cilse any th ing happcns, anc! the ex ternal environment which deal with the availability of 

enough parking spaces, and the im pact of the constructi on on the environment and the 

com munity. 
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Chapter 4 

Results and Discussion 

4. I. Descriptive Rcs uJt-s 

~ .I . I. Dcscrip ti on of Faclo rs I raving Positive Impacts on Affonlabi lity 

There arc multitudes of factors that alTeet affordab ili ty, and the researcher, thereafter, 

makes a tria l to assess the effec ts of some of these major determinants. 11 is less debatable 

thnt the poor residents of the city of Addi s Ababa are facing immense challenges in 

p;lying lor the housing units constructed by the 11-101'. li nd it is because or this that many 

of the respo ndents resorted to other sources of finan ce to pay for the advance payment 

and the installments. The result obtained li'om the respondents shows that these home 

owners and potent ial owners use varying sources of ex ternal finances to pay for the 

housing units. The sources mentioned by the subjects of the research are loan from 

peop le and bankS, gins ii'om relatives and famil y members, remitted mOlley ii'om abroad ­

and loa n li'om creelit anel saving institutions. These sources are useel or wi ll be useel at ihe 

tilll e whcn the hO llle owners received their keys or will do so. Accordingly, graph I 

slllllmarizes the respect ive shares of these sources out of 100 percent. 

Cmph I.- SOI/FCe of ErleFnal F inance 

Source: 011'17 compulation 
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As can be seen from graph I, though 3 1 percent of the respondents do not ( will not) gct 

any external source of finance fo r housing purpose, the remaining 69 percent have 

resorted into some fo rm of finance either to settl e their whole debt or their advance 

payments. Out of thi s, 28 percentage points received loans from people or banks, while · 

the 22 percentage points received some amount of gill fro m whatever source during the 

time they won the chance. 12 percentage po ints got some amount of money from 

rcmittance and the remaining 7 percentage points secured money from saving and credit 

institutions and other unmentioned sources. This clearly shows how strongly home 

olVnCJ"s and potcntia l home owners rely on external sources at ti mes when they get the 

opportunity of owning houses. Thi s fact is in line with the poverty incidence in the city 

and thc nation at large. As described in the introductory part , ORAA MP (2002) states that 

aro und SO percent oj" the dwellers earn a very small income which is less than around 8i rr 

970 per month. Hence, it is not surpri sing to see 69 percent of the respondents resorting 

to some form of external finance to settle their mortgage payments and/or their advance 

payments. 

The other factor that plays a supportive rolc in maintaini ng the income of citizens and · 

improves their ability to pay for the housing un its is the ability of the people to rent out 

their houses. Here, renting rates arc included in the li st of lilctors affecting alTordability 

bccause it is Ji-equentl y described by the respondents that it has helped them in repaying 

their mortgagcs anclmencl their li ves . Many of the poor who owned the housing units are 

rcnting thcm out ancl arc li ving in sub-standard and chcapcr houses somcwhere else. As 

onc can sec Ji-om tab le 9, the current rate of the condominium housing units is so high 

that some oj" the respondents said that it is th is lucrat ive rate that compelled them rent 

their houses to other people. Though renting the houses built by the II-lOP is ill egal, the 

res iclents are doing so and they clai m that it maintained their income by a larger exten t. 

This renting rate is so high that many people are beliefiting from this additional income. 

The rates vary considerably that the minimum one is for a studio houses, which is about 

birr 700, and the maximum one is as high as bi rr 2000 fo r two becl room houses per · 
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month . An interview made with some of the home owners reveals that it is using this 

rental income that they are paying back the money thcy borrowcd to se ttle their advance 

payments. On top of doing so, this rental income received from thc housing un its has also 

helped the residents consolidate their li ves. As per the interview made with one key 

inlormant, the income mentioned previously has greatl y helped her in educating her two 

children on top of servicing the loan she received from relatives. 

Tobie 9: Descriplion of the renting rotes 

No. Minimum Maximum Meau Std. Deviation 
Renting Rate 57 700.00 2000.00 1445.6 1 444.03594 

SOllrce : Own compu tation 

-1.1 .2. Descriptioll of Facto rs I-laving Negative Impacts on AI'fordabi lity 

The two facts rai sed previously, i.e. the ability to rent the houses and the ex ternal finance, 

arc the ones that help the home owner in one way or another afford the housing unit. The 

lirst one is the ability of some poor residents to secure income li'OIll the lucrative hous ing 

rental market, and the second one is the ability of the residents to get finance from some 

cxtcrn,i1 sources during the time they get the chance of owning homes. However, there 

are other forces playing a reversal role and holding back people from owning homes. In 

other words, there are also forces that are making the housing units less affordable to the 

urban poor. One of these is the ri sing cost of finishing the housing units. It is good that 

the absence of finishing work gives the residents the chance for finishing it the way they 

lVan1, but the cost of this work in some cases may stop some residents from owning the 

houses for cver. According to the data obtained li'om the residents, the finishing costs are 

so high that they sometimes rise up to birr 6300 per house. The finishing costs vary from 

house to house depending on its typology and the ability to pay of the owner. The 

minimum one described in the research is birr 450 for a stud io type. This minimum cost 

is lVilen the resident does not add anything except painting the walls . Therefore, it is very 

clear th at the rise in these costs has the power of making the housi ng units less affordab le 

to the urban poor. The average result calculated [rom the respondents reveals that a 

household pays around 2686 per house for finishing purpose. 
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Tohie /0: Descriplion o(lhe Finishing and lIe/aled Cosls 

No. Minimum Maximum Mean Std. Deviation 

Finishing and 
57 450.00 6300.00 2685.91 1242.47 

Related Costs 
Source: Own compu ta tion 

The other facto r that is playing a reversal role and making the housing units less 

affordable is the issue of other related costs. This variable is included in the anal ys is 

because there is a point made clear by respondents stating that there are practically some 

poor people who are renting their homes due to their inability to pay for the services 

related to it like water( toilet uses more water, and generally sanitation consumes more 

watcr and etc), electricity ( no cooking is possible using the traditional cheap ways like ' 

the I'irewood and leaves, hence the only way of cooking is using the electricity and etc), 

and solid was te collec ti on and the like. They complaincd that there is a paymcnt 1'01' every 

in and Ollt, which made them less attractive to the poor people. The data gathered from 

the respondents reveals that 83 percent of the respondents are paying more to these urban 

services than the previous time (before they came into the condominium houses). Only 17 

percent responded that they are paying the same or less than their previous units. Hence, 

it seems highly probable that this is al so among the (llctors that make the housing lInits 

less alTordable to the urban poor, at least in terms of making them less attractive. 

[Remember that the definition of affordability also includes the concept of 

WILLINGNESS, that is related to the needs of the people, not only the ability to pay,]. 

Graph 2 shows the result obtained from the survey regarding the comparisons made by 

the home owners about the related service costs of the new housing units with thei r 

previous dwelling units. 
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Gmph 2: Comparison a/related costs with the previous units 

Iho,o i. no ¥il/nilicant clillo'onco ~>-~ 

tho cos tli ato towor U~S lim o lNon tI,o proviotl s time 

r---------------.;;.;;;~:z~>'~lho co.IS a,o tlil/ ho, tills lime INnp,oviotili 83.00% 

Comparis on of Related Costs w ith Previous units 
~ Ille cos IS a r~ higl\er Ih ls lim e Ih an pre1oious 

o d,,: cos ts ~ 'e lowerth is tim e than the PIl: ";otIi ~me 

o Ille re II no Illlnir,c.nl d iJle,ence 

Source: Own computat ion 

The last, but not the least, factor that plays its part in_making the houses less affordable ~o 

the peo ple is the Cluality of some fixtures in the house. As per the information obtained 

from the kcy informant some able households make a complete replacement of the 

clectrical, kitchen and bathroom fixtures beforehand due to thei r sub-standard naturc. The 

su rvey also introduced a Cluestion regarding the Cluality of these electrica l, kitchen and 

bathroom Jixtures in terms providing the intended services. According to the response 

obta ined from the research subjects, around 75 percen t of them fee l that these material s 

are of low quality and are broken in a very sooner time after the delivery of the housing 

units. And only 2 I percent responded that they are of good quality and aro un d 4 percent 

are undecided. Accord ing to the observation made by the researcher, these materials are 

rea lly of poor Cluality and easi ly breakable. As most of them are purchased with cheaper 

pri ce they are highly preferred by the contractor to reduce the construction cost. 

60 



Graph 3: Quality of fixtllres 

no com" ,. ",-,~:-.. 
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o no com menl 

Source: Own computation 

tho fixturos a ro of low qua lity 75.4 4"4 

I-laving this in mind, let us see the impact of the aforementioned facts on affordability. f.s 

can bc seen Ii-olll tabl e I I studios and one bed room type of units are so ld at 30 and 5 

percenl, respeclivcly, Icss than the se lling pricc. The benefic iar ies of these types of units 

[lre also assumed to pay 25 percent of their monthly income to finish their loan with in 20 

ycars at 0 percent and 2 percent interest rate respecti ve ly. 

Taking thc price of the housing unit and thc associated fin ishing wo rks in to account; the 

gross current price oC the units is arou nd birr 31,000 and birr 71,400 for thc stucJio and 

singlc bed houscs, respectively. [NB: the current selling pri ces fo r thcse housing units are 

2X,200, f(lr studio and 68,700 for single bed houses. When the average fini shing cost of 

2,700, as calculated previously, is added to them the result is around 31,000 and birr 

7 1.400 birr respectively]. It is agreed that 20 percent of these prices have to be paid as an 

advance payment; and the remaining 80 percent will be amortized for the subsequent 20 

yca rs. I-Icnce, a stud io home owncr nceds to pay about 6,200 birr in advance and the 

rcmaini ng 24,800 has to be paid in 20 years time free of interest. If we spread this money 
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(2"I.X OO) (t )!" 20 yea rs tillle, the hOllle owner has to pay around 110 bi rr pe r month to olVn 

Ihc housc in tlVenly yea rs timc. And il' wc assume that Ihe hOllle owner has to pay about 

25 percent 01' hi s inco ille for the mortgage, the person should earn more than 500 bi rr per 

Illonth to be eligible for the program. This calculation does not consider the occurrence of 

inflation in the meantime. 

Using the saille logic we can also calculate the mil~imum monthly income that a single ' 

bed house owner needs to earn to own the unit. After settling the advance payment, a 

single bedroom house owner should pay around 57, I 00 birr in the 20 years time. When 

amorti zed ['or the 20 years time, the person should pay arou nd 240 birr per 1110nth. I-Ience, 

10 be eligible far thi s fo rm of housing unit, the potential home owner needs to earn an 

income or nol less Ihan 1000 birr pCI' month (because there is also a 2 percent interest rate 

('o r Ihcse dlVelling units). 

Here, the rcsearcher wants to remind the readers that around 80 percent 0[' the city 

dlVelle rs earn smaller than 970 birr per 1110nth. (ORAAM P, 2002) 

4.1.3. Inflatioll and the Price of' the housing units 

On top of al l these, the sustainab ility of the existing se lling price is still under suspicion . 

as a result of price escalation of construction materillls. Between the years of 2004 and 

2009 Ihe price of the construction materials has shown a dramatic growth of more than 

2 10 percen t (CSA, 2004 and 2009). Thi s is considered by the housing agency as the main 

challenge faced by Ihe government in providing low cost houses to the urban poor. And it 

made il vc ry dif'Ji cult l'or the governmenl 10 providc these housing units lor the poor 

seclions of' the society. The following table summarizes the average construction cost, the 

lVay the cross subs idization is be ing undertaken, the se lli ng price in meter square and 

,:lvcragc sel ling price of the hOllsing units. 
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'/ifh/e II: SIIIiIIIIW)' o/the ne ll' paYlllent schellles o/the II/D!' in / Iddis Ababa 

--
----

Typo logy Average Cross- Average Sclling pricc pcr Average 

cons trllcti o subsidizat io in 
, 

aftcr thc pricc arca 01-

n cost pcr /I 
2 

III cross- pcr 

2 subsidization housing m 
unit 

Studio 1507 30 percent 26, 8 1100 28,271 

Si ngle Bed 1507 5 percent 48 1414 68,7 19 

Double 1507 +5 percent 54,8 1728 86,713 

Bcd 
-

Tlnce Bed 1507 +10 percent 65,3 1808 108,248 

Commercia 1507 +50 percent 53 2500 1 _1_~~'92_1 
I lJni ts 

- ~- ---
SOll!"CI.:: I\d:lplc<i InHI1 the A ddis A!>:l ba IloltSlllg I\gclH.:y 

It is described previously that the IHDP is a program that utili zes a cross-subsidization as 

onc 01' the W;tys of hclping the poor own homcs, The two min imum standard homcs, the 

studio and thc single bed houses receive subsidies which is as high as 30 percent. On the 

contrary, two bed, three bed and commercia l un its pay an ex tra amount of 5 percent, 10 

percent and 50 percent respecti ve ly which is used to subsidize the pOOL This 

subsid ization is clearly seen on the sel ling price of the units, Although the construction 

cost is the same for all uni ts, this act of cross-subsidization has brought about a difference 

in selling price, This price is higher fo r commercial uni ts, 2500 birr per square meter, and . 

rela tively lower fo r studio houses, which is 11 00 bin'-per the same, 
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4.2. Regr'c ss ion Result 

As Gin bc secn from tab lc 12 only five of the eight proposed variables are included in thc 

<Inlil ys is becausc three of them are excluded as a result of the presence of strong 

coll inearit y. Thc multicol linearity result shows that there cxists a strong relationship 

betwcen the type of occupation (TOC) of the home owner or potential home owner and 

hi s/hcr scx (SX). Hence, the existence of thi s strong collinearity between the 

aforement ioncd var iables led into the drop of one of them, sex (SX) of the home owner or 

potcn till l homc owner, ou t of the model. The va rillblc is choscn to be droppcd because of 

the follow ing reason. It will be redundant to include both of these variables in the 

ana lysis as these two variables emerge as dependant on one another, which necessitates 

the inclusion of only one of them. This relationship seems to be normal because such 

rclations are usua lly stronger in developing countries, where sex affects educational 

achievement; and hence the kind of occupation the person is engaged in. In develop~n~ 

count ri es males tend to dominate the formal employment leaving the informal one to the 

women. This cou ld be the reason why, in thi s research, the two variables, TOC and SX, 

show stronger correlation. 

There are also other groups of variab les that show stronger relationship which can be 

.iustified in economic terms. Like the previous va riables, Membership in Credit and 

Saving Institutions (MCS I) and AVlli lability of Ex ternlll Source of Finance (AESF) also 

appeared to be correlated with one another. This might happen due to the reason that all 

people who are members of any credit and saving institution mobilize external finance 

from these institutions at any point in time, particularly, at the time when they get the 

houses. It may be the case that, most members answered "yes" to the availability of 

externa l source of fina nce, showing strong positive corre lation with one that questions 

their membersh ip. This, hence, compelled the researcJler to drop, once agai l1, one ofth~s!,! 

I\VO var iables and accordingly MCSI is dropped out of the model. Thi s is because any 

person \Vho is a membcr if the credit and savi ng institution can mobilize external finance. 

On 101' oj' Ihi s, AES F also refers to gifts, other loans from individuals and etc, which are 

nol includcd in MCSI. Hence, as AES F seems to be the subset of MCS I, the researcher 
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feel s that dropping MCSI is a better decision. Furthermore, the Household Size (i-II-IS) 

and Household Saving (SY) are sti ll highly correlated leading to the rejection of one of 

thcm from the model. The variab le that is dropped as a result is household size (i-II-IS). 

Thcrefore, thc regress ion is undertaken to see how the remaining fivc variables; namely, 

Household Sa ving (SY), Type of Occupation of the home owner (TO C), Avai labi li ty of 

Extcrn nl Source of Finance (AESF), Finishing and Related Costs (FRC), and ,Renting 

Swt us (RS) tlCf'cc t the dependent variable, Affordability. 

'lid,le 12: Variab les in !he Equa!ion (lnd !he regression res,," 

B S.E. Wald Df 

SV 0.008 0.002 9.447 I 

TOC(I) 2.420 0.97 1 6.208 I 

AESF(I) 2.237 1.1 30 3.9 17 I 

RS(I) 1.736 0.891 3.797 I 

FRC -0.002 0.001 13 .071 I 

Constant -0.5 17 1.425 0.132 I 
-

a Va/'lablc(s) entered on step I: SV, 1 OC, AESr, RS, I·RC. 

"'* ind icates that the vnriable is insigni fican t at 5%, but signific"a-Il t at 10%. 

Source: O WIl computation 

Sig. Exp(B) 

0.002 1.008 
0.0 13 11 .246 
0.048 9.362 
0.051** 5.675 
0.000 0.998 
0.71 1 0.597 

The rcg rcssion result shown above shows that there is another vari ab le that is to be 

dropped Ii-o m the model. This vari able, the Renting Stat us (RS), is dropped because, as 

C;tn be secn li'om tabl e 12, it is stati stically insignil'i cant at 95 percent con lidencc interval. 

'Therefore, onl y four va ri ables (SY, TOC, AESF, ancl FRC) appeared to have statistica ll y 

significa nt impact on the dependent variable, Affordabi lity. Or put in other ways, these 

are the va ri ab les whose variation impacts affordab ility. Accordingly, the following model 

is the linal result of the binary logistic regress ion: 

Logit (AFF) = -0.5 17 +0.008SV + 2.420TOC(1) +2.237 AESF(l) -0.002]<'RC 

In any logisti c regress ion result, the last col umn of the regression resu lt , as shown in taole 

12. is be lieved to bc better in explaining the impact of the variation in independent 
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va riablcs on the dependent one. I-rence, the researcher uses the Exp (B) [i .e. the expected 

value of the regress ion coeffici ents, B] to interpret the regress ion result. It explains how 

Ihe change in the four va riables (SV, TOe, AESF, and lORe ) is going to change the likely 

occurrcnce of the event (affordi ng a housing unit). 

It is clear from the above model that the non-standardized coefficient of the S V 

(Household Saving) is 0.008. However, as described previously, the researcher uses its · 

expected va lue, i.e. Exp (0.008) to see how this vari ab le affects affordabil ity. The ExjJ 

(0.008) is 1. 008 which means whenever there is a unit ri se in the Household Saving; the 

f' lmi ly is 1. 008 more li kely to affo rd the outputs of the Integratcd Housing Development 

Program. Thi s rcsult gocs in line with thc hypothcsis that Household Saving, which is 

measured in Birr, and affordabil ity are positively related in such a way that a ri se in SV 

pu ts Ihe film ily in a better posilion in affording the housing unit. Household saving, as 

delincd in the prcv ious part, is thc income left over after deducting all SOriS of expenses 

out of the total househo ld income. It is money that is put aside to be savcd and in most 

cascs it is thi s money that is used to buy house in developing countries where the chance 

of accessing housing loan is small. 

The second variable that appears to be having a significant impact on affordability is the 

Type of Occupation the Household Head is engaged in (TOC). This variable may affect · 

afTordability in different ways. First, people in the formal sector (mostl y governm-ent 

cmployees) havc stable incomes to pay for the housing unit, which makes them eligible 

10 the program. Second, fo rmall y employed people are mostly new and yo ung settlers 

(that mos tly do not have the ir own properties (houses) in the city center, as a result, most 

of them arc tenants) that makes them strongly prefer these housing units so that they 

queue up and register in the first place to be eligibl e for the program. Accordi ngly, the 

rcgression result turned out to be the same and reveals that thi s variable is among thosc 

having stati sti call y significant impact on alTordab ility. And accordingly, the result in the 

model sho ws a positi ve coeffi cient for TOe showing a positive relationship between 

affordab ility and formal employment. As can be seen from table 12, forma lly employed 
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pcople are I 1.246 ti mes more likely to afford these housing un its than the informall y 

employcd oncs. 

Thc third variab lc that has another important impact on afTordabil ity is Availabil ity of 

Extcrna l So urce of Fin.ance (AESF). Thi s variab le shows wea ther thc houschold head or 

the owner of the house has mobilized some form of finance ii'om whate ver source it is 

during the time he/she owned the housing un it. And it seems less debatable to put that the 

availabili ty of such sources of finance have positive impacts on affordability. Likewise, 

the result from the regression reveals that thi s variable, AESF, is positively related with 

the dependent variable, affordability . It shows that t!lOse people who can access finance 

fi'om the aforementioned sources are 9.362 times more likely to afford these housing 

units produced by the Integrated I-lousing Development Program (11-101') tholl those who 

can nOI access ex ternal sources of finance. 

Thc last, but not leas t, the variab le that is found to be significant in the model is Finishing 

and Rel:llcd Cos ts (FRC). Thi s cos t, as the name itse lf signifies, refers to the cost that the 

oll'ncr or potcnt ial home owner incurs to fi ni sh the housing uni ts and cover other related 

costs like fees to be paid for contractual agreements for wate r and electri c connections 

and etc. As it is a cost item, it definitely reduces the abil ity to pay of the residents or 

potential res idents for the housing units that the rHDP produces. The result given in the 

regress ion table shows that whenever there is a unit ri se in FRC, the fam ily will be 0.998 

times less likely to afford the housing units. Hence, thi s result reveals very clearl y (it can 

bc seen that the coeffi cient of the FRC variable is negative) that affordabi lity and a rise) l! 

Finishing and related costs (FRC) are negative ly related. 

Finally, :1 test is made to see the overa ll fi t of the binary logistic regress ion model using 

Ihe Il osmcr and Lcmcshow (l-I-L) lest, also ca ll ed the chi-sq uare tes t. This test is 

considered more robust than the tradi ti onal chi-squarc test, particularl y if continuous 

cO l'a riatcs ( in thi s research there arc two cont inuous covariates; namely the SV and FRC) 

:Ire in the model or sam ple size is small ( the sample size is also re latively smaller). /\ 

linding 01' non-sign ificance, as in the result below, corresponds to the researcher 
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conc luci ing the model adequately fits the data . If the H-L goodness-oF-fi t test stati st ic is 

greater than .05, as we want for we ll -fitt ing models, we Fai l to reject the null hypothes is 

tha t there is no di fferenee between observed and model-predicted val ues, implyi ng that 

the l1l odel's es timates fit the data at an acceptable level. That is, well-fitti ng models show 

non-significance on the /-I-L goodness-of-fit test, indicating model prediction is not 

significantly c1 ifTerent from observed values. This does not mean that the model 

nccessa ril y explains Illueh of the va ri ance in the dependent, onl y that however much or 

little it does explain is sign ificant. The fo llowing test result rcveals that the ovcralllllodcl 

is fit as the significance test shows non- significance (NB: 0.838 is greate r than 0.05 

which shows non-significance) showing that what the model predicts does not differ from 

the observed va lues. (The model we predicted does not differ Ii·om the observed fact s, or 

the model explains the observed facts well) 

Table j 3: Hosmer and Lemeshow Tesl 
.. -

Step Chi-square Of Sig. 

I 4.208 g 0.838 

SOll!"CL': Own comp utati on 

There is al so a need to investigate by how much strength that changes in those four 

indepencient variables (SV, TOC, AESP, and PRC) explain the change in the dependent 

var iab le (/\1 ' 17). The measures that reflect the strength of thc abi li ty of the indepenci ent 

var iab les to expla in the changes in the inciependent are Cox & Snell R Square and 

Nagelknke Iz'Square. The result of" these tests revea ls that a sizeable proportion of" the 

change in the dependent variable are triggered by the changes in the independent 

variables. Hence, the nearer the result of these two tests (particularly of the Nagelkerke R 

Square) to I shows that the model is a better one. Accord ingly, the fo llowing table shows 

that the ability of the independent variables in expla ~n ing the dependent vari able rang_es 

hetween 0.63 anci 0.84, whi ch is a resul t telling that the changes in the independent 

,·ari"bks (S V, TOC, I\[SF, and FRC) arc responsible f"or the majority of the change in 

.'\ ncmlabi Ii ty. 
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'II/hie 1·1: Model SlIlIImary 

Cox & Sncll R 
Step -2 Log likclihood Squarc Na/:clkerkc R Squarc 
I 39.291 (a) 0.630 0.839 

;1 J ~S I!lll<l(JOJl [Crllllllatcd at iteration number 8 because parameter cst llllates changed by less than .00 I . 

Source: OWIl computation 

5.3. Qua lity Mcas urcmcnt 

Writers like l(amete(2001) argue that multi directional efforts are being made by 

govcrnmcnts, likc in Zim babwe, to makc the condom ini um housing un its affordable to 

the urban poor. However, thcy arc mostly unidirectional in such a way that they locus 

only on the e~ tcrnal factors. As defined in the literature review part, these external facto rs 

are those that aim at reduci ng the price of the hous ing uni t, rather than maintaining the 

incomc of thc buycr, i.e. the in ternal factors. When one rai ses these internal lilctors, it is 

natura l to mention some of the socioeconomic factors that affect the ab ility of the 

household to afford the housing units. The measurement of affordability is, therefore, 

linked with varieties of these socioeconomic factors. The previous econometric analysis 

is dedicated to identifying some of the socioeconomic factors that are believed to be . 

having impacts on affordabil ity. However, thi s affordabil ity can also be affected by other 

extcrna l factors. Among these is the qua lity of the housing uni t. The Ethiopian 

governmcnt, as menti oned repeatedly, has tried a lot to make the housing units they 

produce afiordabl e to the urban poor th rough quality reduction and othcr innovative 

stra tegil.!s. 

Thc IIIDI' al so adopts thi s mechan ism as one mcthod to make the housing units 

afio rdablc to thi s component of the society. One simple way of ac hiev ing thi s, adopted by 

the governmcnt , is the reduction in size of the housing units. It is shown on table II that 

the studio houses have only an area of about 26 - 28 m2
, which obviously is far be low the 

area requircd by a hOllse to be labeled as habitable. This clearly indicates that the II-lOP 

utili zed a rcduction in quality as a strategy to bring down the price of these hOllsing units. 

Thi s is not the only method used by the govern ment to make the housing units affordable. 

to thc urban poor. The objective of thi s part is, therefore, to see whether thi s tri al to make 
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Ih~ hOLi sing L1nit s aflordabk to th~ urban poor has signilieanll y kd into a cUlllp rolllis~ in 

qualily. 

The resea rcher here wants to rem ind the readers Ihal, as Ihese hous ing unils are mean I for 

Ihe poor, some of the compromised qual ilies are tolerable while others are not. For 

instance, although the ORAAMP (2002) clearly states that there should be at least one car 

parking plot for a household for condom inium houses, thi s research does not necessaril y 

require each project to fulfill such criterion. This is because of the mere reason that the 

houscs are built for the poor, not for car owners. Hence, having some acceptable amount · 

of parking lot which can accommodate cars for abOllt ha lf of the households is taken -by 

Ihe researcher as having the qua lity. However, as the houses are bu ilt for liliy and sixty 

ye'lrs lime, therc are some eOIllProm ises in qua lity whi ch are quite essential and are 

indi spcnsab le lo r any household. The need to make the housing units affordable to the 

urban poor might have compromised essential qua lities; such as absence of children play 

lOIS which by no means should bc len out in designing a project, which will be 

thorough ly in ves ti gated in the subsequent part. 

Accordingly, thi s research employs the following four indicators in measuring the quality 

of the housing units produced by the 11-101', particularly of the "Abuare and Mikililand" 

sites. The indicators are: 

I. Loca ti on, 

2. Design , 

3. Public and shared open space, security and chi ldren 's play, and 

'I. Roules, Movements and the External Envi ron ment 

lh~ st:lIldards L1sed in the preparation of the checklis t L1 sed to measure quality are 

bas ica ll y prepared by the British Homes and Commun iti cs Ageney(2000, 2007)). 

Ncvertheless, as these measures do not reflect the ex isting conditions in Ethiopia in 

general , an el in Adelis Ababa in particular, the standard prepared by the ORAAMP(2002) 

arc extensive ly used to customize the Briti sh standards to the Ethiopian contex t in th is 
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n;s~~lrl:h. (N lJ: thl: l:hl:ck li st uSl:d lor this rl:Sl:a rl:h is iltlal:hl:d as an appl:ndix). Th l: 

1() llowing part di scusses the performance of the four indicators on the two selected sites, . 

";\buHre" and "Miki lilnnd" projects. 

4 .3.1. Locatioll 

Loca ti on, the firs t indicator, is not as it sounds in our day-to-day language. It is composed 

of' many measures in it. It includes support services such as healthcare facilities, worship 

places, cafes, res taurants, and retail outlets such as shops, markets, banks, post office, and 

olher cO nimerc ial centers. It also includes all sorts of non fee paying schools that run 

li'olll kindergartens to high schools, play and lei sure, and publ ic transport facilities. The 

other important component of location is the relative position of the project site in terms 

of its nearness to environmental liabilities ( all sorts of pollutants including sound 

pollution)having a negative impact on quality. Each have their respective weights given 

as fo llows: 

Support services (20 percent), Retail (20 perccnt) , Schools (IO percent), Play and leisure 

( 10 percent), Public transport (20 percent), and all sorts of Liabi liti es (20 percent) 

This index, which is meas ured out of 100 percent, turned out to be 77 percent for 

"i\buare" and 80 percent for "Miki liland" condominium site . The figure is this much 

because the "i\ bua re" site is an infill site that is located in the midd le of a built-up area 

that is rclativdy better furnished with the necessary servi ces, and the "Mikililand" site is 

a larger one that f'tdfils its own necessary services. The percentage fell to thi s level 

because of the reason that items like "play and leisure", are totall y miss ing fi'om both 

sites or they are given less emphasis during the implementation phase. There are also 

some li abilities that pollute the environment and hence reduce the quality of the site, such 

as the presence of a manufacturi ng finn around both sites in a very close distance that 

produces noise, dust, polluted water ways and others ~ 
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1'/I0'lOS: Iielatively well serviced site having zehra crossing, .foot paths, roaming 

gll{Jrc/.I', post oj/ice, and zonal and building names (upper leli photo), emission or 

POlllltOl1ts to this big neighborhood by a nearby.facIVIY (upper right photo), plal1lied 

greener)' ((nd he/ler access to hus rOllte (Ioll'er leli photo), ond no sale play groundli,,' 

clli/dren(liJll'er right photo) 
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4.3.2. Design 

Design is the second index used to measure the qua li ty of the housing units. It includes 

sub-measures like the Visual im pact (overall visual effec t and relationshi p to the local 

cha racter) carrying a weight of 33 percent, Layou t (rela ti onship of bu ildings to each 

other, open areas and the site itsclf) con tributing the same, 33 percent, and last ly 

I ,a ndscaping accounting for the balance, 33 percent , to the total measure of design. 

Having thi s as a benchmark, the "Abuare" site fulfilled on ly 23 percent of the indi cator. 

This is so low because the site lacks qualities such as street furniture , coordination of 

elements in the compound such as refuse bins, water and electricity meter boxes, easiness 

to move about in the compound li ke directions and -s igns. Some of the build ings in the 

site, as mentioned by the res idents, also suffer from absence of enough sun light during 

the day time, because of the nearness of the bui ldings to each other, ca re also does not 

secm to bc taken about thc view through windows. On top of thi s, total absence of 

1'lIldscaping is among the factors that reduced the score to 23 percent. This particular 

!;lc tor is totally mi ss ing from the proj ect and coul d lead into the creation of future dese rt 

cit)' that do not have any greenery. 

I'II(}'J'U: A vielV o/a velY disturbing and hazardous seepage through a rooI(/eji) and a 

lIell' bill broken bat/lI'uom/ixture (right) 
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In terms of the same ind icator, as given in graph 5, the "Mikil il and" perrorms better than 

"i\buure", i.e. it scores 65 percent. (The score for the Abuare site is 23 percent) . This is 

bec:\Use o f the size of the project. As the "M ikililand"projec t is bigger in size it has a 

ci etailed design that improved the overall visua l elkct of the area. This made it possible 

Jil r the better intcgmt ion or the roads, the bui ldings, the lighting system, and bring about 

belte r coordination in the area. As can bc seen from the photographs, the site is also better 

equipped with furniture like zone and building names, dircc tions and signs that makes it 

L'<lsicr lor :1 nnv conics to 1lI0VC about in the neighborhood. Landscaping is also done fo r 

the site wh ich gave it a better view for :li1 y person. 

Gmph 4: Measures o/Qualilyjur "Abuore " sile 
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Gmph 5: Measures of Quality for "Mikililand" site 
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4.3 .3. Open Space 

Open Space is tlw third index with which quality is measured in thi s research. It 

encompasses s ite sec urity (30 percent), (which includes the nature of open space planning 

in the compound , security of the open spaces, nature of the boundary setting, the way the 

build ings ~lr c grouped in terms or avoidance of surveillance by unknowns, vulnerable 

poin ts in the site), usage of shared areas on the building (20 percent), children play areas ( 

this considers the presence of children playing lots for dirferent age groups and the way 

they are designed in terms of avoiding noise poll ution and etc . 20 percent), 

characteri stics of gardens and parking areas (this refers to the way the parking lots are lit , 

availabil ity of parking for visitors, availabi lity of open spaces for gathering and festivit y, 

availabi lity of outside electricity supply and so on - 30.percent). 
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Ill' consideri ng al l these and others , the quality measurement of open spaces or the 

"/\buarc" sit e gives a we ighted average of 47 percent and 42 percent for "Mikililand" 

site, The iiletors that pulled down the result are total absence of play grounds for all age 

groups, problems of using open spaces for intended purposes, lack of wel l coordinated 

planning for open spaces and etc, 

4,3 .4. Routes, Movements, and the External Environment 

La:;i1)" there is this fourth index thm measures quality or the housing units produced by 

the 1111)' in terJ1lS of Routes, Movements, and the External I: nvironment. Thi s index, like 

~I !I the ot hers, contains many questions under it. It is divided into two parts each 

eont ri hut ing 50 pe rcent to the index. The lirst captures facts related to routcs and 

JllOVC r~lC : lls, wh ich has three parts th at eva luate the general mo vement , movement of 

vehicles <lnd pedestri ans. The second one d iagnoses the building characters, designing, 

COllst ,'uction, roads, parking, and pedestriani zation , the environment and the community. 

Accordingly, the fourth result registered 62 percent in the measurement of quality for 

"/ ,bu:! re" an,1 73 percent for "Mikililand". These results fell particularly because of the 

second sub-lxlrt, i,e, the one related to the environment. When comes to this sub-measure, 

or,[v about h~IIr of them are met for "Abuare" and 68 -percent is fulfilled for "Mikililancl" 

'''lei ti:is led into the overall hil i in result of the lourth index for the two sites, 

Tire pre vIo us lou r indices of quality show varying results but they all show a lil ll In 

l!LI~t1i { y by some amount. it is acceptable lhal such mass ive interventions that aim at 

pl'O'eiding hou:;cs Il) r tire urban poor may not necessarily i'ulJili all the measures of quality 

c" 'en at the Lt!liopi ,' u contex t. I lowe"er, ~IS we arc bu ilding lor the future, at least some 

~,,· ·~as sll<11I be r~served so that services can be prov ided whcn the ability comes and the 

neeel <Irises. B UI such 10rward looking planning mechanisms are somet imes miss ing from 

projects which may lead into problems in the future time, 
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Chapter 5 

Summat·y of Findings and Recommendations 

5.1. Summary of Findings 

It seems less debatable that every citizen needs an accommodation to reside in. Such 

questions of basic necessities are not always fulfilled in the countries of the world. The 

claim becomcs more pronounce in countries like Ethiopia, where large portion of the 

population lives under the poverty line, and in cities like Addis Ababa, where around 80 

percent 01' thc populat ion li ves in dilapidated and sub-standard houses. 

It was ,lnCr 2004 that the government rea lized that the sector needs a clear policy 

intervention to tackle this l11ultifaeeted problem. A detailed program of thi s sector, the 

II-IDI), is put in place, therefore, only after 2006. As described in the literature review 

part, the program is called " integrated" because it targets many areas such as housing 

provision, infrastructure laying, delivery of essential social services and the like. 

Accord ingly, more than 78,200 housing units have been constructed so far and made the 

same number of households home owners. The provision of the houses is accompanied 

by different forms of subsidies. The subsidies are both direct and indirect. The direct 
- - -

subsidies include subsidies on loan, extension of the payment periods, reduction in 

advance payments, availing new construction technologies and so on; while the indirect 

ones arc Cree access to public land, provision of inii'ast ructure and etc. 

/\11 Irials, as discusscd in thc previous parts, me di vided in to two, namely; the internal 

and external interventions. Many argue that both internal and external measure should be 

there to ensure the affo rdability of housing units. The internal factors are those that 

maintain the income of the household. As the name itself signifies, they are internal 

socioeconomic factors to the household. The external ones me those which are geared 

towards reducing the price of the housing units. I-laving thi s dichotomy in mind, most or 

the interventions made by the Ethiopian government are external. 
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The intcgrati on of both internal and external measures is be tter than the indiv i du ~1 1 

approaches in making the houses affo rdabl e to the urban poor. The II-lOP has much 

emph,lsis on the external ones; while the internal measures are given less attention. The 

only major internal measure aimed at the income of the buyer is the red uction in interest 

rate for stud io and single bed houses. Researchers usually reeolllmend Illyri ads of internal 

measures that help the urban poor afford such housing units. This includes targeted job 

opportuni ties, incremental housing strategies, teaching people how to save money, labour 

contribution during construction and etc. It is mentioned that the IHOP gives less or no 

due attention to these measures and only focuses on the external ones. 

This study, therefore, partly dedicates itse lf to measure the effect of these internal 

measures, some of IVhich are very spec ific to the Ethiopian context, on aflordability. The 

empirica l ana lys is reveals that in ternal fac tors li ke household sav ing, the type of 

occupation the household head is engaged in, availabi li ty of external source of finance, 

and fi ni shing and related costs are among the variables having significant impact on 

anordab ility. 

Household sav ing, wh ich encompasses the sum of savings made by all members of the 

family , is one of the variab les having significant positive impact on affordability. As 

expected, household saving and affordability turned out to be positively related, i.e. a rise 

in saving puts the fa mi ly in a better position in terms of affording the housing un its. 

A tri al is also made how affordab ility and the type of occupation of the household head 

arc related . And , it is found that formall y employed peopl e are better than the informal 

empl oyces in aflo rding the housing units the IH OP produces. The same is true for 

ava ilab ility of external source of finance. Those people who mobi lized or are in a 

posit ion to have a better capacity to afford the units. Lastly, the regression resu lt also 

revcal s tha t the linishing and related cos ts arc al so signi licant enough to affect 

al ·l(lrllabil it y. !\ ri se in these cos ts reduccs the ability of the persall to pay fo r these 

hOLlsing units. 
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When measureci descriptively, it is also unfolded that a cons ide rable portion of thc 

cllrrent home owners ha ve mobilized finances from external sources during the time they 

1V0n the chance of owning the homes. The study result reveal that 69 percent of the home 

olVncrs have used external source of finance to pay for the housing units. It is only 31 

percent o f thc home owners who so lely reli ed on their income to se rvice the ir mortgage 

and advancc payments . 

Informat ion obtained from the respondents shows that ri ses in related and fini shing costs 

coupled with the inconveniences of the housing units( particu larly for those having 

disabled fami ly members and children) are to be blamed for the decision of some home 

owner to evacuate their units and rent it to tenants. Accordingly, 83 percent of the 

respondents fee l that they are paying more that their previous housing units for the related 

services like ,.vater, e lectricity and waste collecti on ill these houses. They also complaIn 

about th c rise in monetary outlay because of the sub-standard nature of the quali ty of the 

fixturcs in the houses. These are, therefore among the factors that are making the housing 

units less affordable and less attractive to the urban poor. 

l ie nee, the result is an indication that many people, which might be as hi gh as 80 percent 

of the population in the city, can not aflord more than the single bed housing unit, which 

is obviously below the li vable area standard. 

It is desc ribed repeatedly that the housing units built by the IHOP are for the poor and 

midd le class . To achieve this objective, every possible measure has been put in place, 

which includes reduction in area, compromise in some quality issues and etc . However, 

thc qua lity measurement made by the researcher reveals that some quality measures 

whic h should never be compromi sed are seen being- done the same in these sites. The 

meas ures o f some of the indices are so small as a result of this. As the residents 

desc ribed , the houses are not suitable for ra ising children and the disabled people. There 

arc al so no or less greenery schemes in the proj ect sites . Very less emphasis is also gi ven 

to children play grounds and for a ll age groups. Although the IHOP helped many people 

to own ho mes, the absence of the aforementioned measll res of quality may make these 

hOll sing un its lcss attractive in the future. 
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5.2. Recommendations 

5.2.1. Recollllllcndations Rclated to Affordab ility: 

~ The research result clearly reveals the impact of external source of finance on 

afford ability is s ignificant. Hence, capitali zing on and encouraging social 

values, such as helping one another during times of happi ness and grief, can 

result into the improvement of the ability to pay of the urban poor. As some of 

the ex ternal sources of finance are from the saving and credit institutions 

estab li shed at office and neighborhood levels, strengthening these institutions is 

very imperative . 

~ Household sav ing is another important variable that determine afTordability. 

And, it is described in the literature review part that the poor do not have the 

tradition of saving. Hence, teaching the poor how to save money and aspire for 

the future is very essential. This can be achieved through the introduction of 

forced saving schemes along with some lessons. 

~ Practical evidences show that the houses built for the poor are being sold to the 

ri ch under the table. This, in other words, means the subsidies are reaching the 

unintended targets, the haves. Therefore, the government should raise its hands 

against such ill egal acts taking place under its eyes. 

:.- The gove rnment is usuall y heard claiming that the job creation strategy 

embedded in the If-IDP has helped people raise their income and own homes. 

Il owever, there is a doubt whether these job opportuniti es are reaching the 

lilrgct home owners or not. Hence, gearing the newly created jobs towards the 

potentia l home owners, as in South Afri ca ( desc ribed in the literature review 

part), may bear fruits in terms of enabling the poor to pay for the housing units. 

~ Putting stricter contractual agreements in place helps bring the contractors to the 

ri ght track in terms of avoiding the usage of sub-standard inputs and fixtures. 

This screens the home owners from bearing unnecessary costs because of the ' 
.. - -

mi schievous behaviors of some contractors . 

;.... Formu lating strong contractual agreement is also important to hold contractors 

account3b le for all sorts of wrong doings that fo rce thc poor pay more. For 
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Schoo ls ( IO'V.,) (Exduding fcc paying) 

I . . 12. Is there a pre-school/nursery very near (within 200m)? _ _ 00 
1.1.1 3. Is there a pre-school/nursery rairly near (between 200m and I km)? __ 

.1.14. Is there a primary school very near (within 500111)? __ BB 

.1. 15. Is there a primary school fairly near (between 500m and 1.5 km)? __ 

.1.16. Is there a secondary school wi thin I km? __ 

00 

1.1.17. Is there a secondary school more than 2km but within 5 km? __ BB 
Play and leisure (10%) 

.1.1 S. Are the re todd ler play areas wi th in sight of ramil y houses? __ -BB 

.1.19. Are there play facilities for 5 - 12yrs ve ry near (within 500m)'? __ 

.1.20. Arc there play fac ilities for 5 - 12yrs fai rl y near (between 500m and I km )? --0 

.1.2 1. /\rc there play lileiliti es lor over 12yrs very near (within 500m?) _ _ LJ 

.1.12. Are there play facilities for over 12yrs fairly near (between 500m and I km)? --0 

.1.23 . Is there a park/ public open space with in I km? - _. B 
1.1.24 . Is there a leisure/sports faci li ty (eg poo l or gym or play ing fi elds etc.) withi n I kl 

B 

Public tran spo rt (20%) 

1.1.25. Is there a bus stop very near (within 500m)? __ 

1.1 .26. Is there a bus stop fairly near (between 500m and I km)? __ 

1.1.27. Is there a tax i route very near (withi n 500m)? __ 

1.1 .28. Is there a taxi l~lirly near (between 500m to I km)? __ 

BB 
BB 

1.2: Liabilities - how close are they? (10'Yo) 

1.2. 1. [s there a refuse tip and/or ground con taminat ion within 500m7 _ _ 0 0 
1.2.2. Is there an industry generating smells or potential health hazards within 500m? -a n 
1.2.3. [s there il clere[ ict site - institutionalJind ust ri al/other within 500m7 0 
124. Ale there high voltage overhead power lines with in 500m7 __ § 
1.2.5 . Ate there pol[uted waterways withi n 250m7 __ 

[.2.G. Is the site In a sea 01 ri ver nood plaIn, withIn 3m (vel tical) rrom high wate r level? 

2 
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1.3 : Noise so ul'ces - how close arc they'! (Abse nce of all of th ese wi ll in cr ease the sco re by to 'X,) 

1.3 .1. Is there a bus route or major road with in 20m? __ 

1. 3.2. Is the re a maj or road within 50m? __ 

DD 
1. 3.3. Is th ere a motorway within 150m? _ _ BB 
1. 3.4. Is there a rail way wi thin 150m? __ 

1. 3.5 . Is there a market within the SOOm thai produces noi se? _ _ 

1.3.6. Is there industry generating noise within 150m? _ ._ 

1.3.7. Is there an outdoor leisure f[lcility (playing fi e ld , poo l, etc.) wit hin I SO m? _ _ 

2. DESIGN 

SITE: VISUAL IMPACT, LAYO UT, LANDSCA PING 

(N/A - a pplies fo r those q ues tions that d o not a pply to the site and they do not contribute to the 

to ta l and do not have an impact on the ove rall res ull) 

Vis ual Impac! - ovenrl l visua l effect and rela tionship to loca l chara cter (33%) Yes No 

N/!\ 

2.1. Does the s it e sca le and concep t fit wel l with the su rround ing area? _ _ _ I I I 
2.2. Are the buildi ngs in context wi th local bui ldings, stree t patterns (form , mass, 

detai l and materials)? __ _ I I I 
(When Ihe locer! environmenl is a/poor visual qualily enlel' nlafiJl' queslio/1.\· 2. J, 2.2 ') 

2 .3. Do the buildings enhance the local environment? _ _ ._ I I I 
2.4. Are elements associated with the overall site (lighting, street furniture , street names 

and di rection signs, curbs, benches/seats etc) well detai led , co-ord inated wi th each other and 
r--,--,-­

carefu lly located? 

2.5. Are external elements associated with the dwell ings (wa ll s and fences, garages, refuse bin , 

electricity meter boxes, drain pipes, etc) we ll detailed and co-ord inated? 

:2.6. !\re ex isting important elements (natural or man- made) protected, to g ive the 

site mat urit y? I I I 
2.7. / \I'C an y elem e~ t~ ~la t could confer a spec ial identity to the site used to do so? _ __ ~===~====~=== 
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2.8. Is it easy to understand how to enter and move about the site? __ _ [ 

Layout - relationship of buildings to each other, open areas and site (33%) 

2.9. Is overl ooking of habi tab le rooms avo ided e.g. 50% of units w ith at least 10m a 
-

way from o til e r buil d ings or pu bli c spaces, including pedes tri an routes? __ _ 

2.10. Are buildings (houses, n ats ga rages others) arranged to protect res idents from 

external noise? 

2.11. Are un its grou ped to take best advantage of loca l topograph y? __ _ 

2.12. Has best advantage been taken oCsunshi ne for views, heat and li ght in 

outdoor areas and in dwe lli ngs? __ _ 

7 13. ;\re there distan t or vari cd views li'om publi c areas? __ _ 

7 14 . [s density regulat ion respec ted durin g thc construct ion? I 
2. [5 . Are the buildings built by considering the land use oCthe mas ter plan of the city1:= 

2 . [6. [s the pri vate/shared open space enclosed within building bo undaries, well designed 

in shape, dimension and location? __ _ 

2.17. Do d ifferent pub lic areas have specific differenti ated characters? 

2. [8. Arc re fu se and bi n storage areas convenient and inconspicuous? __ _ 

:2.19 . Is cOllllllLl na l bin s torage se rviced by tap and drainage fo r cl eaning? _ _ _ 

Landscapin g - excluding private open space (33°;',) 

2 .20 . Are there ha rd surfaces o r so ft landscaping in th e scheme? 

[ [ 

I I 

I 
r I 

I I 

I 
I 
[. 

I I 

2.21 . Is thc rc var ied planting to crcate visual interest in different seasons using height, 
,-----------,--,---, 

colour, textu rc? 

2.22 . H'ls planting becn related to c li mati c cond it ions to provide wind protecti on 

and/or shade? 

2.23 . Are th ere trees in the public open areas or streets? __ _ _ 

2.24. Is screening provided for in- curti lage and grouped parking (rai ls, fences , plantil"-_-'-_ -'--_ --' 

2.25. A re pl anted/grassed areas suffici entl y large to be viable (approximately equivalent 

to a dwel ling plot)? 

2.26. Does layout of site di scou rage 'cutt ing corners' across landscape and/or 

pri vutc space? __ _ 
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2.27. Has any tri al becnmade to beauti fy thc open spaces with the ava ilable plants? 

2.28. A re hard surfaces varied - to suit re lation to buildings or identify larger 

areas with di fferent uses? 

2.29. Is landscaping ab le to be easily and cost effectivel y maintained? 

2.30. Is water (e .g. pool, stream, fountain e tc) inco rporated into the s ite and 

:lppropri8lc ly protected (o r is land is rese rved fo r thi s purpose)? 

J. SITE: OPEN SPACE 

S ite Security (30'Yo) 

3.1.1. I \ rc spaccs betwcen buildings planncd fa r speeifi c uses? _ _ _ 

3 . . 2 . Are bo un dari es between pu blie and priva te spaces c lcar') __ 

3. 1.3. A rc spaces that a re to be shared by reside nts bu t not fo r thc ge neral pu blic 

clearl y dc1ined? __ _ 

EEE 
3.1.4. Is casual intrusion by non-residents beyond elearly defined publi c areas discouraged - eg using 

barriers, 'gates', concierges or security systems? _ ._ 

3 . J .5. Is site ruute ne twork des igned to di scourage strangers and hinder escape? __ _ 

3 .1 .6. Is best advan tage taken of opportu nities for private open space? _ _ 

3 . 1.7. Do building bo undari es consist of' s trongly built wall s or railings to deter 

intruders and vandali sm? 

3. I.g . Is main entrn nce clea rl y visible and hiding places, near front doo rs and 

pedestr ian rou tes, avoided? 

3. J .9 . Docs building grouping, pos it io n of windows o r cameras a llow surve ill ance of 

unexpec ted visito rs? __ 

3.1 . 10. Does buil din g gro up ing and position o f wi ndows a ll ow supervis ion o f' 

open space and play? __ _ 

3.1. 11 . Are vul nera ble po ints on bu ildi ngs v isible by other residents or passers by? __ 

f 
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Shared areas in flat s (20%) 

3.1.12. Are flats wi th shared areas prov ided? If 'No' go to Q 3.1. 18 I 
?I 3. 1.13. Are halls and co rridors in blocks or /l ats well lit (both nat ural and artili ciallight) 

3. 1.14. Are vandal and graffi ti resistant glasslfi nishes used to 2000mm from the ground? 

3. 1.15. Is there an entry security system on main entrance that protect strangers 

from freely entering and cause problems? __ 

3. 1.16. Is there a concierge (guard) desk in the main entrance or gate of the site 

C hildren 's play (2 0%) 

:1. .1 7. Is the housing designed for houscholds wit h children? If 'No' go to Q 3.2 

3 .. 18. Arc play areas provided tor 2- 5 yea r olds wi thi n sigh t of 100% or 

tinn il y dwelli ngs? __ 

3 .. 19. Are play areas provided for 5-12 year aids - at a mi nimum of 

1 

I 

I I 

one lor 40 dwell ings? __ 

3. 1.20. Are play areas fitted with p lay equipment fo r the age group? __ I I I 

I 
1 

I 
I 

I 

3.1 .21. Is encrget ic play provided for - e.g. by adve nture playground, cycle paths, etc? _I 1 
~~==i== 

3.1.22. Are play areas and public spaces sited to avo id nui sance to neighbors? - - L---.JIL-_-'--__ 

C haracteristics of gardens Ishared open space and Car Parking p,"ovisions (30%) 

3.2. 10. Robust principal open space 

3.2. 11. Is the pa rkin g lo t secured and well lit? 

J . ~ . 1 2 . Is there an open space for social gathering or <lily fes ti vity? 

3.2. 13. Is there enough prem ise for car parking fo r each ho usehold? 

3.2.14. Is there externa l secured storage suitab le fo r large items 

(eg bicycles unused properti es) 

3.2.1 5. Is there n pa rk ing space fo r visitor parking? 

3.2 .1 G. Is there an ou tside tap wit h su itab le dra inage 

3.2.17. Is there a n outs ide electricity supply 

3.2.18. Is there a clothes drying fac ility with access path 

I 

6 

I I I 
I I I 



-I . IWUT ES, MOV EM ENTS ANI) TIII~ EXTERNAL ENVIIWNMENT 

-1.1. I{outes, llIovelllents (50'1.,) 

Grll eral 

4.1.1 . Do rou les con nect wilh Ihc slirrolinding neighborhood __ 

4.1.2. Is the hi erarchy of routes clear? __ 

4.1.3. Are road, place and building names and unit num bers clear, visible 

and legible and sited appropriately in relation to bui ldings? __ 

4. 1.4. Do routes take advantage of vistas/landmarks within or around the proj ect site? -/L_----' __ -'---_-' 

Vehicles 

4.1 .5. Are appropriate traffi c calming measures used to control veh icle speed? __ 

4.1.6 . Is vehic le segrega ti on poss ible to help pedest ri ans (e.g. young children) to 

lise safe routes? 

4.1.7. Can large, emergency or service vehicles come within 30m of all front doors 

ol'lInits or llill s? 

4. I .S. Are there spaces for refuse and service/del ive ry ve hi cles to stand without 

block ing ro utes? __ 

4. I '). Arc the rou tes we ll planned ( cl o they J'ullill tra m c regulati ons like 

visibility 

Pedestrians 

4.1. 10. Are pub li c spaces connected by clear, well lit 311d hard surface routes? _ _ LI-_---'_--'-_--' 

4.1.11. Is li ghting appropriately related to build ings and easy to main ta in? _ _ I 
-1.1.1:>. Docs position of lighting prevent' pools' of darkness where people wal k both L-_ ..L_'---_-' 

olltside '"ld in com111on parts or /l ats'! 

I I I I 4. I .13 . I\rc kc rbs dropped where foo t paths cross roads? __ _ 
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External Enviro nmcnt and layo ut (SO'X.) 

4.2. Bui lding C haracter 

4.2.1 . Does the scheme feel li ke a place wi th distinc ti vc charac ter? __ 

4.2.2. Do bu ilding exhib it architec tural quality? __ 

4. 2.3. /\re streets delined by a well-st ructured buildi ng layout? __ 

4.2.4. Do the bu ild ing andlayoul make it easy to lind you r way aro und? __ 

4.2.5. Does the scheme explo it ex ist ing buildings, landscapes or topography _ _ 

I~oad s. I'addng and I'cdestdanisation 

4.2.6. Does the bui lding layout ta ke priori ty over the roads and car parking, _ _ 

so that the highways do not dominate? 

4.2.7. Are the streets pedestrian, cycle and vehicle friendly? __ 

4.2.8. Is the car parking well integrated and situated so it supports the street scene? __ 

4.2.9. Docs the scheme integrate with ex isting roads, paths and surrounding 

deve lopment ? _ _ 

4.2.1 0. Arc public spaccs and pedestrian routes overl ooked and do they feel safe? _ _ 

Design and Co nstruction 

No 

4.2.11. Is the des ign specifi c to the scheme? __ 

4.2.12. Is public space well designed and does it have suitab le management 

arrangements in place (Like appropriate corridor usages)? _ _ 

Yes No 

EEJ 
Ycs 

4.2. 13. Do buildings or spaces outperform statutory minima, such as Building Regulations? I
L
_-'-_---' 

4.2 .1 4. Has the scheme made use of advances in con~truction in techno logy that enhance 

its performance, qua lity and attractiveness? __ 

'1.2.1 5 Do intcl'lwl spaces and layout allow lor adaptation, convcrsion or extension? _ _ 

'1.2.16 Docs thc building has an emergency exit in easc of lire outbreak-

4.2 .1 7 Does the building consider the needs of the disabled people 
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Ell vironm ent and COlllmunity 

'1. 2. 1 S Docs the dew lopl11 cnt ha w easy access to public trilll sport 'i __ 

'1.2.19 Docs the deve lopl11ent have any featu res that reduce it s environl11 enta l il11pact? __ 

4.2.20 Is there a tenure mix that renects the needs of the local community? __ 

4.2 .2 1 Is there an accoml11 odation mix that re lleets the nceds and aspirations of lhe 

loca l eO l11lllu nity? __ 

4.2.22 Docs the developl11 ent prov ide for (o r is it close to) cOl11l11 un ity facilit ies, 

such as a school, parks, play areas, shops, pubs or ca ICs? _ _ 

9 
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;\ ()lIl's tiollll 'li re to he filled by oWllers alld those who did 1I0t li se the dl:lnCe of 

oWll in g condom inium housing units of the 1111)1' 

Dear respondent, th is is a questionnaire to be Jilled by the residents or "Abuare" and 

" Mik ilil and" Condominium Sites. As the objective is to measure affordability, the 

questi ons will a lso be presented to those peo ple who d id not use the chance. The 

question na ire is used onl y for a Masters Thes is tQ be submitted to the Addi s Ababa 

Unive rsi ty, Depa rtment of Urban Deve lopment and Management. Hence, it is a 

questionna ire mean t only l'o r academ ic pu rpose and the researcher gua rantees yo u tha t no 

one wil l ha ve d irect access to yo ur personal response. As your accurate answers counts 

l(lI' the qua lity o f th e research, the researcher kind ly req uests you to provide the answers 

vcry honestly . 

Tha lli< ),0 11 ill advallce! 

I. Ca n you ai'l'ord the condomi nium housing unit s ifin case yo u ge tthc chance? 

a. Yes b. No 

2. Sex ( of the owner): 

a. Ma le 

b. Female 

3. Household size during the time yo u won the chance of the housing ullit? 

' I. Your occupati on; Pl ease spcci fy it -----------------------------

5. What is thc typc of yo ur hous ing unit ? 

a. St udi o 

b. Single beel 

c. Double bed 

d. Threc bed 

, 



G. !, lease specify yo ur monthly household disposabl e income (saved money in whatever 

Illcans) . ---------------------

7. I lavc you used other sources of income to linance the ad vance payment? 

i:I. Yc:s 

h. No 

8. I f yo ur answer for Question number 7 is "yes" specify the source. _______ _ 

(Loan, assistance li·OIll li·i cndsl fami ly membcrs, any other ex ternal source of 

Ii nance ....... ). 

9. Arc you a member of any credit and saving insti tu tion? 

a. Ycs 

b. No 

10. I I' }'ou r answer lor Ques tion !lumber R is HYcs", have YOll received credi t from them 

tl wt yo u used to acqui re the housing unit? 

a. Yes 

h. No 

I I. If yo ur 'Ill swer for Question number 9 is " Yes", how much did you use li·om thi s 

source to pay for the ad vance payment of housing un it? 

Spccily ________ _ 

12. Arc you currently li ving in your home or renting it? 

a. I am renting it. 

b. 1 am li ving in it. 

c. If yo ur answer for Question number II is choice "a", please specify the rate per 

mon th . --- -
I ~. 11011' muc h d id you pay to makc thc house ready for living (fo r fini shing 

works)? 

14. 11 011' do you assess the related costs with you r new house, (such as water bill, electri c 

bill. so li clll'aste bill ). Slate the amount _____ _ 

2 
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13. When you comp,lrc the money you pay for the se rviccs li sted in Qucstion number 14 

in Ihc ncw housing unit with your prev ious dwel ling unit (before yo u moved in to the 

condominium house) your answer wi ll be, 

a. I am paying more than the previous dwelling unit 

b. I am payi ng almost equivalent to the previous one 

c. I am paying less than before. 

16. Did you get the house on the first chance or yo u were in the wait ing li st? 

a. 1 was in the first chance 

b. 1 was in the waiting li st 

17. How do you assess the quality of sanitary and electrical fixtures in the hous ing unit? 

a. Thcy arc of poor qualitics which are broken time and aga in cven with proper ' 

hanel] ing. 

b. They me of a no rmal (good) quality 

c. No comment 

lB. Il ow much did yo u pay so fill' to change sub-standard or broken sanitary, electricity 

and Kilchen fixtures to rep lace them with a ncw one (on ly if done 

so)? -----------------

I 'J . Would you enumerale Ihc dif'iicullics you lilced so Iilr while you are li vi ng in Ihe new 

housing unit? 

20. What do you generall y recommend to overcome the problems you mentioned above? 

Thank you once again!! 

\ 
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