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Abstract 

 

This work is set out to investigate the issue of financing housing sector in Ethiopia. Thus, 

different systems of financing the housing sector in Ethiopia have been investigated with 

all its short comings. Evidences have been collected to show vividly the system of housing 

finance in Ethiopia, and its shortcomingsare seen from global experiences perspective as 

the case may be. Accordingly, this work assessed the government‟s finance system of the 

housing sector in Hawassa city and the challenges thereto as well. The bold questions have 

been, is it demand driven or how the government tries to supply law cost housing; is it 

affordable for the society of poor and middle income group, what are the different 

potentials to source finance for the housing sector? Are they all tapped to? Etc. Different 

potential sources of the finance system have also been discussed which are barred by the 

law and the practice not to venture in financing the housing sector in Ethiopia.  

 

 

Key Words: Housing Finance, Bank Loan, Government, and City 
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Chapter One 

Introduction 

1.1Background of the Study 

 

Housing not only provides physical shelter but also has significant impact on the lives of the 

dwellers in terms of skills enhancement, income generation, increased security, health, self-

confidence and human dignity. Housing finance development, therefore, plays a role in 

boosting equitable economic growth and reducing poverty through helping households build 

assets, improving living conditions, empowering the middle and lower-income population, and 

strengthening communities.( KhandakerKhalidur Rahman 1999) 

Housing is an essential need of man, which is why it is described as a sine qua none of human 

living (Yakubu 1980; Olotuah and Aiyetan 2006). Consequently, the priority accorded to the 

issue of housing is immense; to most governments, the availability of sufficient but basic 

housing for all is often stated as a priority for enhancing the social needs of the society. 

According to Onibokun (1998) and Nubi (2008), habitable housing contributes to the health, 

efficiency, social behavior and general welfare of the populace. Apart from providing man 

with shelter and security, housing plays a major role in serving as an asset (Poole 2003; 

Alhashimi and Dwyer 2004). However, the fulfillment of housing rights is largely a remote 

wish for most of developing country citizens and for Ethiopians in particular despite the recent 

concerted effort of the government. 
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For a typical house-owner, the house is a major asset in his portfolio and for many households; 

the purchase of a house represents the largest (and often only) lifelong investment and a store 

of wealth (Goodman 1989; Sheppard 1999; Malpezzi 1999; Bundick and Sellon Jr 2007; 

Dickerson 2009). Furthermore, Bardhan and Edelstein (2008) argue that housing represent a 

large proportion of a household‟s expenditure and takes up a substantial part of lifetime 

income. The provision of housing services depends mostly upon a well-functioning housing 

finance system (ibid). The consideration of acquiring a house is driven by the cost of 

acquisition and various government economic policies which could be fiscal or monetary 

(Giussani and Hadjimatheou 1991) and even depending on the economic system adopted in a 

country. It is this aspect the research attempts to care and cater for.  

The economic policy of a nation in general and the housing finance system in particular 

impacts the housing sector in major ways. Ethiopia under the Derg Regime (1974-1991) had 

underscored the sector which has negatively impacted the right to shelter of the majority. The 

Land Reform Proclamation of March 1975, and more specifically the urban land and rental 

housing nationalization proclamation had negative impact on the housing provisions in the 

major cities. The law impacted the property right of people there by scaring the private 

investors to engage in the construction and development of cities. In July 1975 under 

Proclamation No.47 all urban land, rentable houses, and apartments were also nationalized, 

with the 3 million urban residents organized into urban dwellers' associations, or kebeles. It 

was also commendable to mention that during the military regime renting houses were illegal. 

Similarly in 1986 large-scale private housing construction was prohibited and open market 

exchanges of houses wereprohibited. In addition, sales of houses were regulated by 
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government. This resulted in few houses being traded at lower prices. Many people and 

families did not have the incentive to move up, upgrade or acquire new housesresulting in 

congestion and overcrowding 

According to UN Habitat report of 2011, the current government in recent years has brought 

about major shift in its attitude to fulfill these rights; nonetheless, the finance sector has been 

under multiple problems stemming from the national economic policy and inefficiency on the 

part of the financial institutions. The national bank of the country which is entrusted with 

monetary regulation of the country does not allow private banks and private actors to finance 

the housing sector or at least it does not encourage them to do so. For example, in 2005, the 

Council of Ministers of the FDRE government formulated and approved a consolidated urban 

development policy to link together the small-scale efforts made by regional governments and 

cities since 2000. They also created the national Ministry of Work and Urban Development 

(MWUD) to guide the overall development of the country‟s urban area and conducting studies 

on its urbanization pattern within MWUD, the national urban planning institute is responsible 

for repairing physical urban development plans, the housing development bureau works 

towards the implementation of the IHDP ( Integrated Housing Development Program) 

including MSE (Micro and Small-Scale Enterprise) development program, the urban 

development support service deal with financial planning, human resource, and capital 

building,  

In view of this, therefore, it is essential to investigate problems related to the housing finance 

sector in the nation and more so in Hawassa city. It is important as well to look into the 

problem of financing the housing sector from the point of view of the government and many 
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other stakeholders. Specifically, attempt should be made to assess the factors contributed for 

the exacerbation of the problem and how best the problem can be tackle using available 

resources. Financial institutions, private investors and other stakeholders might lend a hand for 

the government to fulfill the rights of people to decent housing and affordable one. The policy 

of the government as well as the legacies of past governances might have impacted the sector 

not to flourish as it might have done under unrestricted and free systems of financial flow. 

Hence, it is commendable to look into solutions to diversify the financial source and make it 

as flexible as possible. 

1.2. Background of the Study Area 

 

Hawassa is a city in Ethiopia, on the shores of Lake Hawassa in the Great Rift Valley. Located 

270km south of Addis Ababa via DebreZeit, 130km east of Sodo, 75km north of Dilla and 

1125km north of Nairobi, Hawassa is the capital of the Southern Nations, Nationalities, and 

Peoples Regional State and is a special zone of this region. The city lies on the Trans-African 

Highway 4Cairo-Cape Town, with a latitude and longitude of 7 3′N3 8 28′ECoordinates: 7 3′N 

38 28′E and an elevation of 1708 meters. The city, which is the economic and cultural hub of 

the region, has a total area of about 50 km divided in to 8 sub-towns (kifleketema) and 32 

kebeles. Based on the Based on the 2007 census conducted by the central statistical authority 

of Ethiopia, the total population of the city is estimated to be about 157,879. (CSA, 2007). 

And according to 2007 population census result projection in 2012, the population of Hawassa 

city has reached 201,027(SNNPRS statistics office Hawassa unpublished material) 

 

http://en.wikipedia.org/wiki/Ethiopia
http://en.wikipedia.org/wiki/Lake_Awasa
http://en.wikipedia.org/wiki/Great_Rift_Valley,_Ethiopia
http://en.wikipedia.org/wiki/Addis_Ababa
http://en.wikipedia.org/wiki/Debre_Zeit
http://en.wikipedia.org/wiki/Sodo
http://en.wikipedia.org/wiki/Dilla
http://en.wikipedia.org/wiki/Nairobi
http://en.wikipedia.org/wiki/Southern_Nations,_Nationalities,_and_Peoples_Region
http://en.wikipedia.org/wiki/Southern_Nations,_Nationalities,_and_Peoples_Region
http://en.wikipedia.org/wiki/Southern_Nations,_Nationalities,_and_Peoples_Region
http://en.wikipedia.org/wiki/Cairo-Cape_Town_Highway
http://en.wikipedia.org/wiki/Cairo-Cape_Town_Highway
http://en.wikipedia.org/wiki/Cairo-Cape_Town_Highway
http://en.wikipedia.org/wiki/Cape_Town
http://tools.wmflabs.org/geohack/geohack.php?pagename=Awasa&params=7_3_N_38_28_E_region:ET-SN_type:city(125315)
http://tools.wmflabs.org/geohack/geohack.php?pagename=Awasa&params=7_3_N_38_28_E_region:ET-SN_type:city(125315)
http://tools.wmflabs.org/geohack/geohack.php?pagename=Awasa&params=7_3_N_38_28_E_region:ET-SN_type:city(125315)
http://tools.wmflabs.org/geohack/geohack.php?pagename=Awasa&params=7_3_N_38_28_E_region:ET-SN_type:city(125315)
http://tools.wmflabs.org/geohack/geohack.php?pagename=Awasa&params=7_3_N_38_28_E_region:ET-SN_type:city(125315)
http://tools.wmflabs.org/geohack/geohack.php?pagename=Awasa&params=7_3_N_38_28_E_region:ET-SN_type:city(125315)
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1.3. Statement of the Problem 

 

Poverty has been defined since after the World War II in monetary terms, using level of 

income or consumption (Grusky and Kanbur 2006; Handley Dickerson,2009) and the poor are 

considered as those below a given income/consumption level or poverty line (Lipton and 

Ravallio 1993; Handley et al 2009). However, the multidimensional approach (Subramanian 

1997), basic needs approach (Streeten 1981), the capabilities approach (Since1999) and 

human development approach (UNDP 1990) have all complemented the basic economic 

definition earlier on used For instance, according to the 2007 World Development Indicators 

(2007 World Bank publication), up to 75 percent of the population in Sub-Saharan Africa 

(SSA) live on less than US$2.00 a day. Since 1990, income poverty has fallen in all regions of 

the world except SSA; there has been an increase both in the incidence and absolute number of 

people living in income poverty. 

Hammond et al (2006b) argues that there are manifold of conditions that are contributing to 

poverty level in SSA which ranges from corruption, political instability, unfair international 

trading rules, outdated policies and laws, poor social and economic infrastructure, weak 

capital and financial markets and so forth. Out of about 300 million people living in SSA, 

almost half of the region‟s populations are living on less than US$1 a day (UNDP 2006; ILO 

2007; Handley et al 2009), Hence, poverty has major impact on the fulfillment of the right to 

housing in particular and the financial sectors in the developing countries and more so in 

Ethiopia cannot be exceptions. They are weak and ridden with corruption which impacts the 
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housing finance issues. Besides people are poor to borrow and make use of the bank loans let 

alone the limitation coming from the finance sector itself. Conventionally, particularly in the 

western world, the financial institutions grants loans equivalent to three to five times the 

annual income of potential borrowers. The point has already been made that income is 

generally low in developing economies and the majority of the populace might not even have 

bank accounts (Moss 2003). A large percentage of potential borrowers for housing acquisition 

may not qualify for the loan on this basis of this criteria or the financial institution may require 

that they raise the remainder of the amount needed from other sources possibly from family 

members or from friends. It might even be necessary to go into partnership with family 

members or friends through an equity finance model termed shared ownership (Caplinet al 

1997; Barry et al 2006, Whitehead & Yates 2007).  

It was postulated by Boleat (2008) that there is a strong correlation between economic 

development and the size of the mortgage market. The ratio of mortgage outstanding to GDP 

in Ethiopia is low compared with other emerging economies like Thailand with a ratio of 18 

percent, Malaysia 23 percent and Taiwan at 37 percent. The minimum ratio for any of the 

developed economies, which is Germany, had a ratio of 52 percent. But in case of Ethiopia 

only 1% of the total population have registered for credit. This is only 0.1% of the total 

population (center for affordable houses for Africa 2012) 

Historically, in Ethiopia, lending for housing (both development and mortgage finance) was 

carried out by a specialist lender, the Housing and Savings Bank (HSB). It was formed in 1975 

through the merger of two financial institutions, the Imperial Savings and Home Ownership 

Association, and the Savings and Mortgage Corporation of Ethiopia. For about 20 years, the 
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HSB granted long-term loans at a subsidized rate for residential housing and commercial 

building construction, purchase and renovation, time deposits and long-term borrowings. It 

was succeeded by the Construction and Business Bank (CBB), a wholly government owned 

public enterprise which has the additional mandate of universal banking. (Center for 

affordable housing finance in Africa year book 2012).   

Since its establishment, the former HSB and now the CBB has extended mortgage loans for 

the construction of just more than 30,000 residential units. For the 2011/12 financial year, 

73.4% of CBB lending went to business loans, and 26.6% went to the construction of 

residential and commercial properties. CBB offers a variety of products: working capital 

loans; residential loans for non-resident Ethiopians, salaried workers and businesses; and 

business construction loans. Mortgage loans offered by CBB require a 30% deposit and 

borrowers must be formally employed. The other major mortgage lender in the country, the 

CBE, disbursed 1, 022 million Birr mortgage loans in 2010/11, down by 19% on the previous 

year. For the 2010/11 financial year, CBE had Birr 3481.6 million loans outstanding for 

building and construction. (.Center for affordable housing finance in Africa year book 2012).   

Thus, with regard to extending loan to the housing sector it seems that the amount is getting 

smaller and banks are focusing more on business loans. The overall lending amount is also 

very small compared to the population size and housing demand. It is one thing to provide 

loan, but it is also another thing to make it more accessible. Recently accessing loan for 

housing purpose is not easy and dogged with multiple conditions. 

Mobilized deposits remain the major source of funding for banks in Ethiopia as well. There is 

no stock market in Ethiopia, and treasury bills are the only active primary securities. UN-
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Habitat Report (2011) argues that investment in the housing sector is limited due to the low 

level of domestic savings and a shortage of external resources. Occasional government bonds 

are issued to fund short-term budgetary deficits, readily taken up by the banking sector with its 

excessive liquidity. International remittances represent a huge potential finance resource for 

housing in the country. Access to credit information in Ethiopia is low, with less than 1% of 

coverage of the adult population through the public credit registry. In August 2011, a Credit 

Bureau and Credit Information System was launched, in Ethiopia which is a federal agency 

and paving the way for improved financial infrastructure. By the publication of the World 

Bank‟s 2013 Doing Business indicators, almost 25 000 individuals and 6 413 firms were 

recorded on the public credit registry, representing 0.1% of the population. (Center for 

Affordable Housing Finance in Africa Year Book, 2012).  

Recently, the government started a scheme of housing deposit which enables clients to save 

some amount of money to invest into their future housing provisions. Deposit mobilization 

with regard to housing is a commendable job on the part of the government; however, it is also 

restricted within the government scheme and government bank. The government has 

developed three housing sub-programs under the new urban housing policy and strategy 

framework. The programs include the delivery of affordable housing, the purchase of which is 

then financed with subsidized interest rates. In terms of the 40/60 saving and housing 

development sub-program, households are required to save 40 percent of the purchase price 

over five years, realizing a 5.5 percent interest on their savings. They then get a loan for the 

remaining 60 percent of the purchase price which they repay over 17 years at a rate of 7.5 

percent. The low income housing sub-program requires households to save 10 percent of the 
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purchase price for two years, realizing five percent interest on their savings. The remaining 90 

percent of the purchase price is then paid back over 25 years at a rate of 9.5 percent. The 

IHDP requires households to provide a 20 percent deposit and then a 20-year loan for the 

remaining 80 percent of the purchase price is provided at a rate of 9.5 percent. 

The government also provides what it calls real estate development support, for housing 

delivered by the private sector. In this case, the buyer is required to pay a 30 percent deposit. 

The remaining 70 percent of the purchase price is then financed with a five-year loan at 9.5 

percent. This is targeted at middle and high income households. 

Microfinance is also an important source of financing, and there are 31 registered 

microfinance institutions in Ethiopia, serving an estimated 2.7 million low income individuals. 

In 2012, some 25 MFIs were listed on the Mix Market, an online source of microfinance 

performance data andanalysis, with a total of 881,113 active borrowers and US$182.8 million 

worth of loans distributed. ACSI (Amhara Credit and Saving Institution) is the largest MFI in 

terms of its gross loan portfolio, which stands at US$169.7 million and has 775,399 active 

borrowers. The average loan is US$218. ACSI offers credit, savings and micro insurance, but 

no housing-specific loan products. (Center for Affordable Housing Finance in Africa Year 

Book, 2012). 

In an effort to increase financial inclusion in the country, Kifiya, a leading information and 

communications technology company in Ethiopia, has partnered with the Ministry of 

Communication and Information Technology to develop a mobile financial services platform, 

which will deliver mobile money and enable branchless banking, thus placing financial 

services within reach of the majority of the population. (Center for Affordable Housing 



International Faculty and Students Multi-Research Consortium                   (IFSMRC) 

 
 

Financing the Housing Sector in Ethiopia- Evidence from Hawassa City 
10 

 

finance in Africa Year Book, 2012). Thus, the mass based financial institutions‟ can be 

engaged into financing the housing sector. However, currently this potential is undermined 

and is not exploited. 

As far as affordability is concerned, just under a third of the population in Ethiopia live below 

the poverty line, and the government has committed itself to reducing poverty to 22.2% by 

2015. Spending on initiatives to address poverty rose by 70% in 2011/12. Hence, this initiative 

and policy line helps the development of the housing fiancé sector. Yet, all housing scheme 

under operation is meant to serve the middle income and high class of the society. A key 

challenge to housing affordability is therefore the absence of a diversified and flexible housing 

finance sector. Further, a high percentage of households depend on informal incomes, making 

them ineligible for formal finance. As a result, it is only the upper income groups and 

members of the Diasporas who can afford newly constructed housing built by the private 

sector in Ethiopia and government driven constructions. Cash is still the predominant form for 

purchasing formal housing, although mortgage lending is growing. Loan-to-value ratios are 

moderate: a loan by the CBB, for instance, requires that a deposit of 30% is made up front. 

Loan terms are short generally five years. Rising building material costs have negatively 

affected affordability. Thus, the schemes in place have effectively excluded the mass and the 

very poor part of the society  

With regard housing supply in Ethiopia the picture is still threatening .According to a UN-

Habitat report (2011), Ethiopia‟s housing deficit is between 900,000 and one million units in 

urban areas, and an estimated 225,000 housing units a year are required to meet the 

Millennium Development Goals by the 2015 deadline. The relative youth of Ethiopia‟s 
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population, with more than 50% under the age of 18, coupled with a population growth rate 

that could see Ethiopia‟s population reach 100 million by 2020, are putting considerable 

pressure on the demand for housing. It is estimated that only 30% of Ethiopia‟s total housing 

stock is in fair condition, while the remaining 70% is in need of total replacement. A 2007 

survey of CSA (central statistical agency) of Ethiopia noted that in Addis Ababa alone, the 

demand was for between 35,000 and 45,000 housing units to be supplied annually for 10 years 

to replace the existing dilapidated stock as well as cater for new household formation. At the 

current rate of supply, even with the progress of government housing programs, this is 

unlikely to be met, especially at the middle to lower income bands. 

A key constraint to affordable housing delivery is the inability to access land owned by the 

state. In the absence of a vibrant private sector, housing co-operatives have become the 

primary mode of housing construction in urban areas, making up over half of Addis Ababa‟s 

total formal sector housing stock up until 2005. During the Derg regime, and then under the 

new government up until the elections of 2005, co-operatives were allocated land to develop 

for their members (AACA 2006): Since then, however, no land has been given to co-

operatives. There are also very few private real estate developers in the country, and the ones 

that exist concentrate on the upper middle to high income consumers. 

Even if the government is trying to address the problem of housing supply, it is far more 

deficient and expensive to be afforded by the mass of the people. The supply is far behind 

effective demand
1
 let alone the general demand

2
 of the people. Hence, it is essential that the 

                                                           
1
Effective demand in a market is the demand for a product or service which occurs when purchasers are 

constrained in a different market. It contrasts with notional demand (general demand),  

2
 General demand is the demand that occurs when purchasers are not constrained in any other market. 
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government adopt policies and seek international help to address the problem. Given that 70% 

of the houses being lived in required complete replacement, the problem is far more difficult 

to address under the present government scheme. It is commendable to diversity and engages 

all potentials towards fulfilling this right. 

1.4. Research Questions 

Based on the above discussion and problem statement this study caters to give the answer to 

the following questions. 

1. What are the effects of housing finance dominated by the Government bank and the 

government itself? 

2. If supply of housing finance is demand-driven, to what extent are demands being met? 

3. In an effort to meet demand for housing finances, are resources being effectively 

mobilized for economic development? 

4. What are the modalities and systems to boost house financing so that it enables and 

reach the more destitute to meet their housing demands? 

5. What other organizations (private financial institutions in particular) or individuals can 

do in financing the housing sector? 

1.5. Objectives of the Study 

1.5.1 General Objective 

The principal objective of this research is to assess the existing housing financing situations 

and schemes (concerning housing providers, influencing factors and problems) and articulate 
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the drawbacks to the scheme in Ethiopia and more evidenced approach from the city of 

Hawassa.  

1.5.2. Specific Objectives 

 

The following are the specific objectives within the umbrella of the general objective stated 

here in above: 

1. To evaluate the housing finance problem in Ethiopia in general by way of taking 

Hawassa city as a sample. 

2. To understand and evaluate  the problems to enable develop sustainable financial 

programs (house financing scheme) for low income housing; 

3. To identify different sources of finance for housing in Ethiopia and in particular 

Hawassa city so that the finance source could be diversified; 

4. To assess and analyze how diversified and flexible supply of finance to the housing 

sector can be created and managed. 

1.6 Significance of the Study 

 

This research is designed to help the government of Ethiopia and the policy makers to see the 

gaps and problems with regard to financing the housing scheme. Thus, the significance is for 

the government and financial institutions to understand the gaps in financing the housing 

scheme in the nation and work towards filling up the gap. The study is designed to investigate 

the problem, solicit solutions and inform the outcome of the study to all concerned 
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stakeholders. Stakeholders, like financial institutions can learn from the Hawassa city case 

study and push policy makers to facilitate ways to engage them in financing the housing 

sector. In nutshell, the significance of this study boils down to identifying and showing 

alternative sources of financing for housing scheme in the nation.  

1.7. Scope and Limitations of the Study 

Any research concerning financing the housing sector of any country is complicated; likewise 

it is more complicated in Ethiopia. Ethiopia is a poor country yet trying to win the battle with 

poverty. One of the front line in a fight against poverty is to tackle the right to housing for the 

people. The right to housing is a right which requires resource; which poor countries fail to 

readily provide. Hence, the scope of this study is limited to identifying ways of providing 

alternative finance sources within the constraints of the nation. The scope is even limited to 

showing, identifying and suggesting alternative financial sources in Hawassa city, which 

potentially be generalized for the entire country. Such financial sources could be identified 

having regard to the needs of the society. Hence, the scope is limited to studying scenarios of 

housing finance and related problems in Hawassa city, SNNPRS.  

1.8 Organization of the Paper 

The thesis consists of five chapters which are organized as follows:  

The first chapter discusses the general background to the research in the form of introduction, 

background of the study, problem of the study, objectives, and research questions, 

significances of the study and scope and limitation of the study discussed. In the second 

chapter critical review of existing literature on the supply of housing finance, in order to 

identify key factors that have influenced the operational efficiencies and inefficiencies of their 
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housing finance supply has been taken up. Hence, the experience of other countries has been 

reviewed in here as far as financing the housing sector is concerned. In the third chapter the 

methodology of the study is discussed which include highlights of the research approach, 

research design, target population and data Collection procedure for the study in the case study 

city (Hawassa) will disused .In chapter four the result of primary and secondary data has been 

discussed in brief with tables and charts in the last chapter five is discussed the finding, 

conclusion and recommendation has been presented based on the analysis. 

 

 

 

 

 

 

 

 

 



International Faculty and Students Multi-Research Consortium                   (IFSMRC) 

 
 

Financing the Housing Sector in Ethiopia- Evidence from Hawassa City 
16 

 

Chapter Two 

Review of Relevant Literature 

 

Home has been the center and instrument for mankind's moral and material progress ever since 

the advent of civilization. Since home life affects the very foundation of an individual's life, 

the house becomes an integral part of it. The first step in house construction is collecting 

money to own a house. These days one needs to have ready cash to start house construction. 

This is a topic on which much studies have not been done in our country. The available 

literature is reviewed under the following heads. Importance of housing, problems, shortages, 

various sources of housing finance, the establishment of an efficient housing market in 

Developed Economies, the theoretical concept of finance, and sources of housing finance. 

Based on this available knowledge, the researches pursues the realities of housing condition in 

Ethiopia with particular emphasis on the sources of finance and diversifying it. 

2.1. Importance of Housing 

 

According to report of UN-Habitat, (1996) the 1948 Universal Declaration of Human Rights 

and the 1996 Istanbul resolution provides that housing is a basic human need and as such all 

people, the poor inclusive, deserve a home where they and their families can live in security 

and comfort  
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According to Lubell and Brennan (2007), households with modest means need safe, suitable 

housing that they can afford. When housing is affordable, low- and moderate income families 

are able to put nutritious food on the table, receive necessary medical care, and provide 

reliable daycare for their children. Research has shown that the stability of an affordable 

mortgage or rent can have profound effects on childhood development and school 

performance and can improve health outcomes for families and individuals  

According to KhandakerKhalidurRahman, housing not only provides physical shelter but also 

has significant impact on the lives of the people in terms of skills enhancement, income 

generation, increased security, health, self-confidence and human dignity. Housing finance 

development, therefore, plays a role in boosting equitable economic growth and reducing 

poverty through helping households build assets, improving living conditions, empowering the 

middle- and lower-income population, and strengthening communities. 

Housing is important as both a reflection and generator of social inequality. Social inequality 

is also reflected in the tenure of housing. Individuals are assessed based on their ownership 

and occupancy of different types of housing. Since tenure, described by Malpass and Murie 

1999; Balchin and Rhoden 2002; Ronald 2007 as the legal status of and the rights associated 

with housing ownership, it is being taken as the status symbol of individuals or corporate 

investors in the housing market. Furthermore, housing market behavior and housing finance is 

remarkably similar from place to place. Institutions and constraints, particularly the ratio of 

total income available for housing and other goods and services vary from one sovereign 

nation to the other but these differences do not obscure regularities in behavior. 
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According to Krishnamachari (1980) as stated impermeable of the National Housing Policy, 

shelter is a basic human need and as an intrinsic part of human settlement, is closely linked 

with the process of overall socio economic development. Though a house is essentially a place 

of dwelling, it also fulfils many important social needs of the household. Besides providing 

shelter, it creates employment, generates voluntary saving and creates a conducive condition 

needed for achieving crucial goals.  

In the opinion of Naik (1981) housing is an essential element of life for most human beings. 

The modern concept of housing does not limit the idea of housing merely to the provision of 

shelter. Housing constitutes a physical matrix in which human interaction occurs. The house 

that people live in, touch upon every facet of their lives and the society as a whole" as cited by 

Paul S. (1 983) 

According to Satyanarayana (1987), housing is an element of material culture, is one such 

device to overcome threats against physical elements or security to lives and serves as an 

important purpose by making the provision of shelter. It provides a place for the operation of 

many human activities Irrespective of place and time man is using a place of accommodation 

which is called a house. It helps people to interact within the family and with the outside 

world. 

As cited in Encyclopedia Britannica, the world housing has a general meaning covering 

conditions and statistics applying to all the dwellings of the community. It is used to refer to 

the problem created by deficiency in number or defects in conditions of the dwellings. 

Beyer (1965) states that house is a bulky, durable and permanent product, which has a fixed 

location being used only in the place where it is built. Once built, it tends to remain in 
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existence for many years long after it has served its usefulness. It becomes almost a part of the 

land. 

As stated by SwetaMisra (1996) the importance of housing was universally recognized from 

the dawn of history. With the advancement of knowledge and civilization man became 

particular about sanitation, environment, privacy and location of the house. He became 

conscious of better facilities which make his life easy and comfortable. 

Thus, the importance of housing cannot be undermined for the wellbeing of humanity, 

progress of children, security of women and over all sense of dignity of people. Responsible 

Government of different countries has already noticed the importance of such facilities to 

promote human right in general. Ethiopia as a nation and more so as a nation bitterly stung by 

poverty still harbors mountains of problems with regard to housing. It must understand the 

importance and pave all the ways for better housing and better wellbeing of its society. Above 

all, it must work hard to diversify the sources of finance to the sector of housing. 

2.2. The Problem of Housing 

 

Housing as a problem is not unique to Ethiopia. There is hardly any country whether 

developed or under developed in the world today which could justly claim to have solved this 

problem. The problem of housing in the poor or economically less developed countries 

particularly those of Asia, Far East and Africa assume a more painful complexion because 

such countries do not only have serious housing shortages, growing additional housing needs 
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and poor housing stocks, but are woefully deficient in essential services and community 

facilities  

According to J.P. Sah, housing is not a static but a growing problem Rapid urbanization 

particularly in those countries which have just begun to move along the path of economic and 

industrial development. It impels structural changes in the economy, and a drift of population 

from the rural to urban areas. As this urban ward drift of population gets accelerated, it creates 

an immediate problem of housing the migrants in the receiving urban areas. 

Fallis (1994) noted that housing problem might be focused on causes, for example, the 

housing problem might be described as being caused by “an underdeveloped mortgage 

market” because it causes the disappearance of modest rental housing. Another approach is to 

focus on outcomes. This type of definition of a housing problem, establishes a norm for 

acceptable housing.  

Kemeny (1984, 1988, and 1992), Jacobs 1999, Jacobs and Manzi (2000) argued that what is 

considered a problem is contingent on how interest groups compete against one another to 

gain acceptance of a particular definition while rejecting others. 

Malpass and Murie 1999; Mullins and Murrie 2006 contend that the left-wing view that 

housing problems of homelessness, overcrowding, disrepair and so on, originates from the 

fundamental inability of the market mechanism to deliver satisfactory accommodation in 

sufficient amounts to satisfy basic needs, especially amongst the poorer sections of the society. 
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According to Fisher and Jaffe 2003, the individual decision to rent or own is a function of the 

relative cost of owing versus renting, household demand for housing services, household 

wealth and other credit constraints and even investment demand).  

As mention by EsayasAyele Production of housing is a very expensive process. Governments 

often give less priority to the housing sector due to their shortage of investible resources. In a 

country like Ethiopia which strives to get quick return from investment it can be expected that 

the housing sector would be given a marginal position owing to the fact that a significant 

investment in the housing sector would also result in resolving social problems which the city 

is now facing. Apart from this, concerning operational problem on investment in housing, 

Ethiopia becomes one of the developing countries to allocate a very low percentage on 

housing sector, which is estimated to be 2.5% of its national income. This figure is below the 

minimum standard set by the United Nations for developing countries, which is 6% of GDP. 

As described by MeheretAyenew, with Richard Martin, for the Fin Mark Trust (July 2009) 

Ethiopia‟s growing population and rapid rate of urbanization is placing substantial pressure on 

housing, especially amongst the lower income population. The challenges for lower income 

households to acquire their own home are twofold; lack of affordable, good quality housing 

stock and the difficulty of obtaining housing finance. 

Thus, the source of the problems related to housing ranges from absence or under developed 

mortgage market, to population growth, poverty, lack of sensitivity to the need on the part of 

the government, poor planning of urbanization, under financing, or restrictive laws that deter 

people from trying out multiple options to fulfill the right to housing. Major problems noted 
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with regard to poorer countries like Ethiopia are lack of finance, lack of mortgage markets, 

poor urbanization, restrictive laws, and proper research to overcome the problem. 

2.3. Shortage of Housing 

 

According to J.P. Sah, housing is not a static but a growing problem Rapid urbanization 

particularly in those countries which have just begun to move along the path of economic and 

industrial development. It impels structural changes in the economy, and adrift of population 

from the rural to urban areas. As this urban ward drift of population gets accelerated, it creates 

an immediate problem of housing the migrants in the receiving urban areas. 

In the opinion of Agarwal (1958), Despande (1975) and Paulose (1979), the reasons for 

housing shortage include the following. The acute shortage of housing in urban areas is due to 

increase in population. House building activity has not kept pace with the increase in 

population. New houses are not built in proportion to the increase in population, but on 

account of refugee influx and industrialization, the number of old houses have been reduced. 

Despande (1975), further adds that the increase in population, increases the problem of 

managing the limited space available. Creation of space is highly expensive, space is not a 

question of where, but also a question of when.  

Aggarwal (I958) opines that due to refugee influx, the shortage of houses which was already a 

different problem became still worse and has given rise to slums.Jaigopalan (1990) is of the 

opinion that rapid industrialization has given way to squatter type housing trends in slums. In 
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the opinion of Parekh (1988) developing countries urban population accounts for 70% of 

thepopulation. 

Munjeeetal. (1990) opine that the lack of adequate housing finance is a major constraint to 

increase the housing supply. As stated in encyclopedia Britannica the high initial cost of even 

a small dwelling, the permanent and immovable character of houses when erected and the 

custom of majority of consumers, contribute to the shortage of housing 

Thus, the shortage of housing provision correlates with the problem of housing. Where there 

are poorer people, and there is massive influx to the cities, and where governments are not 

moving at the required pace to fulfill the demand for housing, then the housing shortage kicks. 

In Ethiopia in spite of migration of people from the rural to the cities, and the city people own 

growth; the pace of the hosing provision lags behind. One ought to question here then what 

ought to be done to overcome such monumental shortage of the housing sector. 

According to Solanki (1989), the means for curbing housing problem are varied. Housing 

meets the social and economic needs of the family. Therefore it is necessary that Government 

should participate actively in housing Programmes in order to accelerate the pace of 

construction of houses, particularly for the sake of economically weaker sections.Madhav Rao 

eta/. (1985) suggests a complex housing problem like ours requires a concrete national effort. 

The housing policy must not be viewed simply as an instrument for providing shelter, but 

rather as an instrument of social policy to achieve growth and social justice." 

UN-Habitat estimates that African cities become home to over 40,000 people every day (UN-

Habitat 201. Most of the world‟s largest cities with population growth rates above 5% are in 
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Africa. Such trends foresee immense strains on affordable urban housing, and exert a strong 

push on demand for it. 

In Ethiopia, according to UN Habitat report (2011) the government estimates that the current 

housing deficit is between 900,000 and 1,000,000 units in urban areas, and that only 30 per 

cent of the current housing stock is in a fair condition, with the remaining 70 per cent in need 

of total replacement. 

As mentioned in HFSS more than 70% of the urban population of Ethiopia live in unhygienic 

congested and inhuman condition. (Oramp, 2001/2002, CSA census 1994.). Apart from the 

poor quality, acute shortage characterizes the housing situation in Ethiopia. Therefore, there is 

a need for the government of Ethiopia to consolidate all efforts to win the problem. Most 

importantly, it needs to work hard to enable diversified source of finance. 

2.4. Mechanism for the Establishment of an Efficient Housing Market 

The consideration given to shelter in the hierarchy of needs appear to have made housing 

problem so unique in the lives of individuals and even governments. While emphasis is laid on 

quality in some societies, the quantity available to the populace is more important in some 

other societies (Malpass and Murie 1999). The importance attached to housing problems by 

different governments have resulted in the housing policy adopted which can either be 

institutional (comprehensive or residual) social in nature.  

Donnison and Ungerson (1982) and Ronald (2007) describe institutional / comprehensive 

housing policy as a situation where provision of housing becomes the responsibility of 

governments and the residual / social housing policy is when governments supports those that 

cannot compete in the housing market to acquire one. 
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However, Fallis (1994) noted that housing problem might be focused on causes, for example, 

the housing problem might be described as being caused by “an underdeveloped mortgage 

market” because it causes the disappearance of modest rental housing. Another approach is to 

focus on outcomes. This type of definition of a housing problem, establishes a norm for 

acceptable housing. Kemeny (1984, 1988, and 1992), Jacobs 1999, Jacobs and Manzi (2000) 

argued that what is considered a problem is contingent on how interest groups compete against 

one another to gain acceptance of a particular definition while rejecting others. There were 

various reasons deduced as causes of housing problems. The most important reason has been 

the variation between the price of habitable and decent accommodation and percentage of 

individuals that can afford it, either as a tenant or as a mortgagee 

(In the long term, market forces and government intervention determines the specific size of 

each of the housing tenures while the socio-political system that is in operation provides the 

arena, in the shorter term, in which the relationships between the market and policy develops 

(Great Britain 1977).(Malpass and Murie 1999; Balchin and Rhoden 2002). These interactions 

resulted in the amount, quality and location of housing, which consumers can obtain, depends 

upon their ability to pay. Then, the issue of price and affordability is central to housing 

problem. 

The perceptions of housing problems vary according to the standpoint of the beholder. 

Different interests and perceptions generate different analyses and policy proposals. Thus on 

the right-wing, it is argued that state intervention is the cause of housing problems rather than 

the solution to them, which has been dominant in Britain and the UnitedStates. Rent control in 

the private sector has long been blamed for the decline of this provision (Malpass and Murie 
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1999; Mullins and Murrie 2006). However, the left-wing view that housing problems of 

homelessness, overcrowding, disrepair and so on, originates from the fundamental inability of 

the market mechanism to deliver satisfactory accommodation in sufficient amounts to satisfy 

basic needs, especially amongst the poorer sections of the society. In the discussion of 

economics of tenure choice, each country has its unique approach. 

The typical US approach focuses on the joint determination of tenure choice and housing 

demand (Fisher and Jaffe 2003). In Europe, the emphasis has been on supply consideration 

since housing is held in short supply and it is consistent with the policy of housing provisions 

for its citizenry by the governments (Galster 1997; Yates andWhitehead 1998; Whitehead 

2002; Fisher and Jaffe 2003). However, most of the tenure choice literature examines the 

micro -level behavior until lately when comparative studies are being introduced. Variation in 

homeownership rates across markets are likely to be functions of variation in demand, supply 

and possibly availability of input‟s to the housing sector, for example land (Fisher and Jaffe 

2003). 

The individual decision to rent or own is a function of the relative cost of owing versus 

renting, household demand for housing services, household wealth and other credit constraints 

and even investment demand. Fisher and Jaffe 2003. Traditionally, proxies for household 

wealth like investment, income, age and education are used to predict access to 

homeownership (Haurin 1991; Goodman 1988). In the recent past, the literature has started 

addressing inter-temporal decision-making with respect to mobility and tenure choice (Zorn 

1988; Kan 2000) and portfolio decisions (Haurin 1991). Other studies include differences in 

the propensity to own across regions in the US (Coulson 2002), Chen and Wu (1997) for 
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Taiwan, Bourassa (1995 & 2006) for Australia, Zorn (1988) for Korea, Maki (1993) for Japan 

and Arimah (1997) for Nigeria. 

The relevance of property rights to forms of ownership and ownership structures in the 

developed economies are to be explored. In response to this situation, World Bank-supported 

“Poverty Reduction Strategies” are being adopted in many SSA countries. Their aim is to 

lessen poverty and promote economic growth. Such efforts have begun to result in improved 

macroeconomic stability, a reining in of inflation, a lowering of interest rates and a lessening 

of fiscal deficits. Moreover, SSA‟s financial markets are starting to be developed and 

liberalized (d‟Cruz and Satterthwaite, 2004; DFID website, 2004; Senbet and Otchere, 2005).  

Senbet and Otchere (2005) have noted the importance of increasing the development of capital 

markets and accelerating financial sector reforms as a means of integrating Africa into the 

global financial economy in order to attract international capital. SSA countries must therefore 

continue to pursue interest rate liberalizations, the removal of credit ceilings, the restructuring 

and privatization of state-owned banks, the introduction of a variety of measures to promote 

development of financial markets, including money and stock markets and private banking 

systems, along with improving banking supervisory and regulatory schemes. 

Therefore, the recommendation perfectly works for Ethiopia as well. It needs to pursue 

interest rate liberalizations, the removal of credit ceilings, the restructuring and privatization of 

state-owned banks, the introduction of a variety of measures to promote development of 

financial markets, including money and stock markets and private banking systems, along with 

improving banking supervisory and regulatory schemes. Further, it must revise restrictive laws 

and enable the private banking sector and other sources of finance to freely engage in 
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providing with capital the finance sector. The government dominated housing sector finance 

system is not only unsustainable but also limiting of the potential already available in the 

nation. 

2.5. The Theoretical Concept of Finance 

The literature on finance reveals that there are only two broad types of finance available: debt 

and equity finance. Financing of a project either by debt or equity depends on the 

characteristics of assets being financed and transaction cost reasoning suggests the use of debt 

to finance re-deployable assets and equity used to finance non re-deployable assets 

(Williamson 1988). Furthermore, Jensen and Meckling (1976) in the study of theory of firms 

argue that debts are utilized if the ability to exploit potentially profitable investment 

opportunities is limited by the resources of the owner. Debt finance yields a fixed return to its 

suppliers in states when the firm is not bankrupt (that is, the firm has sufficient funds to make 

the fixed payment) (Edwards and Fischer 1994). Bank lending as a form of debt can be 

categorized into two: either as asset specific or corporate loans (Crosby et al2000). Again, the 

debt can be either secured or unsecured. 

However, equity finance gives its suppliers the right to the firm‟s residual returns after 

payments to the suppliers of debt finance, and in addition, the right to vote on decisions 

concerning the firm‟s operation in states when a firm is not bankrupt. When the firm goes 

bankrupt, limited liability provisions mean that suppliers of equity receive nothing. In such 

state, they even loose the right to make decisions about the firm‟s operations in such states. In 

situation of non-bankruptcy, suppliers of equity finance have the right to the firm‟s residual 
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return; they do not have the right to receive a fixed payment in every period which may be 

yearly or half-yearly  

Edwards and Fischer 1994; Toby 2006. On the other hand, Cranston (2002) and Tirole (2006) 

classify debt finance into short-term and long-term. Short-term debt finance instruments 

includes bank overdraft, commercial papers and short-term trade credit and long-term debt 

finance instruments includes housing loans, mortgages and other forms of informal credit 

transactions. In the context of the developing world, debt finance can be obtained from formal 

financial institutions like banks, micro-finance arrangements, indigenous moneylenders, 

family members, employers and government  

(Nubi 2005). Heffernan (2003) and Tirole (2006) argued that financial instruments vary 

widely according to the characteristic of term to maturity. Sight deposits at banks have zero 

term to maturity, as they can be withdrawn on demand. Consequently, equity has no 

redemption date and therefore possesses an infinite term to maturity. 

One of the biggest problems faced by the banking sector is lack of information about the 

promoters and the projects to be financed with the bank facilities (Guzman 2000; Djankov et 

al 2007), to determine whether the borrowers will be able to pay the principal and interest 

when they fall due 

Altman and Saunders (1998) highlighted the array of information on various borrowers‟ 

details to include their character (reputation), capital (leverage), capacity (volatility of 

earnings) and collateral. However, Mints (2006) limited the borrowers required information to 

“the three C‟s of lending” which are collateral factor, capacity factor and credit factor, which 

are all relevant to lending in both developed and emerging economies. 
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Housing Finance is a major factor determining the quality and tenure of housing consumption, 

the overall financial portfolio of the public and the stability and effectiveness of the financial 

system (Diamond and Lea 1992a). Struyk and Turner (1986) and Stephens (2000 & 2002) 

argued that housing finance plays an important role in shaping each country‟s wider housing 

system and the housing system takes important social and economic consequences. Then, it 

follows that the development of a viable housing finance system is of utmost importance in the 

developing economies. 

2.6. Housing Finance in Developed Economies 

 

Housing Finance is a major factor determining the quality and tenure of housing consumption, 

the overall financial portfolio of the public and the stability and effectiveness of the financial 

system (Diamond and Lea 1992a). Struyk and Turner (1986) and Stephens (2000 & 2002) 

argued that housing finance plays an important role in shaping each country‟s wider housing 

system and the housing system takes important social and economic consequences. Then, it 

follows that the development of a viable housing finance system is of utmost importance in the 

developed economies. 

By the end of 2001, the total volume of outstanding mortgage loans in the European Union 

(EU) exceeded 3.9 trillion euro, which translates to around 40% of total bank lending in 

Europe and 40% of GDP in the EU (Manning 2002; Akinwunmi et al 2007). 

The US Mortgage Intermediation System (USMIS) is one of the largest and most sophisticated 

financial systems in the world with US$8.8 trillion mortgage debt outstanding at the third 



International Faculty and Students Multi-Research Consortium                   (IFSMRC) 

 
 

Financing the Housing Sector in Ethiopia- Evidence from Hawassa City 
31 

 

quarter of 2005, which translates to about 70 percent of the nominal GDP (Cho 2007). By the 

end of 2003, the three Government-Sponsored 

Enterprises (GSEs) namely: Federal National Mortgage Association (Fannie Mae), Federal 

Home Loan Mortgage Corporation (Freddie Mae) and the Federal Home Loan Bank (FHLB) 

System hold/insure more than $3.6 trillion in primarily mortgage-related assets (Green and 

Wachter 2005). However, Lucas and McDonald (2006) noted that Fannie Mae and Freddie 

Mac assume a significant amount of interest and prepayment risk and all of the credit risk for 

about half of the $8 trillion U.S. residential mortgage market. 

Thus, the massive nature of the finance of the sector in developed economy shows that the 

developing countries are far behind, thereby far behind in the provision of houses which are 

the main necessity of people, basic need! 

 

2.7. Sources of Housing Finance 

 

In the opinion of Mathur as cited by Paul (1983), the financial burden of investment housing is 

generally very heavy, when the owner does not have sufficient funds available to pay for the 

site and the entire cost of construction, one must make arrangements to obtain funds from 

some other sources. 

Barness (1954) says that the problem of rising the money arises irrespective of the method one 

builds a house. Most of the people would find it impossible or would not choose to pay down 

the total sum to cover the whole cost. They therefore seek to raise a loan on mortgage from a 
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local authority or a building society or an insurance company. Agan (1 966) opines that there 

are two ways to buy a house. One is to pay for outright in cash; the other is to make a down 

payment and to cover the balance with a mortgage which will be paid out of future income. 

In the opinion of Nickell and Dorsey (1976), the three methods of financing home ownership 

are cash, cash and credit and contract method. Naik (1981) is of the opinion that housing loans 

are usually advanced against, the security of mortgage of land and the building to be 

constructed with the loan. Housing finance is therefore mortgage finance. 

According to Munjee .et al. (1990), India's progress towards the strategy of housing 

development may be measured by institutional processes that began in 1970s. An apex 

financial institution, the Housing and Urban Development Corporation was entrusted with 

financing various house building agencies. Households were encouraged to form primary co-

operative housing societies. These societies in turn were funded Finance Corporation (HDFC) 

as a specialized lender of household through LIC which sets aside for this purpose a particular 

quantum of the resource. Housing finance as a financial intermediation process commenced 

only in 1977 with the establishment of Housing development. 

According to Harichandran (1989), the objectives of the National Housing Policy include 

motivation to help people particularly the houseless to secure for themselves affordable 

shelter, to promote investment in Housing in order to achieve a sustained growth of nation's 

housing stock. 

Bank established in July 1988 aimed at meeting the challenge by mobilization of household 

savings through Home Loan Account Scheme, facilitating easy access to institutional credit 
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for housing, and the continuing concern for affordability of housing by different income 

groups. 

Therefore, there could be multiple options to secure finance for housing. However, most 

importantly the finance sector is the primal source of providing fund for housing. Different 

people may choose different modes of funding their housing need. Thus, the government and 

the private sector must study and cater the needs of the people who want to construct or rent 

house within their means.  

2.8. Housing Finance and Micro-finance Institutions 

 

The government of Ethiopia approved the operations of MFIs through the issuance of the 

microfinance legislation in 1996 (proclamation 40/96) with the aim of availing financial 

services such as micro loans, micro-saving, money transfer and leasing to the poor (Peck and 

Johannes, 2009; Wolday, 2008). 

According to Chipungu, (2005).public finance is rather inadequate to remedy the housing 

problems of the poor, whilst the private sector is infamous in avoiding the urban poor as they 

cannot afford to borrow money from these institutions due to lack of collateral security, lack 

of steady income, perceived high default risks and high transaction costs  

According to the report of UN-Habitat, (2005). Housing micro finance institution loan 

products have grown considerable and have attained a prominent position among 

organizations addressing the shelter needs of the urban poor in many cities of the developing 

world. They have responded to the needs of un-banked and under-banked people in society. 
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Dowla and Alamgir, (2003) Early micro finance lending was solely meant for enterprise 

development. As enterprise lending was expanding in the mid-1980s, MFIs (Micro Finance 

Institution) expanded their portfolio to offer specialized HMF loan products for home 

improvement and new housing construction.  

According to Schreimer, (2000) housing microfinance loan products were initiated basically 

by the preserve of the Non-Governmental Organizations (NGOs) that worked in housing and 

urban development activities that sought to defend the rights of the poor to equitable access to 

land, housing infrastructure and services. 

According to Michael Kihato (Jan2013) there are limited options for financing home 

acquisitions for middle and lower income earning individuals”. Microfinance, specifically 

housing microfinance offers an alternative method of financing home acquisition through its 

support of incremental building methodologies. Taking out loans they can afford, borrowers 

build their housing step-by-step, loan-by-loan, “one wall at a time 

2.9. Policy and Regulations 

 

There are plenty of laws and regulation that govern the provision of housing including the 

owing and transfer of the same. During the derg time, Proclamation no.47/1975 nationalized 

all urban land and extra houses, high-rise apartments and office buildings without any 

compensation. The main target of the proclamation was to get rid of the right of landlords. The 

most important immediate effects of the proclamation were a regressive reduction on the 

amount of rent by 50 per cent for tenants who were paying a monthly rent less than 144 birr. 
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/the then price 1USD -2.07Birr/ then the government has a direct involvement in the sphere of 

housing provision. 

As far as the production of new dwelling houses is concerned different programs undertook 

the provision of housing and at the beginning the government allocated budget to construct 

newly rental dwelling houses, which are administered by the Agency for the Administration of 

Rental Houses (AARH). On the other hand, self-help and assisted self-help housing as well as 

housing cooperatives flourished to assist the low -income group. Low -income people, 

whether they are worked in formal or informal sector, offered a house plan free of charge and 

technical assistance from the government. The applicants were also be able to get loan from 

governmental bank (Housing and Construction Bank HCB) with reduced interest rate of 6 and 

4.5 per cent for self-help housing and housing cooperatives respectively. 

Currently, an urban housing policy and strategy has been developed and is awaiting approval. 

Housing is included under the Ministry of Urban Development and Construction, and falls 

under the Land and Housing Development Coordinating Bureau. The Bureau‟s mandate is to 

implement housing policy, strategy and programs, and specifically the IHDP. The draft policy 

includes eight specific approaches to address the housing shortage in urban areas. These 

include the IHDP, the various savings and mortgage schemes, the construction of rental 

housing for low income households and accommodation for university professors, and infill 

housing in industrial areas. 

In June 2013 it was reported that a bill to regulate the rental sector was under consideration. 

Of the estimated 600,000 families living in rental accommodation, 373,000 rent from the 

government. Some 70% of government rental housing is made from mud and wood. The new 
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bill would regulate housing standards as well as rental relationships. Two other pieces of 

legislation are also under consideration: a real estate law and a law that penalizes those who 

unlawfully register or take a house. It was expected that these would all three go before 

parliament in the next financial year. 

It is therefore important to investigate factors that affect the supply of housing finance in in 

Ethiopia. The government needs to enact laws and policies that enable the informal sector to 

engage in provision of finance towards housing sector. The government also might consider 

the constitutional rights of people to housing and hence translate such rights into action. 

 

Chapter Three 

Methodology of the Study 

3.1. Research Methodology Employed 

 

The methodology adopted in this investigation is mixed method of research. It is considered as 

a research design and method of inquiry that dictates the direction of the collection and data 

analysis whereby the collection and analysis of data has a mix of quantitative and qualitative 

research processes (Creswell and Plano Clark 2007). Therefore, the data analysis for this 

research has largely been quantitative in nature. This is due to the fact that various studies in 

the area of housing finance have been mainly qualitative and descriptive in nature (Warnock 

and Warnock 2008). This study being investigative in nature, using quantitative approach for 
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data analysis would enable the research to extract the variables that drives housing in the city 

of Hawassa 

 

The aim of this research is to investigate financing of the housing sector in Ethiopia by taking 

evidence from Hawassa city. The research approaches of this study are a mixed methodology 

design. The design represents the highest degree of mixing paradigms of the two designs. The 

research has mixed the aspects of the quantitative and qualitative approach for data collection 

and analysis that enabled the research to extract the variables that drives housing finance 

supply in Hawassa. The finding has been analyzed in terms of the national housing finance 

policy. The data collections mainly focused on expert opinions via qualitative research 

methods to enable us investigate the problems of housing sector and solicit solutions thereto. 

The data is sourced from all stakeholders, especially, housing agency, CBE officials, Private 

bank managers, investors and beneficiaries or would be beneficiaries of the housing scheme, 

especially vulnerable groups, like women, youngsters, elders etc.  The data collection also 

included insight into the possibility of engaging micro-finance institutions‟ into the housing 

sector. Therefore inquiry was made into such organizations. It was also within the objective of 

the researcher to make quantitative studies among people who are in need of financing support 

scheme for housing. This was done by administering questionnaire to people who are selected 

randomly from civil servants, merchants, residents, people who are engaged informal 

business, and students. 
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3.2. Sampling Procedure 

3.2.1. Selection of the Study Area 

 

The researcher selected Hawassa city as a study area for the following reasons. Hawassa city 

is one of the most vibrant cities in the country and is on ever expanding. It has exhibited acute 

housing problem as well. It is the political sit of the regional government, SNNPR. The fact 

that it is the capital city of the regional government, attracted a host of people to come and live 

in it in search of better job and better opportunities.  

Given that the city is opening up opportunities in terms of education, and employment the 

number of residents cramped together is increasing on alarming rate. The fact of the housing 

problem is also attendant to it. Hawassa city is in a way a model city to show the housing 

problem of even in bigger scenario to the whole nation. The government is trying to address 

the problem by constructing condominium houses. However, the financing sector is still 

dogged with host of problems. Hawassacity could give us a representative data to tackle the 

problem or address the problem as one of the biggest city of the country. Hawassa, where one 

can find a number of private banks and hosts of investors is also an ideal place to study the 

view of the bankers and the investors if they could have a hand in financing the housing 

sector. It is also an ideal city to investigate and assess what is being done on the part of the 

government to address the problem of financing the housing sector. The city could easily give 

insight as to the plight of the people in search of decent housing.  
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Thus, a conscious choice is made to study the city in terms of the housing sector problem. The 

researcher being born and raised in city has a firsthand observatory advantage on the problem 

of housing and the plight of the people. The researcher has been also working in the finance 

sector and brought in her practical experience to evaluate the provision of finance in the 

housing sector. 

 

 

 

 

 

 

 

Picture no 3.1, 

 Study Area  
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Source: Ethiopian Mapping Agency  

3.2.2. Sampling Design 

 

Thesampling design which is employed for interviewing is stratified random sampling. Thus, 

the author chose two target groups; these are financial institutions and housing agency of 

Ethiopia for qualitative study. Accordingly, key informants working with housing agency and 

officials/experts from different private banks and government banks are selected purposively 

to collect data. As far as the financial institutions are concerned, out of total 3 government 

banks located in Hawassa city; 2 banks are chosen by census sampling method; this is because 

only this two banks are engaged in the housing finance sector. To make appropriate inquiries 

here the researcher used interviews. And from 14 private banks available in the nation and 

represented in Hawassa City; the researcher selected all 14 banks and distributed 
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questionnaires for the 14 banks but at the end of the time only 12 banks returned the 

questionnaires with the expected feedbacks.The questioners are designed to collect data at two 

levels, first part includes general information about the banks and the second one includes the 

participation of the housing finance sector and impact of this. The questionnaires include some 

open ended questions to include the view of the bankers and the management circle. 

3.3. Methods of Data Sources and Collection 

 

Financing the housing sector is a complex business which can be studied in a number of 

different ways of a result the data was gathered from primary and secondary sources. 

Secondary data was used to understand the demand and supply of housing finance in the area 

and the challenges thereto; and the issue of affordability of the existing housing finance 

scheme. Data collection is done via semi- structured questioner to identify the demand for 

housing, the challenge and the supply and affordability of the existing financing scheme and 

the availability of fund .The form of data collection followed an interview format based on 

face to face discussion. 

On the other hand, in order to study the population and their demand for housing, the 

researcher used sampling Method (infinite sampling). Thus, questioners were distributed 

gather data for the quantitative analysis. 

Sample size will be determined by the following statistical formula (Where population of the 

study is infinite) 

n= p/(1 p(z/e)2) 
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Where 

P=total population or degree of variability  

n=Sample Size  

e=error or confident level (95%) 

z=standard of normal value  

n=0.5/(1 0.5(1.96/0.05)2) 

n=384.16 

n=384 

The researcher distributesthe total number of 384 questionnaires and collected only 282 

whichare 74 % of the respondent. 

The questionnaires‟ contains three parts. The first parts deals with the demography 

characteristics of the respondents and the second and third parts deals with the sours of tenure 

of the house and source of housing finance respectively. 

3.4. Validity and Reliability of Tools Used for Data Collection 

 

The overall goal of this research is to explain and accurately communicate the real experience 

of the target population. This study applied appropriate mechanisms to collect important 

information on the existing situation from sample respondents. The research questionnaires 

were originally prepared in English. It was carefully articulated to ensure clarity, to avoid bias 
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and to get reliable information. The form of data collection has adopted an interview format in 

a face to face discussion with the respondents. The unit of analyses is individuals .Four 

enumerators were recruited from Hawassa city, largely university students and were trained 

for two days in the methods of data collection, language use and protocols of approaching 

targets .The researcher has been explaining the content of the questioners to the enumerator 

and their imported meanings beyond the letters of the questions. Continuous supervision was 

made to reduce errors during data collection and correct possible errors right on the spot. 

3.5 Data Analysis 

 

In this study, data is analyzed using both quantitative and qualitative statistical procedures; to 

analyze the collected data from interview; qualitative description method has been used. The 

information has been presented in, charts tables percentage methods on the bases of 

applicability. Quantitative method of data analysis was used to identify the demand and supply 

of housing finance in the Hawassa city. The qualitative information was analyzed through 

descriptive statics like percentage, chi-square tests, mean, and standard deviation whenever 

necessary. The important statistical measure that were used to summarize and categorized the 

research data is percentages, frequencies, and chi; both the qualitative and quantitative data 

were analyzed by using SPSS (statistical package for social sciences) version 20 and hence the 

multi colloniarity effect of the variables was also identified. 
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Chapter Four 

Result and Discussion 

4.1 General Characteristics of the Respondents 

Part One 

4.2. Discussion under the Table of Demographic Characteristics and 

Tenure 

Table 4.1 Age and Tenure 

 

Age Category  Total sample Own Rent 

N % N % N % 

18-29 111 39.4 21 18.9 90 81.1 

30-39 114 40.4 40 35.1 74 64.9 

40-49 43 15.2 28 65.1 15 39.4 

50-59 14 5 13 92.9 1 7.1 

Total 282 100 102 36.2 180 63.8 

Souses: own survey 2014 

 

As shown in table 1, most of my respondent about 79.8% ranges between the age of 18 -39 years 

which implies that most civil servant and self-employed peoples are young and they are at their 

productive age. This is because Ethiopia is the country of young and this is the same for Hawassa. 
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Out of this young people around 27.1% of the respondents have their own houses which is very 

low and. from the total respondent only 36.2 % of the respondent have their own houses and most 

of them are above 40 years old almost 89% of them have their own house. Hence, generally age 

and owning house are directly related in our case and most of young people live in rental houses 

than that of old (aged) people which has impact on the economic development of the country and 

the productivity of the young people. The youngster group needs to feel secure and cultivate the 

sense of belongingness to the nation which aspires to develop very quickly. Any development plan 

which neglects the interest of this group is doomed to fail utterly. Hence, the housing scheme and 

financing the same must target this age group (young people). The data reveals that the 

youngsters are predominantly in need of housing and diversified sources of financing the same 

 

Table 4.2 Gender and Tenure 

 

Gender Category  Total sample Own Rent 

N % N % N % 

Male 178 63.1 54 30.3 124 69.7 

Female  104 36.9 48 46.2 56 53.8 

Total  282 100 102 36.2 180 63.8 

Souses: own survey 2014 

 

Table 2 shows respondents in terms of sex. It is mostly dominated by men i.e. 63.1% of the 
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respondents are men and the rest 36.9% of them are women. Hence, women are not in the working 

class as it ought to be the case. From the total male respondent almost 70% of them have no 

houses of their own houses and out of the total female respondent 53.8 of the respondent live in 

rental houses. Which indicate there is housing finance demand in both sex group both male and 

female 

 

Table 4.3 Marital States and Tenure 

 

Marital status   Total sample Own Rent 

N % N % N % 

Single  127 45 20 15.7 107 84.3 

Married  139 49.3 74 53.8 65 46.8 

Divorced   8 2.8 2 25 6 75 

Widow  8 2.8 6 25 2 75 

Total 282 100 102 36.2 180 63.8 

Souses: own survey 2014 

 

Table No. 3 above depicts the marital states of the respondents. Most of the respondents are 

married that is 49.3% of the total respondents are married while 45 % out of the total married 

people respondent 53.8% of the respondent have their own house and the rest 46.8% of the 

respondent live in rental houses. Whereas the youngster and the non-married people are 84.3% 

of the respondents and they live in rental houses. Hence, married people with family require 
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housing very urgently. Children‟s sensitive need for decent housing requires urgent 

addressing. Priority needs to be given to married couples especially with children while 

designing and executing housing policy. The financial arrangement to meet these rights must 

also go hand in hand with the best interest of children backed by international and national 

obligation of the state to uphold these rights. Interest rates for housing loan and down 

payments must also be arranged taking into factor the marriage status. Married people with 

children need to be provided with lesser rate of interest and tax relieves 

Table 4.4 Education Level and Tenure 

 

Educational 

level  

Total sample Own Rent 

N % N % N % 

Primary 5 1.8 2 40 3 60 

Secondary 23 8.2 10 43.5 13 56.5 

Vocational 

(technical) 

54 19.1 28 51.9 26 48.1 

BA,MA,MSC or 

above  

199 70.6 62 31.2 137 68.8 

Total 282 100 102 36.2 180 63.8 

Souses: own survey 2014 
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Table 4 shows that education level of the respondents. Most of my respondents are university 

graduates i.e. 70.6% which mean that the respondents who have acquired at least BA or above 

and of the total respondents only 19.1 % of the respondents are vocational (technical) diploma 

/certificate holders; the remaining are included in secondary and primary school level 

education. Hence, even the very educated section of the society has little chance of owning a 

house which exacerbates brain drain. Out of the total respondent which has BA and above 

only 31.2% of therespondents have their own houses and out of the total respondents who 

have diploma and certificate 51.9 % of the respondents have their own houses. A country 

which loses its best brain cannot stand on its feet. The educated section of the society needs to 

be targeted for housing scheme so that institutions like universities retain their staff and avoid 

frequent staff turnover which is chronic problem plaguing the country right now. Simple 

schemes and alternative funding opportunity could have saved lots of people from migration 

and desperation in NGO related work than serving their country where they are needed most. 

Thus, the financial arrangements for proving loan, the housing mortgage schemes, and the 

land accessing policy must see to it that the educated section of the society benefits and 

cultivates sense of security to serve the country and the people to almost capacity. The elites 

as it is now feel ignored and unappreciated which explains the migration and a massive hunt 

for NGO related work than serving in the most needed sectors of the country like education, 

agriculture and health. 
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Table 4.5: Employment Status and Tenure 

Employment 

Status   

Total sample Own Rent 

N % N % N % 

Civil servant  214 75.9 79 36.9 135 63.1 

Private company  30 10.6 12 40 18 60 

Factory workers  5 1.8 1 20 4 80 

Self employed  33 11.7 10 30.3 23 69.7 

Total 282 100 102 36.2 180 63.8 

Souses: own survey 2014 

 

Table 5 shows that most of my respondents are civil servant which is around 75.9% and around 

10.6% private company workers and around 11.7% self-employed and 1.8% factory workers. 

According to the feedbacks on the questionnaire, from the total respondent of civil servant only 

36.9% have their own private house while 63.1% of the respondents live in a rental houses. Out of 

the total private company workers only 40% of the respondents have their own house and out of 

the total respondents of self-employed people only 30.3% of the respondents have their own 

houses and out of the total respondents of factory workers only 20% of the respondents have their 

own houses The figure shows more than 50% of the middle income group or the civil servant live 
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in a rented house. Thus, the middle income groups of the society are contributed a lot for the 

development of the country but the condition of the rented house and the harassment by the 

unregulated landlords are affecting their life and their productive in work compromising their 

capacity to benefit the nation and the people at large. A typical high school teacher or for that 

matter any civil servant is being mocked for inability to pay rents even for mud houses constructed 

at the back of private houses in a filthy and unhealthy situation. The teacher is supposed to 

cultivate a future generation under this condition which destroys sense of honor in himself and his 

future. 

 

Table 4.6: Income Level of the Respondents 

 

Income level  Total sample Own Rent 

N % N % N % 

0-900 15 5.3 3 20 12 80 

 1000-2000 84 29.8 23 27.4 61 72.6 

 2000-3000 71 25.2 33 46.5 38 53.5 

3000.5000 79 28 32 40.5 47 59.5 

Above 5000 33 11.7 11 33.3 22 66.7 

Total 282 100 102 36.2 180 63.8 

Souses: own survey 2014 

 

As show on in table 6 most of the respondents have monthly income 1000-2000 which is 

29.8% and out of this respondents only 27.4 % of the respondents have their own houses and 
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the remaining 72.6% of the respondents live in rental houses and 25.2% of the respondents 

have monthly income between 2000-3000 and out of this respondents only 33% of the 

respondents have thee own houses and the remaining live on rental houses and 28% of the 

respondents gain monthly income of 3000-5000 and out of this respondents only 40.5% of the 

population have their own houses and 11.7% of the respondents gain above 5000 birr per 

month monthly income and out of this only 33.3% of the respondents have their own houses. 

Generally table 6 shows as there are demand for housing supply and affordable housing 

finance. 

 

Part Two 

4.3. Description of Demand of Housing Finance 
 

Table 4.7: House ownership of the Respondents 

 

In which 

type of house  

you live  

Frequency Percen

t 

Valid 

Percent 

Cumulative 

Percent 

Valid 

own 102 36.2 36.2 36.2 

rent 180 63.8 63.8 100.0 

Total 282 100.0 100.0  

Souses: own survey 2014 
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Table No 7 shows that most of my respondent have no house or live in rental house; 63.8% of 

the respondents live in rental house and only 36.2% of the respondents have their own house. 

This means most of young people who contribute a lot to the development of the country are 

homeless (does not own a flat private or under mortgage) and out of the 36.2% home owner 

most of my respondents used loan and built their house or bought the house. These facts speak 

the housing finance in Hawassa city needs more work where the financial arrangements are 

flexible and agile people are interested to use them to help them provide house for themselves. 

 

Table 4.8 Affordability of Housing Finance 

 

Can you afford the 

housing finance 

system  

Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

yes 83 29.4 29.9 29.9 

no 193 68.4 69.4 99.3 

yes and no 2 .7 .7 100.0 

     

Total 278 98.6 100.0  

Missing System 4 1.4   

Total 282 100.0   

Souses: own survey 2014 
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Table 8 shows that most of the respondent feels that the current scheme of financing low cost 

housing is not affordable for them out of the total respondents around 69.4% replied; the current 

housing provision schemes are not affordable for them this is because that the down payment is 

high for them, the interest rate is high, and the monthly payment is high as well. Thus, housing is 

the one of the basic necessity for all human being but for Ethiopian people more so for residences 

of Hawassa it is luxury and unattainable thing. This is because the costs of the construction 

material and lease value of the land are very high and the basic salaries of many civil servant is 

very low. Even the low cost housing or condominium house are very expensive for the civil 

servant that is why many civil servant and self-employed people live in rented mud house often 

constructed at the back of the private dwelling houses. 

 

Table 4.9: Opinion of the Current Interest Rate on Loan 

 

What is your 

opinion on current 

interest rate  

Frequen

cy 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

high 180 63.8 67.4 67.4 

average 80 28.4 30.0 97.4 

small 7 2.5 2.6 100.0 

     

Total 267 94.7 100.0  

Missing System 15 5.3   
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Total 282 100.0   

Souses: own survey 2014 

 

As table no 9 shows that out of total respondents 63% say that the interest rate is high The funding 

opportunity not only it needs to be diversified , it must also take into consideration the paying 

capacity of the society and improve it via lower interest and lower down payments, or more 

options along this line. Many feel that the interest rate being applied is punishing and 

unrealistic. 

 

Table4.10: Need of Housing Finance 

 

Do you need housing 

finance  

Freque

ncy 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

yes 207 73.4 73.4 73.4 

no 59 20.9 20.9 94.3 

do not know 16 5.7 5.7 100.0 

Total 282 100.0 100.0  

Souses: own survey 2014 

 

The need for housing finances is very high as compared to the one who do not need it; around 

73.4% of my respondents affirmed that they need housing finance, only 20.9% of the people 

declined if housing finance loan is to be provided for them, and 5.7% of the total respondents 
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are undecided. Where such huge demand is there, it is the home work of the government and 

financial institutions to cater for these needs in a flexible and realistic way. 

 

 

 

 

 

 

 

Table 4.11 security offered for loan  

 

If you are offered housing loan 

which security will you offers  

Freque

ncy 

Perce

nt 

Valid 

Percent 

Cumulative 

Percent 

Valid 

the house it self 200 70.9 90.9 90.9 

Monthly income  13 4.6 5.9 96.8 

agricultural land 6 2.1 2.7 99.5 

other property 1 .4 .5 100.0 

Total 220 78.0 100.0  

Missing System 62 22.0   

Total  282 100.0   

Souses: own survey 2014 

 

Out of the total respondent who need the housing finance almost 70.9 % of the respondent are 

willing to give the house itself as collateral and 4.6% of the respondent are willing to give 
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their income as collateral and 2.1% of the respondent are willing to give there agricultural land 

as security or its products thereof. 

 

 

 

 

 

 

 

Table 4.12 saving pattern of the respondents  

How much do you save per 

month  

Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

None 78 28.9 28.9 28.9 

from birr0 to 499 107 39.6 39.6 68.5 

from birr 500 to 999 44 16.3 16.3 84.8 

above 1000 41 15.2 15.2 100.0 

Total 270 100.0 100.0  

Souses: own survey 2014 

 

Table 12 shows the saving culture of the society is very poor as compared to the needed amount 

because the main sources of funds for banks are saving and all banks need saving for lending and 

the culture of our society is not as good as it needs to be in this regards. According to the national 

bank of Ethiopia 
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(NBE) report only 14% of the money are in the bank the rest 86% of the money are in 

people‟s hand this makes the banks to be in shortage of funds for making loan and other 

activity. So the society must develop saving culture. Thus, in boosting saving; the bankers 

need to work hard. Saving is a culture that has to be encouraged and motivated. But, saving 

must also be rewarding than helping the rich get richer and the poor get poorer via unregulated 

market especially through inflation. 

 

Part Three 

4.4. Description of Data which is acquired from Private Banks 
 

Table 4.13 Availability of Housing Finance  

Is there housing finance 

available in your bank  

Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

no 6 50.0 50.0 50.0 

only for staff 6 50.0 50.0 100.0 

Total 12 100.0 100.0  

Souses: own survey 2014 

 

As we can be noted in the above table 50% of the private banks have no scheme for housing 

finance but the remaining 50% of the banks have scheme for housing finance but they applied 

only for their staff as staff benefit. This staff mortgage loan is available in government banks 
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as well. And it helps the bank staff to have their own houses and it also reduces the total 

demand for residence houses. But if we can distribute this at least for all government workers; 

it can have huge impact on the demand and supply aspect of the housing finance. 

 

 

 

Table 4.14: Description of Loan According to Profits 

 

Distribution of loan 

according to profit  

Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

30 to 60%(good) 5 41.7 41.7 41.7 

60 to 90%(very 

good ) 

6 50.0 50.0 91.7 

above 90% 

excellent 

1 8.3 8.3 100.0 

Total 12 100.0 100.0  

      

Souses: own survey 2014 

 

As we can also be noted in the above table most of private banks which are included in this 

paper rated loan for housing in terms of profit as „very good‟ that is 50% of the respondents 

admitted it is as profitability. A around 41.7% rated it as „good‟ and the remaining 8.3% rated 
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it as „excellent. So if the private banks participate in the housing finance it will increase their 

profit and help the society to have different choices in regard to housing finance and increase 

also the supply of the housing finance 

Table 4.15: Effect of Housing Finance Dominated by 

Government Bank on Private Banks 

 

 Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

negative 6 50.0 50.0 50.0 

moderate 2 16.7 16.7 66.7 

no 4 33.3 33.3 100.0 

Total 12 100.0 100.0  

Souses: own survey 2014 

 

As table No. 15 shows that around 50% of the respondent says that the housing finance s 

dominated by government bank has negative impact on their banking activities in many ways, 

for instance in deposit mobilization. Around 33.3% of the respondent claimed it has no effect 

on their banking activity and around 16.7 % of the respondent asserted the impact is moderate 

and they can managed it. Thus, housing finances dominated by one government banks (CBE) 

has impact on the deposited mobilization and it affects the free competitive market spirits. 
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Table 4.16Willingness or Plan for Housing Finance 

Are you willing to provide 

loan for housing  

Frequenc

y 

Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

ready 2 16.7 16.7 16.7 

can be plan in short 

time and get ready 

5 41.7 41.7 58.3 

it takes years to get 

ready and provide loan 

3 25.0 25.0 83.3 

unknown 2 16.7 16.7 100.0 

Total 12 100.0 100.0  

Souses: own survey 2014 

 

Most of my respondent says that the housing finances dominated by one government bank (CBE) 

have negative impact on their bank. However, did they have the plan or scheme for housing 

finance? Almost 41.7% of the respondent affirmed they are willing and can prepare their plan in 

short time and 16.7% of the respondent also claimed that they are ready and 25% of the resonant 

replied they are not ready and it takes years to be ready. Thus, 16.7% did not consider it yet to 

participate in plan regarding housing finance. But almost 58.4% of the respondent affirmed that 
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they are willing and can be active in short while. Therefore, if the government uses this 

willingness on the part of the private banks it can increase the supply and reduces the negative 

impact of the housing finance dominated by one bank (CBE) and increases good competitive sprits 

between banks. 

 

Table 4. 17: Collateral for the Loan 

 

What collateral did your bank 

need for the loan for housing  

Frequency Percent Valid 

Percent 

Cumulative 

Percent 

Valid 

the house it self 11 91.7 91.7 91.7 

providing independent 

assurance 

1 8.3 8.3 100.0 

Total 12 100.0 100.0  

Souses: own survey 2014 

 

As one easily note in the above table, the banks need collateral to extend housing. And, 91.7% 

of the respondent need the houses itself for which loan is t be given, and this is comfortable 

for the society itself. This is because most of the respondent which is 70.9% of my respondent 

who need housing finances is ready to give as collateral the houses itself for which the loan is 

given which is good for both party ( for the bank and the society who need housing finances) 

4.5. Discussion of the Result 
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As can be noted from the above description of the data under consideration; most of the civil 

servants are young and their salary lie between 1000 to 5000 birr. But most of them have no 

house. And they live in rented house which is often substandard or where they rent a decent 

one it is often beyond the affordability scale of their earning which stresses their life and 

affects quality of life and their effectiveness at work.  

In order to secure their own house via the government housing scheme they face many 

problems Among the problems are the affordability of the house, initial  payment for the 

housing loan scheme and finishing costs  are big hurdles after they are able to get loan through 

many of the hurdles to begin with. Often the constructed condominium houses are delivered to 

dwellers in unfinished manner there by requiring additional costs to make it livable. In 

addition the availability of the opportunity is also very slim where one can afford to make use 

of the government housing scheme.  

One can inquire whether the financing of the housing system in Ethiopia is good and 

affordable for the civil servant or middle income group; the answer is no and outright 

impossibility. The reason is that according to Ethiopian law a person can pay only 1/3 of his 

income for paying out a loan scheme provided by a bank in order to pay for housing, but 

according to the regional Bureau of civil service data only 238 employees are paid 4000 birr 

and above per month and; the rest of the employees (5,900 employees) are paid from 400 to 

3999 birr per month. Where one can only use one third of the monthly income as pledge for 

repayment of the loan for housing, the calculation proves devastating result. As per the figures 

above 96% of the civil servants are not included for the condominium housing provide by the 

government scheme. Because, most of the monthly payment of the condominium houses are 
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more than 1/3 of their salary or monthly income. This suggests that the intended objective of 

the condominium housing project is not met. 

The objective of low cost condominium housing is to enable the poor and middle income 

group or society to have their own house and enable them to live a decent and respectable life. 

Yet, there are many problems why this cannot be happening and frustrate the whole effort of 

providing affordable housing scheme. The problem can be understood from different 

perspectives, from the scheme itself, from the capacity of the people and international factors. 

The first and the main reason is shortage of finance on the part of the government itself. As 

confirmed by the officials from regional housing agency in Hawassa; the construction of 

Hawassa condominium project was stopped twice because of shortage of finance/capital. This 

factor contributes for the high price of the houses even when finished at a later time. During 

the halt of constructions, the interest from the bank loan counts and material costs increase, 

not to mention the wastage of resources owing to theft and depositing/storing problems. This 

factor forces the government to make price adjustments now and then, and this comes on to 

the dwellers of the condominium. For instance according to IHDP report the cost of the lowest 

condominium houses are 30,000 birr but in reality it is many fold owing to the informal 

market 
3
and finishing costs. The other reason comes from the general poverty of the people 

and lack of alternatives to access loan to pay for the housing need.  

In Hawassa city there are two phases of condominium or low cost houses provisions. That is 

phase one which started in 1999, and phase two which started in year 2000. The cost of the 

house and the repayment amount of the loan is different based on the phases of the 
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constructions; and the lowest cost in the first phases for one bed room is 62,978.10 Birr and 

the repayment amount is 519.23 Birr per months and the highest cost for one bed room houses 

are 112,693.35 Birr and the repayment amount is 935, 87 birr per month. This confirms that 

the required amount is more than the monthly salary of t 1,044 (17%) civil servant who lives 

in the city. On the other hand, the construction of the houses which started in the second phase 

cost and the repayment amount is almost doubled; which is that the lowest cost for one bed 

room houses is 139,663.75 Birr and the repayment amount is 1240.94 Birr per month and the 

highest one bed room houses cost are 150,896.68 Birr and the repayment amount is 1,343.75 

Birr per month which is more that the monthly salary of 2,155 (35%) civil servants living in 

the city. This coupled with requirement of that one can only use 1/3
rd

 of his salary for 

repayment of loan produces a devastating result. 

According to the Ethiopian law which regulates the loan scheme, one person can pay only 1/3 

of his/ her salary or monthly income for repayment of loan. That means only the workers who 

earn more than 3000 birr per month can pay for the lowest one bed room houses in phase one. 

That amounts to 37% of my respondents living in the city and the person who earns more than 

4000 Birr per month; which is 10% of my total respondents can afford to pay for the houses 

which are built and transferred for the customer in the second phase condominium house 

construction in Hawassa City.  Hence, out of the civil servant who live in Hawassa only 788 

peoples can afford to pay for the lowest (one bed room house ) which means (12%) of the 

employees who have been approached for this research purpose. On the other hand, around 

88% of the employees living in the city cannot afford the low cost housing even at the lowest 
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level let alone affording family houses constructed by the government with two and three bed 

rooms the price of which is much higher . 

The other important factor that has to be mentioned in factor for the high price of housing and 

exclusion of poor and the middle classis that corruption on the part of the government and 

persons involved in the construction and transfer of houses being constructed by the 

government scheme. Corruption and inefficient of any sort is reputed to make things go from 

bad to worse, thus affordability is more complicated by the fact of corruption. These factors 

contribute for low quality houses which needs extra work for the people when they afford and 

get in to begin with, thus complicating further the matter. The other reason is that the 

condominium is not full completed when it is transferred to the customers so the customer 

should construct and finish up the house to make it hospitable.  Thus, it is often reported that 

where people get to owing the house they are also later forced to lose it owing to these 

increased costs which forces them to default on their duty to repay the loan. It is observed thus 

that people often sell the house in underground market to transfer the loan to other person and 

flee the debt. In the meantime, people in the corruption circle, merchants, and speculators are 

accumulating the houses further restricting access to the poor and the working class. This 

factor with unregulated house rent prices complicates the matter further exacerbating the 

problem of the working class let alone the unemployed and the poor. 

According to data from commercial bank of Ethiopia, Hawassa district, only 30% of the 

customers of the condominium have properly paid the monthly payment of the condominium 

whereas the rest defaults mostly. This is because of the above mentioned factors among others, 

huge and unmatched with monthly income payment of loan, high interest rate, higher financial 
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commitment owing to the browed money from different source to do the finishing up and 

correct defective works resulting from inefficiency, corruption and malpractices of different 

nature, and booming underground housing market. Thus, people lose even their rare 

opportunity to factors that they do not control; let alone thinking of those people who do not 

even be afforded dwelling house access to begin with. 

As we discussed in the above chapter housing is the basic necessity for human being but in our 

country more so in our city Hawassa it is dream and luxury thing for many civil servants and 

self-employed people. The excluded section of the society/people are most of time young and 

productive age group (even educated class) and this means that most of the working force are 

languishing under shelter problems and being exploited by ruthless renters/landlords. The 

younger generation and more so women need special protection, help and encouragement to 

own houses and live a stable, productive, and fulfilling life. For that to happen the financing 

system among others need correction, modification and boosting. 

There are 17 banks in Hawassa (3 governmental and 14 private). All banks give mortgage loan 

for their staff with small interest rate which is equal to the interest rate of deposit (equal or less 

than 5%). Hence, most of bank staffs have their own houses which improve the need for 

housing at list in this narrow regards. It is considered as staff benefit/incentives; accordingly, 

from 38% of the respondents who claimed to have their own house most of them are bankers 

or employee of the bank. Which implies if we decrease the interest rate we can increase the 

affordability of the housing finance and if we increased the sources of finance from one bank 

to many, may be it will increase the fund and it will facilitate and speeds up the construction 

time so it will decrease the cost. The experience from the bankers can be scaled up to the 
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general civil servants and other sections of the society with steady income. It can increase the 

affordability of the housing by diversifying financing source. As it is now only the 

government banks are allowed to extend loan to housing sector that too via the government 

program of housing scheme. 

The housing agency of Hawassa registered people for condominium housing scheme in 2000 

E.C. During the same year 18,835 people were registered and have shown interest to benefit 

from the government scheme but until now the housing agency only can transfer 3,538 houses 

for the customerswhich is below 50% demand rate. And, this figure from one demand request 

shows the imbalance between demand and supply. The housing agency failed to meet the 

demand of the current society as it is but the population of the city estimated to increase by 2.3 

% per year. So one can inquire as to how be the existing housing finance supposed to meet 

demand of the people of Hawassa to have their houses and meet the government goal of 

millennium development which claims to building 225,000 houses at national level. The 

housing agency officials claim that the construction has stopped  twice by shortage of finance  

and there are also problems like employee turnover, shortage of construction material, 

inefficiency of the contractor and the like which contributed for their inability to deliver 

constructed houses of good quality and in the required amount. Above all, nothing is being 

done to diversify the finance source for housing. 
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Chapter Five 

Findings, Conclusion, and Recommendations 

5.1 MajorFindings of the Research 

 

The major findings of this research are that the housing sector in Ethiopia is in bad shape 

especially with regard to financing the sector from different sources. It is only the sole 

business of the government in exclusion of all other stakeholders including other financial 

institutions and private sectors. Yet, there are confirmed aspiration and demand on the part of 

the other stakeholders to engage in the housing loan provision if the restrictions and curtails 

are removed by the government. Hence, the following were noted as major findings which 

require urgent addressing. 

1. Access to the fanatical institutions loan scheme by the lower and middle income group 

of the society is very small and a rare chance. Housing finance penetration among the 

middle and low income categories is insufficient to meet their housing needs. 

Affordability is a key issue and generally, low incomes coupled by un-affordable 
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housing products on the market have limited the ability to access finance. There is a 

need for greater innovation both in the supply of more affordable housing as well as 

finance opportunities. 

2.  The provision of the loan scheme and land by the government is often hijacked by the 

higher income group. Government subsidized housing and land supply often fails to 

benefit the intended beneficiaries, and is instead taken advantage of by more privileged 

groups. There is a need to reconsider the targeting mechanisms for these programs to 

ensure that they benefit the people intended. 

3. Land is fast becoming a very expensive commodity owing to the lease policy and 

corruption on the sector. Hence, it is unthinkable for middle income group to own 

private house thus forcing them to wait for government mass housing program. The 

land registration system, including the permit and lease system, also imposes 

considerable curbs on holding and transacting in land. The rationale and effect of these 

curbs should be re-visited, especially because of the effect they have on supply of land 

for housing, the expansion of the mortgage market and the incentive to develop and 

improve housing by land owners.  

4. The financial market in Ethiopia is at best at the cradle stage infested also with 

multiple restrictions and curtailments imposed by the government. The financial 

markets in Ethiopia are undeveloped. This among others limits the development of a 

large mortgage industry in the country. There is a need to nurture capital market 

formation for greater financing options in the long run and in the short run. 
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5. Government activity and regulations in the housing finance sector have often been 

stifling to private sector activity. Restrictions to the entry of foreign retail financial 

service providers has limited the number of players and constrained supply.  

6. The growth of microfinance lending in recent years is encouraging, especially given 

that there is some limited evidence that lending has been channeled to house building. 

Deliberate efforts to stimulate greater housing microfinance lending should be made, 

by the government, through conducive financial and land regulatory regimes, and by 

the non-government and private sector, by exploring suitable products. . 

7. Therefore, the government domination of the housing sector is more of a problem than 

a solution. The government needs to move cautiously and wisely! 

5.2. Conclusion 

 

The housing finance has been neither sufficient, nor has it met the needs of the lowest income 

earners. It seems that the lowest income section of the society is crowed out from the benefit 

of the housing policy in Ethiopia at least inadvertently. The provision of the houses under the 

new policy is so small that the powerful and the strong have subverted the original aim of the 

policy via corruption and underground market flourished as a result of inability of the poor 

and the so called the „middle class‟ to make repayments of loan and down payments owed to 

the government bank. 

 

Affordability for the housing units delivered through the Programme has been limited to lower 

middle and middle income earners, primarily because of the limitations created by the deposit 
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requirements; an amount that exceeds the savings capacity of low income households. These 

income groups were made to benefit under the lot systems which allocates the provision of 

houses constructed under the government scheme. However, there are conditions to benefit 

from these rare opportunity, the conditions are down payments deposits and repayments of 

loan extended by the government bank. Where people are unable to do so, they sale the „the 

benefit‟ to whomsoever is affording to do so in their name of course. Thus, to enable the 

„substituted person‟ to do so, they usually circumvent the law by getting into other forms of 

contracts, especially ordinary loan contracts which obligates the benefit owner to pay a certain 

amount of money if s/he reclaims the benefit forfeited under the illegal contract of selling the 

house. 

 

Also, households that are informally employed, with erratic incomes, cannot manage to meet 

the monthly loan requirements. Of course, here to they lose the benefits afforded to them by 

the governments to merchants and higher income people where they got the chance to use the 

house. However, in most cases people in this category do not even attempt to register for the 

benefit for they knew they cannot meet the conditions. In fact, in most of the cases they are not 

eligible to register for the housing benefits thereby excluding the greater section of the society. 

The other challenge relates to the long-term sustainability of the Program financing approach, 

especially if non-payment increases. Finally, the urban renewal approach of recent years has 

been criticized for being failing to engage appropriately with the transitional implications as 

residents wait for their housing to be built. A series of project specific issues have also been 

raised, relating to the location of housing, and the overall quality of the built environment.  
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Therefore, the housing policy and house provision being dominated by the government and 

government financial institutions suffer from multiple problems. First the provision of the 

house is very much inadequate; it is simply too small to be of use to greater section of the 

society thereby making a host of households homeless or forced them to live in ghettos. 

Second, where people have the rare chance of getting the opportunity to benefit from the 

housing provision, they are made to lose it because of the high price and affordability issues. 

Again here corrupt government officials, higher income people and merchants own the houses 

under different mechanism. Third, where the house is handed over to the beneficiary it is done 

so under unfinished condition which required extra money to make it livable plus the down 

payment and the repayment of loan. These factors made ordinary citizens to lose their rare 

chance of owning a house. Furthermore, the sectors are dominated by the government in 

exclusion of other players which limits the supply of the house there by making it more 

expensive for the people. 

 

5.3 Recommendations 

 

It is to be noted that the housing provision, financing the housing sector and the land provision 

for the sector is problematic in Ethiopia and more so in Hawassa City. The following 

recommendation are made for the government of Ethiopia to consider it to make housing 

provision more in tandem with the ability of the society to pay for it. 

1. The government needs to work hard to diversify the sources of the housing funding 

opportunity. All interested group must be able to engage freely and under enabling 
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policy to provide mass housing for cheaper price. Private Banks also need to engage in 

the loan provision where they are willing to do so.  The current housing policy is 

unsustainable and is moving at snail pace compared to the demand of the society. 

2. The government and all other stakeholders must work towards increasing the provision 

of the housing supply and reducing the price thereto. Free exchange of the ownership 

rights can also eliminate underground exploitation and abuse of the poor by the rich. 

This can be done by increasing the equity base through various subsides or cross 

subsidies  

3. The dawn payment being required by the bank and the government is simply out of 

reach of the greater section of the society, hence it has to be either completely removed 

or that it must be substantially reduced to nominal level. In addition, the interest rate 

must also come down substantially from the punishing rate which is being exacted. 

Many countries experience show that the interest rate for housing are not more than 

5%. 

4. The other major factor that forces people to incur extra cost and extra burden is the fact 

that the houses, especially mass houses are delivered in unfinished manner. The extra 

finishing costs burdens people way too much so much so that they lose their capacity 

to make their proper repayment of loan, hence defaulting on their duty. Therefore, the 

houses need to be delivered in completed and read to use shape. 

5. There is a need to engage all stakeholders to increase the supply of the houses and 

there is also equally a need to make more flexible the sources of funding. Where this is 

done, many complaints from the society can be addressed. There must also be a 

conscious move at reducing the price of the houses. 
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6. There has to be research and conscious policy making which is in agreement with the 

demand of the people and adjust the supply in this regard. „One size fits all‟ approach 

must be discarded and flexible and adjustable approaches need to be adopted. 

7.  The government and civil societies must advise and teach all the people to improve 

saving culture of the society. Saving saves the people from homelessness.  

8. Creation of an efficient and accurate system of land registration and cadasters is 

required for housing finance systems such as mortgage, to work. This is because these 

finance systems heavily rely on the proper functioning of land registrations systems, 

where title is clear and secure. The government must also do the same here and fight 

chronic corruption in the sector. 

9. To encourage a more diverse and better supply of housing finance products, there is a 

need to create a conducive environment for their establishment and growth of private 

players, especially private financial institutions. 

10. There is need to regularize and upgradethe existing illegal settlements/squatters 

quarter, especially at the outskirts of cities like Hawassa city and Addis Ababa City. 

This is also an effective tool to increase the supply of housing and bring down the price 

of the houses to the capacity of people. 

11. Therefore, the government must prioritize itself and must not overstretch itself for one 

reason or the other. The provision of housing must be seen from the human rights 

angle than political goal. Government‟s role should thus only be retained for carefully 

thought out prioritized and strategic interventions. Land price controls which have 

likewise had a negative effect on mortgage funding needs to be revisited. 
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Appendixes 

Appendix 1: Primary Data 

 

Title, An Investigation into financing the housing sector in Ethiopia: Evidence from 

Hawassa city. 

INFORMATION SHEET  

Dear Potential Participant, 
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My name is ThitinaTerefe, and I am an MSC Research student at the University of Hawassa, 

working under the supervision of MR. GetinetBegashaw and Mr. AndinetAsmelash I am 

carrying out a study investigating research topic, „financing the housing sector in Ethiopia 

evidence from Hawassa city‟. 

I would like to invite you to participate in the above research project, on the presumption that 

you have at a point in time approached a financial institution to request for housing loan or 

wish to approach in the near future or contemplate to secure house of your own. 

Completion of the attached questionnaire will take approximately 10 minutes, and all 

questions can be answered by following the simple instructions as indicated on the 

questionnaire. 

Completion of the questionnaire is completely voluntary. All responses are anonymous, there 

are no correct or incorrect answers and respondents who take part will not be identifiable. If 

results of this study are published they will be a summary of all responses to ensure that your 

privacy is protected. 

Should you choose to complete the questionnaire, I would be back within the next three to 

four days to pick up the questionnaire. Returning this questionnaire will be considered as your 

consent to participate in the survey. 

Once completed a summary of results will be available at the conclusion of the academic year. 

If you wish to obtain a copy of these results, please provide your contact details. Please note 

that all data gathered for this research will be stored securely and destroyed after the 
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dissertation has been submitted. My supervisor and I will be the only people who will have 

access to this data. 

Thank you for taking time to consider this invitation and if you choose to participate in this 

research, I would like to extend my personal gratitude; your contribution is greatly appreciated 

 

Kindly,  

TihitinaTerefe 

This project has been approved by the HawassaUniversity School of accounting and 

management and department of accounting and finance. 

 

 

 

 

Appendix 2: Questionnaires 

 

QUESTIONNAIRES  

Please try your best to provide an accurate response as far as possible to questions that follow. 

Relevant answers should be indicated with cross (X) box (es). 

A. GENERAL BACKGROUND 
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1. Gender  

¶ Male   0 

¶ Female  0 

2. What is your Marital Status? (Tick one box) 

¶ Single  0 

¶ Married 0 

¶ Divorced 0 

¶ . Widow 0 

3. Please indicate your age category? (Tick one box) 

¶ 18-29  0 

¶  30-39  0 

¶ . 40-49  0 

¶ . 50-59  0 

¶ . 60+  0 

4.  What is the highest form of formal education that you have achieved? (Tick one box) 

¶ None    0 

¶ Primary (up to 8
th

)  0 

¶ Secondary   0 

¶  Vocational / Technical 0 

¶ BA,MA,MSC OR above    0 

 

5. What is your current employment status? (Tick one box) 
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o Civil Servant  0 

o Private Company   0 

o Factory worker    0 

o Self Employed    0 

o Other (Please specify)…………………………….. 

6. What is your personal income per month? (Tick one box) 

o Birr 0 – Birr 900  0 

o Birr 1000 – Birr 2000  0 

o Birr 2000 – Birr 3000  0 

o Birr 3000 – Birr5, 000  0 

o Other (Please specify)………… 

7. What is the total family income per month? (Tick one box) 

o Birr 0 – Birr 2000  0 

o Birr 2000– Birr 3000  0 

o Birr 3000 – Birr 5000  0 

o Other, please specify………………….. 

8. How do you characterize your family type? (Tick one box) 

¶ Nucleus   0 

¶ Joint/ Extended  0 

¶  Other, Please specify………………………… 

9.  If you have family of your own (Nucleus) or you are living with extended family which 

you head, please specify the number? 
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¶ 1-2    0 

¶ 3-4    0 

¶ 5-6    0 

¶ 7-8    0 

¶ Others, please specify……… 

B. TENURE OF THE HOUSE 

10. What is the tenure of the house you living in? (Tick one box) 

¶ Own    0 

¶ Rent    0 

¶ Others (Please specify)…… 0 

11.  If you own a house, what is the form of ownership? (Tick one box) 

¶ Inheritance  0 

¶ Bought   0 

¶ Built   0 

¶ Others (Please specify)……………… 

12. How do you characterize your living house (rented or owned)? 

¶ Shabby, uncomfortable, small size   0 

¶ Fair, comfortable, middle size   0 

¶ Luxury, super comfortable , large in size  0 

13. How do you characterize the expenditure while building or buying your house? 

¶ Fair (from 100,000 birr _250,000 birr)  0 

¶ Expensive(250,000 birr_500,000 birr)   0 



International Faculty and Students Multi-Research Consortium                   (IFSMRC) 

 
 

Financing the Housing Sector in Ethiopia- Evidence from Hawassa City 
93 

 

¶ Extra expensive(above 500,000 birr )   0 

14. . Whether a house is constructed from the scratch or complete/ semi-complete house is 

purchased, how did you finance your house acquisition? (Tick one or more boxes as 

applicable) 

o Construction and business Bank (CBB)  0 

o Commercial bank of Ethiopia (CBE)  0 

o Relatives and Friends    0 

o Personal Savings     0 

o Money from abroad    0 

o Loan from employer    0 

o Sold another house    0 

o  Private lender     0 

o Other (Please specify)………………………. 

15. .If you have borrowed, what was the rate of interest at the beginning of the transaction, if 

not go to question number 25 

¶ 5-6 %  0 

¶ 7-8%  0 

¶ 9-10%  0 

¶ Other please specify……… 

16.  If you have obtained a loan, how do you intend to repay it? (Tick all that apply) 

o Extra work    0 

o Employment income   0 

o Reducing household expenditure 0 
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o Sale of valuables   0 

o Other sources (Please specify)……… 0 

17.  If you have a loan, what security was given for the loan (Tick all that apply) 

o The Property itself   0 

o Another Property   0 

o Agricultural Land   0 

o Others (Please specify)…………………………. 

18. . What is the repayment period for the loan? (Tick one box) 

o Less than 24 months  0 

o 25-48 months   0 

o 49-96 months   0 

o 97-144 months  0 

o Others (Please specify)………. 

19. . Are you up to date with your loan repayments? 

o Yes   0 

o No   0 

20. If No, How many months are you behind? (Tick one box) 

o 3-6 months  0 

o 7-12 months  0 

o Over 12 months 0 

o Others (Please specify)………….. 

21. What is the reason(s) for default in loan repayment? (Tick one box) 
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o Loss of Income   0 

o Higher financial commitment  0 

o Excessive Interest charges  0 

o  Others (Please specify)……………. 

22. The processing of loan applications with the financial institutions usually go through a 

long process, were you satisfied with the time taken to process? 

(Tick one box) 

o Very satisfied ( completion of the process within  15 days )  0 

o Satisfied( completion of the process within one month )  0 

o Dissatisfied ( it takes more than one month )  0 

o Very Dissatisfied ( I did not get proper answer for my request within a month ) 

 0 

23. On application, what percentage of the loan requested you get? (Tick one box) 

o 70%  0 

o 80%  0 

o 90%  0 

o 100%  0 

o Other (Please specify)………… 

24. Where did you obtain the remainder of the funds needed for your house acquisition? (Tick 

all that apply) 

o from friends and families  0 

o Private lenders    0 
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o Employer    0 

o Others (Please specify)……………… 

25. If a loan was available, would you be willing to borrow to buy a house or condominium, or 

plot (plus construction expenses) for construction? (Tick one box) 

o Yes  0 

o No  0 

o Don‟t know 0 

26. What kind of security can you offer for a loan? (Tick all that apply) 

o The house itself   0 

o Any other property   0 

o Agricultural land (under investment) 0 

o Others (Please specify)……………. 

27. How much do you save per month? (Tick one box) 

o None   0 

o Birr 0 – Birr 499 0 

o Birr 500 – Birr 999 0 

o above Birr 1, 000 0 

28. What are your Total Household savings at present? (Tick one box) 

o Nothing   0 

o Birr 0 – Birr 2000  0 

o Birr 3,000 – Birr 5000  0 

o above Birr 5000  0 
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29. Where do you save? (Tick all that apply) 

o Commercial Bank of Ethiopia   0 

o Micro finance institutions   0 

o Private Banks      0 

o Traditional Contributions (equb)  0 

o Other (Please specify)……………….. 

C. Need of Housing Finance  

30. Have you been registered for the condominium house scheme provided by the 

government?  

o Yes    0 

o No    0 

31. If your answer is no, please specify your reason? 

o It is not affordable for me    0 

o I do not want house for the time being  0 

o I do not have any saving for the down payment  0 

o  Other, Please specify ……………………… 

32. If your answer for the question number 30 is yes, which scheme among the following you 

chose?  

o .20/80 scheme  0 

o  10/90 scheme  0 

o  40/60 scheme  0 
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33. Have you been lucky to get the condominium house you choose?  

¶ Yes  0 

¶ No  0 

¶ Other, please specify …… 

34. If you secure the house or will secure the house in short while, did you save enough money 

for the finishing?  

o Yes  0 

o No   0 

35. If your answer for questions no 34 is no, how do you plan to fund the finishing? 

o Borrowing from family, friends or relatives    0 

o borrowing from macro finance or credit associations  0 

o souring from traditional savings   0 

o Others, please specify it …………………………. 

36. Did you think the current government housing scheme is affordable for you or agreeable?  

o Yes  0 

o No  0 

37. If the answer for the above question is no, what options of loan or funding scheme you 

choose 

o I need full mortgage     0 

o i need the mortgage with subsidize rate of interest  0 

o I need fully completed condominium house   0 
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o Please specify ………………………………. 

38. Would like to have a mortgaging system whereby complete house is delivered as per your 

demand to you and you be able to pay to one lender financial institution? 

o Yes  0 

o No   0 

39. What do you think of the preset bank loan interest rate (9.5%)?  

¶ High    0 

¶ Average   0 

¶ Small    0 

40. If your answer is high, would like to propose new rate? 

¶ 3-5%   0 

¶ 5-6%  0 

¶ 6-7%  0 

¶ Other, please specify  

41. Would you like to have a full mortgage where you can secure a plot and built your own 

house or where you have a plot already? 

¶ Yes  0 

¶ No   0 

42. If yes, what mortgage condition do you agree to? 

¶ Pledging the house itself  0 

¶ Pledging the other property  0 
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¶ Pledging your income   0 

¶ Other, please specify………….. 

43. What do you suggest for the overall improvement of financing the housing system in 

Ethiopia, more so in your city? 

 

 

 

 

 

 

 

 

 

 

 

Appendix 3: Questionnaires for Private Bank 

 

Questionnaires for private bank officials  

Title, an Investigation into Financing the Housing Sector in Ethiopia: Evidence from 

Hawassa city. 

INFORMATION SHEET 
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Dear Potential Participant, 

 

My name is TihitnaTerefe, and I am a MSC Research student at the University of Hawassa, 

working under the supervision of Mr. GetinetBegashaw and Mr. AndinetAsimelash I am 

carrying out a study investigating into financing the housing sector in Ethiopia: Evidence from 

Hawassa city. 

I would like to invite you to participate in the above research project, as you have been 

identified as staff (manager) of a financial institution (private bank) in Hawassa city  

Completion of the attached questionnaire will take approximately 10 minutes, and all 

questions can be answered by following the simple instructions as indicated on the 

questionnaire. 

Completion of the questionnaire is completely voluntary. All responses are anonymous and 

respondents who take part will not be identifiable. If results of this study are published they 

will be a summary of all responses to ensure that your privacy is protected. 

Should you choose to complete the questionnaire, I would be back within the next three to 

four days to pick up the questionnaire. Returning this questionnaire will be considered as your 

consent to participate in the survey. 

Once completed a summary of results will be available at the conclusion of the academic year. 

If you wish to obtain a copy of these results, please provide your contact details. Please note 

that all data gathered for this research will be stored securely and destroyed after the 
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dissertation has been submitted. My supervisor and I will be the only people who will have 

access to this data. 

Thank you for taking time to consider this invitation and if you choose to participate in this 

research, I would like to extend my personal gratitude; your contribution is greatly 

appreciated. 

TihitinaTerefe 

This project has been approved by Hawassa University, School of Accounting and 

Management and Department of Accounting and Finance 

 

QUESTIONNAIRES  

Please try your best to provide an accurate response as far as possible to questions that follow. 

Relevant answers should be indicated with cross (X) box (es). 

¶ Please provide the name of the bank you are working in or you are the manager 

_________________________________ 

¶ Please provide information as to when did your bank was established and when did it 

open operating branch in Hawassa city? 

_________________________________________________________________________________________________________

_________________________________________________________________________________________________________

_________________________________________________________________________
 

1. How do you describe your bank operations in terms of providing loan? In other words, 

how do you rate in terms of percentage the profits from loan provision compared to others 

sources of profit for the bank. 
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¶ From 10-30%, Fair    ∆ 

¶ From 30- 60%, Good   ∆ 

¶ From 60-90%, Very good  ∆ 

¶ Above 90%, Excellent   ∆ 

2. Do you have any scheme of financing the housing sector in the nation?  

¶ Yes   ∆ 

¶ No   ∆ 

¶ other (please specify )________________________ 

3. If your answer for questions number 2 is No, do you have any plan it in the future to do so 

or do you think the bank should provide such loan in the near future? 

¶ Yes   ∆ 

¶ No   ∆ 

¶ Other (please specify)__________________________ 

4. How do you assess the viability or profitability of providing loan for housing? 

¶ Very Attractive   ∆ 

¶ Moderately Attractive  ∆ 

¶ Fair     ∆ 

¶ Other ( please specify) ____________________________ 

5.  Do you think you are losing potential profits from not participating in the housing loan 

scheme of the nation? 

¶ Yes    ∆ 
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¶ No    ∆ 

¶ Other (please specify )___________________________________ 

6. What is the effect of housing finance sector being dominated by the government on private 

bank in general and your bank in particular? 

¶ Negative   ∆ 

¶ Moderate   ∆ 

¶ None   ∆ 

¶ Other, please indicate _______________________ 

7. Is there any willingness or active plan to provide loan for housing where the legal 

limitations are lifted? In other words, how ready is your bank to do so? 

¶  Ready       ∆ 

¶ Can be planned in short time and get ready  ∆ 

¶  It takes years to get ready and provide loan  ∆ 

¶ Unknown       ∆ 

8. How far your bank will be attractive compared to government banks in providing loan? 

For instance, in terms of interest rate, period of grace, repayment options, repayment 

period etc. 

¶ Similar    ∆ 

¶ Competitive   ∆ 

¶ Attractive    ∆ 

¶ Other, please indicate _________________________ 
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9. What ought to be the preconditions for the provision of housing loan in your opinion? 

¶ Prior bank deposit     ∆ 

¶ Regular income of the clients   ∆ 

¶ Being employed or self-employing    ∆ 

¶ Other, please indicate _____________ 

10. What ought to be the nature of the collateral or assurance to be provided to secure loan for 

housing? 

¶ The house for which loan is given itself  ∆ 

¶ Providing independent assurance   ∆ 

¶ Another house or real state    ∆ 

¶ Other (please specify ________________________ 

11. What do you suggest for the overall improvement of the housing finance system and more 

so the involvement of the private bank in the sector? 

 

Appendix 4: Secondary Data 

Title, An Investigation into Financing the Housing Sector in Ethiopia: 

Evidence from Hawassa city SNNPRS. 

Request for Secondary Data 

Dear Sir / Madam, 

Request for Information on Sectorial Allocation of Lending by Your Bank  
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I, TihitinaTerefe, wish to request for secondary information on Sectorial Allocation of 

Lending by Your bank. I am an MSC research student at Hawassa University investigating a 

research topic „Financing the Housing Sector in Ethiopia Evidence from Hawassa city 

SNNPRS.‟ As part of my data collection exercise for the research, I would like to obtain 

information from existing records of your organization. Kindly request statement reflecting the 

sectorial allocation of your lending between years 2008 to 2012 in Housing/mortgage, with 

interest rates charged. 

Information provided will be used strictly for the purpose of the effort explained above. I wish 

to express my gratitude to you in anticipation of the positive consideration of my request. 

Yours‟ faithfully, 

TihtinaTerefe 

 

Appendix 5:  Civil Servant Number and Salary in Hawassa 
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1 400-499 244 155 399 

2 500-599 32 23 55 

3 600-699 153 53 206 

4 700-799 36 27 63 

5 800-899 50 66 116 

6 900-999 110 95 205 

7 1000-1099 105 55 160 

8 1100-1199 305 163 468 

9 1200-1299 317 166 483 

10 1300-1399 26 24 50 

11 1400-1499 202 244 446 

12 1500-1599 99 10 109 

13 1600-1699 163 96 259 

14 1700-1799 187 169 356 

15 1800-1899 13 51 64 

16 1900-1999 163 110 273 

17 2000-2099 78 40 118 
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18 2100-2199 65 78 143 

19 2200-2299 110 140 250 

20 2300-2399 53 25 78 

21 2400-2499 90 91 181 

22 2500-2599 147 149 296 

23 2600-2699 44 116 160 

24 2700-2799 17 56 73 

25 2800-2899 90 136 226 

26 2900-2999 56 57 113 

27 3000-3099 19 21 40 

28 3100-3199   26 26 

29 3200-3299 52 66 118 

30 3300-3399 46 17 63 

31 3400-3499 20 18 38 

32 3500-3599 4 10 14 

33 3600-3699 42 124 166 

34 3700-3799 7 7 14 
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35 3800-3899 50 13 63 

36 3900-3999 6 2 8 

37 4000-4099 63 17 80 

38 4100-4199 3 12 15 

39 4200-4299 9   9 

40 4300-4399 71 6 77 

41 4400ÚÈx+Ę 44 13 57 

ğ=M 3115 2569 6138 

 

 

Appendix 6: Cost and Monthly Payment of Condominium Houses of the 

Condominium Houses 

 

New condominium  

 

Old condominium 

No. of 

B.Rm. 

Loan Am. Monthly  

R.Payment 

No. of B.Rm. Loan Am. Monthly  

R.Payment 

1 139,663.75 1,240.96 1 62,978.10 519.23 

1 150,896.68 1,343.75 1 106,871.43 788.90 

1 171,009.67 1,399.61 1 112,693.35 935.87 

2 171,009.67 1,439.78 2 104,107.37 816.53 
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2 178,614.74 1,474.94 2 85,538.16 670.89 

2 209,929.73 1,767.46 2 122,404.30 960.04 

3 241,368.81 2,191.47 3 172,830.10 1480.14 

studio 79,531.34 649.41 studio 31,475,31 212.67 

studio 68,376.05 547.25 studio 27,918.78 188.50 

studio 86,169.19 710.19    

 

 

2009 – 2011 PERIOD DISBURSMENT  

NO SITE NAME TOTAL NO. AMOUNT  INTEREST 

RATE 

1 ADDIS KETEMA 226 19,304,098.85 9.5% 

2 ATENA TERA 267 17,661,482.76 9.5% 

3 TABOR 106 9,572,108.37 9.5% 

 TOTAL 599 46,537,689.98 9.5% 

 

                                             2011 – 2012 PERIOD DISBURSMENT 

NO SITE NAME TOTAL NO. AMOUNT  INTEREST 

RATE 

4 DEBUB 3 & 4 389 28,874,384.04 9.5% 

5 DEBUB 5 261 15,910,997.33 9.5% 

6 DEBUB 6 331 20,388,182.35 9.5% 
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 TOTAL 981 65,173,563.72 9.5% 

               CUMULATIVE TOTAL     1580 111,711,253.703…  
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