
ABSTRACT 

TARIQ, FARIHA. Investigation of Incremental Housing Processes based on Microfinance: 

Implications for Policies and Practice. (Under the direction of Robin C. Moore.) 
 

 

The majority of houses in Pakistani cities, as in other developing countries, are not built by 

the government or the private sector but by the people who live in them. Owner-built housing 

is still the most popular form of housing production in the region, among all income groups 

and across all types and qualities of housing. There are good reasons for this: when people 

build themselves (or hire their own carpenters, masons or small contractors to build for 

them), they can control the whole process and build the house that precisely suits their tastes, 

their needs, their aspirations, and their resources.  

 

Housing is a major place-based infrastructure element and an integral part of the community 

fabric. The 'basic needs' approach introduced by the International Labour Organization in 

1976 included shelter along with food and clothing as a basic need. According to Turner 

(1972, p.176) “the very complicated problem of satisfactorily housing people on a national 

scale has not been solved in most countries of the world.” The UN Centre for Housing 

Development (Habitat) estimates that 1/4 to 2/3 of urban residents of third world countries 

live in absolute poverty and contends that an active housing policy should be seen as a 

strategic economic and social investment that will generate large multiplier effects in 

backward and forward linkages and productivity.  

 

As a solution, poor people find their own ways to build and improve their houses 

incrementally as need arises. This process of house building may take years to complete. As 

http://en.wikipedia.org/wiki/Clothing


incremental building demands incremental financing, so housing microfinance emanates as a 

solution in many Latin American countries, and has begun to develop in Asia. 

 

This study investigates the processes of incremental construction with and without housing 

microfinance practices that are at a budding stage in Pakistan. The main aim of this study is 

to evaluate success in Pakistan and to develop a framework for housing policies to improve 

human shelter in Pakistan. A grounded theory approach was used to explore forty five 

families’ experiences with incremental construction, housing microfinance and business 

microfinance. Interviews with six key informants from government, research and NGO 

sectors with expert views on housing and its finance issues produced further insight. 

 

Key findings identify a natural complementarity between incremental construction and 

microfinance in Pakistan. Families who have completed the incremental construction process 

with housing microfinance appreciate the process and recommend that it be replicated and 

scaled up both by government and microfinance institutions. 
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Chapter 1: Introduction 
 

“A house is a home when it shelters the body and comforts a soul.” 

By Phillip Moffitt 

1.1. Housing – A Shelter, A Home 
 

Housing is a major place-based infrastructural element as well as an integral part of the 

community fabric, which certainly maintains a profound impact on the social, economic, and 

physical character of a community at large. The 'basic needs' approach introduced by the 

International Labour Organization in 1976 included shelter along with food and clothing as 

one of the most fundamental human needs (Denton, 1990). Provision of appropriate housing 

is important to both economic and social wellbeing of society. “It typically constitutes 15% 

to 20% of household expenditures. Although to every individual, and particularly for the 

wealthy, housing is actually the major goal of family saving efforts. Investment in housing 

represents up to 30 % of fixed capital formation with vigorous housing programs. To a 

significant proportion of self-employed individuals, housing is equally a place of work along 

with functioning as a residence. Apart from physical and economic benefits, housing also 

carries substantial social benefits including welfare impact of shelter from its elements, 

sanitation facilities and access to health and educational facilities” (WorldBank, 1975, p.1).  

Around 900 million urban dwellers worldwide live in settlements that can be characterized as 

“slum areas.” Their numbers have grown rapidly over the last 20 years, and will continue to 

observe the same unless the housing policies of governments and international agencies 

become far more effective. The Millennium Development Goals have recognized the urgency 
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of addressing this issue. One of its main targets is to significantly improve the lives of at least 

100 million slum dwellers by 2020 (Travis et al., 2004). “Achieving this will require new 

ways of addressing such critical issues as access to land for housing, secure tenure, provision 

of basic services and improvements to housing for the urban poor. It will also mean 

supporting the incremental processes by which low-income households build, since this is 

how most dwellings are built or improved. Creative measures and new ways of financing 

these must be found” (Stein & Castillo, 2005, p.34). 

1.2. Challenge to Sustainable Housing Development 
 

“The very complicated problem of housing the people at national scale, in a satisfactory 

manner, could not be solved in most countries of the world” (Turner & Fitcher, 1972, p.176) 

The situation has not improved as of 2005; housing shortage is still most evident 

demographically, where developing countries urbanized considerably since 1950s (Habitat, 

2005). According to the UN Centre for Housing Development (HABITAT), in third world 

countries 25% to 75% urban residents live in absolute poverty and an active housing policy 

can be considered to be a deliberate social and economic investment. This investment would 

generate multiplier effects in forward and backward linkages and productivity (Jacobsen, 

2002). 

In recent years, there has been a growing recognition that affordable housing is essential for 

the physical, social, economic and environmental futures of nations in general (Habitat, 

2005). “During the 1950s, most of the East and South Asian countries were largely rural; 
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which today continue to experience rapid urban growth, with many of their urban 

concentrations reaching over one million population levels” (Habitat, 2005, p.22). The same 

is the case with the south Asian state of Pakistan, where the concentration of economic 

activities in the cosmopolitan cities including Karachi and Lahore attracted the people living 

in rural environments (Hasan & Raza, 2011). The process of urbanization however created a 

multitude of problems; the shortfall in services including housing and infrastructure among 

several challenges. There has been rapid growth of urban areas in Pakistan since the 1980s at 

a rate of around 77 percent 1981-93, which indicates a high level of “rural-urban 

transformation” (Pugh, Aldrich, & Sandhu, 1995). 

1.3. Translating Urban Growth into Demand for Housing 
 

United Nations projections indicate that developing countries will add approximately two 

billion new urban residents during the next twenty-five years (Balk, Pozzi, Yetman, 

Deichmann, & Nelson, 2005), this figure along with existing number of one billion 

individuals living in slums “frames the demand side for the need for housing and 

infrastructure services in the developing countries” (Habitat, 2005, p.22). About three billion 

people or 40 percent of world’s population will require housing by 2030. The statistical 

analysis in Global Report on housing estimates 96,150 housing units per day or 4000 per 

hour will be required. These only include new units and do not include replacement of 

deteriorated housing stocks. As elaborated by Ghaus & Pasha (1990, p.137), on the supply 

side, “the slow rate of development of residential plots in the cities and lack of municipal 
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infrastructure has limited the construction of new housing units. On the demand side, 

inflation in building material prices has reduced levels of affordability for housing and 

implied, on the one hand, that residential densities have increased and, on the other hand, that 

slums have taken up a progressively higher share of the urban population.” According to 

United Nations statistics, by the year 2000, half of the population of Asian cities was living 

in slums and squatter settlements (Murphy & Rights, 1990). The same was observed by 

Angel (2000, p.3) that the “level of informal housing occupancy (houses built without 

approval, title or adequate urban infrastructure), is normally 20 percent of the total housing 

stock” in developing countries. 

The presence of illegal housing in the form of slum and squatter settlements is a clear 

indication of the failure of governments to provide adequate housing for the individuals 

belonging to the lower stratum of society (Pugh et al., 1995). During the last decade, most 

governments have been facing serious fiscal deficits as local budgets constrained housing 

development projects (Habitat, 2005). Hardoy and Satterthwaite (1989) examined housing 

policies of 17 developing countries and concluded that only two of them had incorporated 

programs for low-income families in their national housing policy. It is the case with 

Pakistan where 24% of the total population (170 million) lives below the poverty line 

(Akhtar, 2007). Like other developing countries of the world, poor people in Pakistan are 

exposed to housing shortages and low incomes. According to the Pakistan housing census of 

1980, the number of housing units increased only by 2.1 % during a corresponding 3% 

increase in population. According to the International Bank for Reconstruction and 
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Development (IBRD), the rate of residential plot development and provision of 

infrastructural facilities could not keep up with the fast growing demand. On the demand 

side, due to high inflation of building materials, the ability of poor people to find a way to 

construct a house has decreased significantly (Ghaus & Pasha, 1990). In early 2010, a total 

shortage of 8.8 million houses was estimated and growing due to an increased demand of 

700,000 houses per year compared to the supply of 330,000 houses per year (Dawn, 2010). 

Characteristics of Pakistani housing stock is presented in Table 1.1 below: 

 

Table 1.1: Main characteristics of the housing 

accumulation in Pakistan 

Description 1998 

Total Housing (units) 19,211,738 

Urban (units) 6031,430 

Urban share % 32 

Persons per housing unit (avg) 6.8 

Urban 7.1 

Persons per room (avg) 3.1 

Source: Census Organization of Pakistan 1998 
 

 

In addition, there has been no Pakistani census since 1998 upon which to base precise 

solutions according to exact figures. For example, in Lahore, according to the Lahore 

Development Authority, there were 750,000 people living in squatter areas in the early 1990s 
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without proper provision of civic amenities, but this is contradicted by much higher 

unofficial estimates (Alvi, 1997).  

Government agencies in Pakistan have experimented with a wide range of low-income 

housing programs, such as low cost core units, a sites and services program, and slum up-

grading. However, the government produced a negligible amount of housing as compared to 

the actual demand. To implement urban development and housing programs, government 

agencies in Pakistan turned to land acquisition, which is considered the most preferred 

instrument in order to obtain land for current projects and to reserve it for future use. 

Attempts by the government to restrain land speculation and to acquire pieces of private 

undeveloped urban land for low-income housing at below-market prices were met with 

imperative resistance on the part of private landowners and property developers, which 

caused a huge drop in the government supply of low-income housing units. For instance, the 

Punjab Housing and Town Planning Agency (PHATA) is facing an annual drop of 3300 

housing units due to the bitter reality that it has had to acquire land at market price in 

pursuance of the Land Acquisition Act (1985) in order to deliver on a non-profit basis. As a 

result, most public agencies develop low-income housing societies in physically distant 

localities to avoid high land costs (Tariq & Butt, 2008). 

On the user end, these housing societies cannot gain popularity because they are 

inconveniently far from the main city. The same takes place in most of the government 

developed low-income housing projects. The public sector’s failure to anticipate and respond 

to the housing demand of low-income people continues to result in the creation of irregular 
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settlements or slums called katchi aabadis, all over the country. For example, in the largest 

city of Karachi, having a population over 12 million, more than half of inhabitants live in 

squatter or illegally developed informal settlements. Given the basic parameters of land, land 

use, land rights, location and public sector incentives associated with high population 

pressures, and the rapid pace of urbanization (Matthäus-Maier & Pischke, 2011), traditional 

modes of providing housing in unimproved settlements for the urban poor are unlikely to 

meet the increased demand. The conventional high level of services are not affordable or 

suitable for the poor. 

1.4. House Financing for the Poor 
 

Housing finance issues appear to be one of the most challenging subjects in almost all 

development economics. A large paradigm shift is required to improve housing and housing 

conditions through financing (Matthäus-Maier & Pischke, 2011). Housing finance sources in 

low and middle income level countries includes commercial, private, financial and banking 

institutions, which provide credit at market interest rates against the proof of income and the 

provision of collateral and guarantees. In developing countries, lower-middle, moderate and 

low-income households, most of which work in the informal economy, have with few 

exceptions been excluded from accessing capital from formal private or public financial 

institutions. These groups have consistently relied on informal sources, including savings, 

informal loans from friends and family, remittances from family members working abroad 

and the sale of whatever assets they have obtained from various means and sources. In recent 
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years, however, a growing number of non-traditional financial institutions serve these sectors 

with innovative financial schemes. These experiences reveal the fact that the housing needs 

of the poor can be financed in a way that is economically viable, affordable and consistent 

with tested methods of delivering finance services to the poor. Some of these institutions and 

schemes have been supported by international donor agencies (Stein & Castillo, 2005). 

Additionally, one of the most fundamental financial issues in the majority of developing 

country cities is to obtain mortgages to finance the purchase of housing. The most common 

problems that makes housing markets difficult include: a) the lack of formal property rights, 

b) poorly functioning land markets, c) weak regulatory authorities, d) low incomes and 

limited access to finance, e) lack of housing products, and f) difficulties in obtaining credit 

for home improvements (Habitat, 2005). Dowall and Leaf (1991) are of the opinion that 

private real estate markets typically produce housing that is affordable to households down to 

the lowest 30
th
 or 40

th
 percentile of the incomes and housing prices. But private lenders do 

not aspire to enter the market because of risks and the lack of management tools. In such an 

unpleasant and challenging situation, most of the urban low-income households can only 

afford to build houses incrementally, as and when financial resources become available. In 

response to this, at international level, micro-finance institutions have started lending for 

low-income housing and have become important sources of finance in recent years. The 

Global Report on Human Settlements 2005 emphasized the fact that finance is the only 

dimension of securing sustainable solutions that can fill the gap between the two extreme 
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outcomes of current systems and processes: “affordable shelter that is inadequate and, 

adequate shelter that is unaffordable” (Habitat, 2005, p.98).  

Like other developing countries, ownership of a comfortable house seems an unachievable 

dream for over two-thirds of the population of Pakistan. The housing development sectors 

have failed to provide adequate housing for the poor. There is a need for innovative ways for 

the poor to take control of their own housing needs through access to finance for the 

construction and improvement of their residences. In Pakistan, commercial banks have been 

reluctant for a variety of reasons – including lack of faith in the trustworthiness of the poor 

and inadequate databases containing pertinent information on potential borrowers – to 

provide adequate credit for the poor to build houses for themselves and their families 

(Kaleem & Ahmed, 2010). The housing solution examined in this study revolves around the 

global movement of microfinance that is expanding day by day to empower low-income 

communities through small-scale loans. Besides assisting income-generating activities, 

microfinance for house building has also attained a prominent position in many countries. 

This study will discuss the financial solutions related to incremental housing based on 

empirical knowledge gained from practices all over the world and the families in Pakistan 

that built their houses incrementally with and without microfinance. Implications for the 

policy makers and governmental and non- governmental institutions are addressed and 

reference is made to the experiences of low-income households and microfinance practices in 

Pakistan. 
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1.5. Purpose of the Study 
 

The literature reveals the very fact that little research has been conducted on the topic of 

housing microfinance. The present research aims to enable emergent theories pertaining to 

the integration of incremental housing and microfinance themes for achieving the community 

development with special reference to Pakistan. The study methodology focuses on the 

generation of a theory to develop a framework for further research (Creswell, 2007). A void 

in understanding related to the phenomena of incremental housing and housing microfinance 

in Pakistan, provides justification. The purpose is to make sense of or interpret the meanings 

that different stakeholders embrace about the phenomenon of housing microfinance. The 

objective is to look at shelter financing in practice, to learn about the best ways of 

encouraging and promoting the emerging innovation of housing microfinance (Malhotra, 

2003). Research results will illustrate patterns with which the entire process of housing 

microfinance can be identified. The findings may help formulate policy guidelines that will 

help promote community development in the urban areas of Pakistan. 

1.6. Significance of the Study 

 

“Microfinance presents a series of exciting possibilities for extending markets, reducing 

poverty, and fostering social change. Nevertheless, it also presents a series of puzzles, many 

of which have not yet been widely discussed” (de Aghion, Armendariz, & Morduch, 2007, 

p.45) and housing microfinance is also one of them. The present study makes contributions to 

the field of housing microfinance by providing empirical evidence from Pakistan. It supports 
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the argument that incremental housing can be best facilitated with housing microfinance. The 

importance of housing microfinance to achieve community development is constantly 

increasing (Mitlin, 2008).  

There is a growing knowledge base on the subject of microfinance (Ferguson & Navarrete, 

2003; Rojas & Greene, 1995). Scores of doctoral dissertations, master’s theses, and academic 

studies have been written on the topic. “Some of them focus on the non-traditional contracts 

used to compensate for risks and to address information problems faced by the micro-lenders, 

while the others concentrate upon microfinance as a way to better understand the nature of 

markets in low-income economies. Still few other studies reiterate on the ways that 

microfinance promises to reduce poverty, fight gender inequality and strengthen the 

communities” (de Aghion, Armendariz, & Morduch, 2007, p.21). However, studies focusing 

on housing microfinance implementation practices in Pakistan are rare. The research priority 

behind the present study is to investigate and analyze the newly emerging housing 

microfinance practices and their acceptability and suitably in Pakistan. Previous Pakistani 

housing studies mainly focused on sites and services programs and the practices that follow 

this model. Through qualitative analysis, this study introduces theoretical innovations and 

demonstrates how a combination of incremental housing and microfinance could be useful 

for formulating guidelines for achieving community development (Hasan, 2010). The 

resulting guidelines will help policy makers, local NGOs, professionals, researchers and 

urban communities at large. 
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Chapter 2: Literature Review 
 

 

Knowledge of the characteristics of housing demand and related solutions in low-income 

third world countries remains limited because of the unavailability of exact data and statistics 

defining the number and proportion of the people in need of houses and residences. The 

purpose of this chapter is to explore literature related to housing in developing countries and 

issues related to its finance. To be precise, this study is focused on the literature related to 

community development for the low-income incremental housing sector and its facilitation 

through microfinance schemes. As shown in Figure 2.1, three topics are specifically 

significant to this research endeavor, which include: community development, incremental 

housing, and housing microfinance. Each of these topics exhibit commonalties, which are  

framed in the following Figure: 
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Figure 2.1: Literature Map 
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2.1. Community Development 
 

Community development is a broad term applied to practices, which involve citizens and 

professionals in improving aspects of local communities. When a group in a community 

decides to initiate a “social action process to change the economic, social, cultural, or 

environmental situation of a community, it is called a community development process” 

(Christenson & Robinson, 1980, p.33). Being a vast and broad topic, the term can imply any 

of the varied segments of community development such as health initiatives, community and 

religious organizations, social services, urban planning and design, short-term community 

projects and housing projects. This study will address housing as a tool to attain community 

development. Addressing housing, therefore, will be a good point of entry in order to place 

this work in a comprehensive community-development context.  

Community development formally emerged from two major forces: community organization 

and economic development (Sanders, 1958). The term community organization referred to 

programs that tried to mobilize community resources and social relationships. At the same 

time, economic development efforts in communities were seen mainly through efforts to 

bring new industry to communities and were concerned with increasing productivity and 

efficiency. Community development evolved from the community programs that sought to 

“improve the decision-making process of the community as well as the quality of life” 

(Christenson & Robinson, 1980, p.65). Early pioneers of the field including Biddle & Biddle 

(1965); Cary (1970); and Sanders (1958), contributed a base for future community 

development researchers. Phifer (1980) cited Frank Farrington’s 1915 ‘Community 
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Development: Making the Small Town a Better Place to Live and a Better Place in Which to 

Do Business’ as one of the first published books on community development. 

Marvill (2006) considered community development an emerging field and considered it as 

certainly as a movement. Cary (1970) identified six elements of community development, 

which include:  

1. The community as the unit of action; 2. Local initiative and leadership; 3. Heedful use of 

local and outside resources; 4. Inclusive participation; 5. Organized comprehensive approach; 

6. Democratic, rational, task accomplishment. Chekki’s (1979a) Community Development 

examined the fundamental principles of community development as a process of planned 

change. One of Chekki’s aims was to clarify the nature and problems of community 

development so that the people involved in policy-making and planning would have the 

necessary information to make decisions. Chekki (1979a, p.7) states that “communities 

undergo a continuous process of alteration, adjustment, adaptation and reorganization. As in 

all systems, the change – whether natural or planned – is essential to the community if it is to 

endure and develop for the future years to come.” He also emphasizes that “community 

development as a process is a systematic approach to change in which each of the phases of 

the process may be sufficiently defined and measured in accordance with specific criteria.” 

Cary’s (1970) work also emphasizes the same reality that community development was a 

process and believed that much of the community development literature supported this 

theory. He is of the opinion that in the field of community development, theory and practice 

should go hand in hand. Without a theoretical base, the process of community development 
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could not be entirely effectual. Researchers have also provided a theoretical base for 

community development as a process that involves citizens. Community development 

literature has described the fundamental need for participation of professionals, citizens and 

authorities in the entire procedure. Citizens’ participation must be strong enough to initiate 

and implement an action towards this direction. Central to the community development 

philosophy is the development of competence so that a community can confront its own 

problems in a powerful manner (Chekki, 1979b). Littrell (1980) alluded to the element of 

participation in his discussion of self-help as a basic approach in the theory and practice of 

community development, which assumes that people arrive together in order to work 

together for making improvements in their current situation (Blakely, 1979, p.20). He also 

states that “there is no magic about people entering into group situations.” Siddiqui, Director 

of the government-NGO-community project named SKAA in Pakistan observes that “success 

can only be achieved, when community is involved in the entire process from inception to 

completion, for they eventually own the entire scheme of a project being launched” 

(Jacobsen, Khan, & Alexander, 2002, p.2). Community development seeks to empower 

individuals and groups of people by providing these groups with the skills they need to affect 

change in their own communities. The core of community development is to guide people to 

help themselves to improve the material and non-material conditions of their lives. It may be 

achieved through development in the fields of infrastructure, health, education, housing and 

others (Hyland & Hyland, 2005). Community development not only encourages economic 
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development, it paves the way towards the social development of a community (Brokensha & 

Hodge, 1969).  

The definition of community development by Christenson & Robinson (1980, p.18) has been 

applied in this study, which states that “community development is a group of people in a 

community reaching a decision to initiate a social action process to modify and improve their 

economic, social, cultural, and environmental situation.” It also serves as a means to help 

interview participants and understand how housing microfinance works in Pakistan. 

2.2. Housing Microfinance 
 

Microfinance is a financial innovation considered to originate from the Grameen Bank in 

Bangladesh during the last decade or so. Microfinance facilitates the provision of financial 

services and products to low-income people. Microfinance extends very small loans to those 

in poverty to spur entrepreneurship. Because the poor, needy members of society – lacking 

collateral, steady employment and a verifiable credit history – cannot meet the minimum 

qualifications to gain access to the traditional credit, microfinance has enabled extremely 

impoverished people to engage in self-employment projects. The United Nations declared 

2005 ‘The International Year of Microfinance’ (Microfinance Online).  

While the words microcredit and microfinance are often used inter-changeably, they actually 

maintain quite different resonances. Microcredit was coined initially to refer to institutions 

like the Grameen Bank that are focused on offering loans to the very poor people in order to 

bring progress and prosperity in the lowest stratum of the Bangladesh society. The focus was 

http://en.wikipedia.org/wiki/Microfinance
http://en.wikipedia.org/wiki/Grameen_Bank
http://en.wikipedia.org/wiki/Bangladesh
http://en.wikipedia.org/wiki/Loan
http://en.wikipedia.org/wiki/Poverty
http://en.wikipedia.org/wiki/Entrepreneur
http://en.wikipedia.org/wiki/Collateral_%28finance%29
http://en.wikipedia.org/wiki/Employment
http://en.wikipedia.org/wiki/Credit_history
http://en.wikipedia.org/wiki/Credit_%28finance%29
http://en.wikipedia.org/wiki/Self-employment
http://en.wikipedia.org/wiki/United_Nations
http://en.wikipedia.org/wiki/International_Year_of_Microcredit
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explicitly on poverty reduction and social change, and the key players included the local 

NGOs working in the country. The push to “microfinance” came from the recognition that 

households can benefit from access to financial services more broadly defined (at first the 

focus was mainly on savings) and not just credit for microenterprises. With the change in 

language has come a change in orientation, toward “less poor” households and toward the 

establishment of commercially oriented, fully regulated financial entities (de Aghion, 

Armendariz, & Morduch, 2007). 

For many, “microfinance is nothing short of a revolution or a paradigm shift” (Robinson, 

2001, p.11). The most striking thing is that the financial models of microfinance grew from 

experiments in developing countries like Bangladesh rather from “adaptations of 

standardized banking models” of the developed states of the world (de Aghion, Armendariz, 

& Morduch, 2007, p.22). 

This global movement is expanding day by day, providing small-scale loans, savings 

accounts, insurance and other broader financial services in low-income communities. “They 

are indeed unlocking the productive potential of the poor by growing and projecting the 

opportunities for the small businesses” (de Aghion, Armendariz, & Morduch, 2007, p.33). At 

the end of 2007, it was estimated that 334.8 million people were served by 3350 

microfinance institutions worldwide (Daley-Harris, 2009). de Aghion, Armendariz, & 

Morduch (2007) estimate that on average, microfinance institutions lend $120 per loan with 

maturity periods up to one year. Commercial banks would realize no profit because of the 

high transaction costs for such a small loan sizes with lengthy maturity periods. “The lack of 
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banks does not mean that poor individuals are unable to borrow. They do – but from 

unofficial and personal sources such as moneylenders, neighbors, relatives, and local traders. 

Such lenders often have the rich information (and effective means of enforcing contracts) 

that banks lack. Their resources, however, are limited. Microfinance presents itself as the 

latest solution to the age-old challenge of finding a way to combine the banks’ resources with 

the local informational and cost advantages of neighbors and moneylenders. Like traditional 

banks, microfinance institutions can bring in resources from outside the community. 

Microfinance is not the first attempt to remove the financial difficulties of the lowest stratum 

of society in respect of building their residences, but it is by far the most successful until this 

day” (de Aghion, Armendariz, & Morduch, 2007, p.35). Microfinance is an appropriate and 

admirable system for the poor people of third world countries because it springs out of their 

culture and has been developed specifically with their needs and strengths in mind. “The 

urban poor generally lack regular and high incomes and do not have any security to offer for 

collateral” (Turner, 2009, p.44). These people are left out by the traditional banks and other 

financial institutions, because they are considered to be less credit worthy (Kaleem & 

Ahmed, 2010). The poor people have consistently relied upon informal sources and personal 

relations, including savings, informal loans from friends and family, remittances from family 

members working abroad and the sale of whatever assets they have like jewelry or dowry 

(Khandker, 2005). But after the development of the microfinance industry, many poor people 

are switching because it works with their ‘informal’ ways of living. Besides assisting 
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income-generating activities and emergency situations (Smets, 2006), microfinance for house 

building has also attained a prominent position in many countries.  

Several arguments support the expansion of current microfinance programs in housing. 

Microfinance supports the household economy of micro-entrepreneurs. Although loans are 

apparently for an enterprise, households often spend the funds on emergencies and ongoing 

household needs such as housing improvements. So, indirectly, microenterprise loans extend 

credit for housing. Many microenterprise programs discovered that roughly 20 percent of 

loans goes into housing. “A few – such as FIE in Bolivia – have explicitly recognized this 

reality and started lending for housing, often by simply using the same instrument as that for 

microenterprise credit” (Ferguson & Haider, 2000, p.22). The Center for Urban Development 

Studies at the Harvard Design School undertook an assessment of current housing 

microfinance practices, involving six detailed case studies of leading housing microfinance 

programs: the Grameen Bank in Bangladesh, SEWA Bank in India, the Center for 

Agriculture and Rural Development and Payatas Scavengers Association in the Philippines, 

the South African Homeless People's Association, and Genesis in Guatemala. These case 

studies highlighted the linkages between housing and microfinance, the challenge faced 

during the extension of microcredit to poor households for shelter construction and 

improvements, land acquisition and infrastructure provision (Dorosh, Malik, & Krausova, 

2010). ACCION, an international microfinance agency suggests that “many low-income 

families build their houses one step at a time in a process known as progressive build. They 

add water and sanitation facilities to a basic house, improve roofing and gradually add new 
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rooms in the residential units. ACCION applies this progressive build concept in the design 

of housing microfinance products. Loan amounts average $1,000–$1,500 with average loan 

terms of 18–24 months, slightly larger and longer term than typical microenterprise business 

loans, but far smaller and shorter term than traditional mortgages. Lenders do not require a 

title to guarantee the loan and are willing to accept less formal types of collateral, making the 

financing more accessible to low-income borrowers. These borrowers complete the 

construction of their homes through a series of loans. With this kind of financing, young 

families can begin improving their housing sooner because they do not have to wait until 

they can afford a whole-house mortgage, and they pay less in total interest costs” (Accion 

services, 2011, p.1). 

2.2.1. Difference in Enterprise and Housing Microfinance 

 

Structurally, there are significant differences between micro-enterprise and housing finance. 

In the words of Dorosh; “Micro enterprise loans are generally smaller, with an amortization 

period of a year or less, and the enterprise revenue help pay the loan; while housing loans 

typically involve larger sums repaid over longer amortization periods and the investment 

may not produce income right away” (Dorosh et al., 2010, p.22). In addition, most of the 

institutions charge the same interest rate for housing and micro-enterprise because the capital 

raised by the institution comes from one source, usually savings. For example, the average 

rate of interest on housing loans for the six organizations in Centre for Urban Development 

Studies ranged between 8-21%, whereas interest rates on micro-enterprise loan range 
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between 17- 20%. In addition, generally, for a housing loan, a legal entitlement is required 

for collateral; though in the case of an enterprise loan, a borrower has to confirm some 

references that can guarantee the repayment of the loan (Dorosh et al., 2010; Tariq & Butt, 

2008). To minimize the repayment risks, the lender often seeks help from social control 

mechanisms like peer pressure rather than conventional collateral (Niethammer, Saeed, 

Mohamed, & Charafi, 2007). This can be illustrated in the words of a slum dweller in 

Karachi: “Everybody around us knows that I have taken Rs. 3000. So my neighbors know 

that I will not run away” (Smith, 1992, p.10). 

The loan size and term for housing loans is greater than that of micro-enterprise loans. For 

instance, the Akhuwat (the NGO under-investigation), offers housing loans from $450 to 

$600; whereas their micro-enterprise loan ranges from $120 to $300. The loan term for 

housing is two years, whereas the micro-enterprise loan term is for one year maximum 

(Khandker, 2005). In the case of the Grameen and SEWA Bank, the housing loan terms 

are ten and five years respectively as compared to one year for a micro-enterprise loan 

(Dorosh et al., 2010). 
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Figure 2.2: Inclusion of housing microfinance within a bank 

structure 

 

 

Housing finance requires a broader institutional base than required for micro-enterprise. “The 

institutionalized financial systems as commercial banks, housing cooperatives and credit 

unions require a much broader organizational platform for expanding into housing 

microfinance” (Liang, Meade, & Pardee, 2006, p.43). According to a USAID study, 

commercial banks are usually hesitant to develop the facility to deliver housing microfinance 

loans (Martin, 2008). Creation of the housing microfinance unit within the bank’s structure 

requires fundamental additions as shown in Figure 2.2 above (Denzin & Lincoln, 2000). 

*Support in linking to main bank technology 
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The experience of private commercial banks in microfinance – let alone housing 

microfinance – is still relatively limited (Tariq, 2012). An added complication is the activities 

that have to be completed before the disbursement of a housing loan, such as a survey of the 

house concerned, training of construction skills, appraisal of cost of materials and the 

availability of the basic facilities (Smets, 2006).  

Moreover, group lending is more common in micro-enterprise loans than housing loans, 

holding a group collectively liable for the repayments regarding large sums of money over 

long spans of time belonging to all the members. The organizations generally offer 

housing loans to individuals, whereas micro-enterprise lend to groups” (Dorosh et al., 

2010, p.22). The culture of group savings also resonates strongly in low-income families of 

Pakistan. The term specifically used is called “Kameti” (or committee meant to save the 

money for many people for some specific time period). 

2.2.2. Types of Housing Microfinance 

 

Housing microfinance programs have followed two distinct approaches that differ with 

respect to their origin. These are Microcredit to Housing Finance programs (MCHF) and 

Shelter Advocacy to Housing Finance programs (SAHF). MCHF initially began as Micro 

Finance Institutes (MFIs) to offer microcredit services for small enterprises and later 

extended their portfolio to housing; whereas, SAHF programs originated as an advocacy 

agenda (Dorosh et al., 2010). 
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2.2.3. Significance of Housing Microfinance 

 

Housing Microfinance can provide significant benefits to low income families and the 

community as a whole, such as improvements in the safety and health of beneficiary 

households. Out of many benefits, the most significant one is that housing microfinance can 

help poor families to buy sufficient quantities and superior quality construction materials 

(Siddique & Zaidi, 2009). Several NGOs that provide micro-enterprise finance have added 

housing finance to their portfolio in order to enable clients to purchase better quality 

materials (Tariq, 2011). As illustrated by Rojas & Greene (2008) in Figure 2.3 below, the 

costs for incremental house construction can be spread over a number of years and therefore 

more easily paid for by the low-income families: 
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Figure 2.3: The amount of micro-loan used at every stage of 

incremental housing process 

 

 

Housing is not only a shelter but also a commodity for the borrowers. A house can offer 

space for income-generating activities such as the creation of a home-based shop or 

workshop or rentable parts of the house. Furthermore, it can also be used for business and 

commercial purposes such as self-employment schemes etc. Shelter can also serve as 

collateral (Smets, 2000). Apart from physical and economic functions, a house can also have 

a specific cultural function. For example, the houses of Muslim families have separate space 
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for females, as well as some portions are also reserved for some religious performances 

including prayers, meditations and spiritual gatherings i.e. mehfils and majalis. Moreover, 

female household members can contribute to income generation activities like stitching, 

teaching and painting while staying at the house (Datta & Jones, 1999). 

In addition to the loan amount, borrowers usually receive training and technical assistance for 

house construction from MCHF free of cost. Programs such as Payatas Scavengers’ 

Association, SEWA Bank, Grameen Bank and CARD have introduced mandatory training 

courses. Many organizations also train their borrowers to have stronger voices needed to gain 

access to high officials and relevant authorities. Other institutions have developed interesting 

methods for establishing a dialogue between community residents, local officials and various 

institutions on shelter issues. SPARC and Mahila Milan, India, invited local officials and 

community members to a staged exhibition in which they constructed a full-scale cloth 

model of a house of their design to illustrate their points. SPARC uses this method to educate 

communities, along with building consensus on housing norms suitable to the community’s 

needs and financial capacity. They also develop models, which people can construct by 

themselves. More importantly, community leaders speak easily and confidently to the 

officials regarding the training programs to be launched for promoting housing (Dorosh et 

al., 2010).  

Another significance of housing loan borrowing is that the recipients have to deposit a fixed 

amount of money regularly into savings accounts as a prerequisite to qualify for a loan. 

Commitment and a capacity to save underlie the structure of housing micro-finance 
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programs (Tariq, 2011). It is evident that savings encourage the poor to put some of their 

money aside and demonstrate their willingness to make regular payments. Grameen Bank 

and Payatas Scavengers’ Association demand weekly contributions from people. SEWA 

Bank and CARD require their members to deposit money regularly for 12 and 18 months 

respectively before applying for a housing loan (Dorosh et al., 2010; Tariq, 2011).  

“Housing development is mostly incremental in nature as formal housing finance is not 

generally available to the residents in the absence of the possibility of using a formal land 

title as collateral. As a result, gradual upgrading and expansion of houses takes place as 

constrained by the household’s cash savings and/or ability to borrow informally” (Pugh et 

al., 1995, p.12). It is often perceived that housing loans are not income generating, but “in 

reality housing is not only shelter but also a commodity that offers social security and 

domestic peace as well” (Smets, 2006, p.46). It can also be an income-generating source if a 

room is rented out or converted into a workplace. Although it has been assumed that housing 

loans should be larger in magnitude and for the longer time period or term, there are 

innovative housing finance schemes that opt for short- to medium-term loans where people 

themselves make developments when resources are available (Smets, 2006). 

In his book, Housing by People, Turner (1976) observes that when dwellers control the major 

decisions and are free to make their own contribution to the design, construction, or 

management of housing, both the process and the environment produced stimulate individual 

and social wellbeing. Also, when and where the dwellers are in control, their homes are 

typically better and less expensive than those built through government programs or large 
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corporations (Turner & Fichter, 1972). According to the 2005 Habitat global report on 

human settlements, housing microfinance is proposed as an important potential resource for 

increasing the rate, scale, and quality of housing supply (Habitat 2005, p.26). Further, it is 

suggested that improvement or extension in existing units can generate more domestic space, 

which can be rented out or developed for home-based enterprises.   

2.2.4. Housing Microfinance Issues 

 

Several issues are related to the growth of housing microfinance institutions. It has been 

observed that most operate at a comparatively small scale, focused only on housing 

improvements because they need a larger credit base especially for the land acquisition 

component. Moreover, apart from incrementally built houses, for infrastructural 

development the organizations require collective action and technical expertise, which also 

increases the cost eventually (Dorosh et al., 2010; Ferguson, 1999). 

The greatest challenge faced by housing microfinance institutions is to reach those living in 

rental accommodations as slum tenements. “The solution to meet the shelter needs of these 

people includes without doubt the greatest challenge facing the housing microfinance 

industry today” (Dorosh et al., 2010, p.23). 

According to Ferguson (2008, p. 44), some factors seriously limit the expansion of housing 

microfinance: “A housing product typically has a longer tenure and can cannibalize its 

existing micro-enterprise loan business in the way that micro-entrepreneur clients could 

nominally borrow for housing to fund their business and get better terms than they would 
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carry out under a micro-enterprise credit. Thus, the end result of developing an explicit 

housing product might be lower profits, unless marketed to a new clientele or unless the 

institution monitors the use of the funds for housing.”  

2.2.5. Housing Microfinance: The Case of Pakistan 

The lessons of the Grameen Bank have been replicated worldwide, in thirty countries from 

east Timor to Bosnia (de Aghion, Armendariz, & Morduch, 2007), as shown in Figure 2.4 

below. 

 

 

Figure 2.4: Increase in growth of Grameen Bank membership, 1976-

2007 

Source: Grameen Bank Historical Data Series, available at www.grameeninfo.org. 

 

 

Nevertheless, despite the close proximity and historical ties between Bangladesh (the 

symbolic home of microfinance innovation) and Pakistan, housing microfinance remains 

limited in the latter. Organized microfinance activities in Pakistan started in 2001 as a result 

of the Microfinance Ordinance, which established the Microfinance Bank of Pakistan. The 

http://www.grameeninfo.org/
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Government of Pakistan worked with the Khushhali Bank, Kashf Foundation, Akhuwwat, 

and other organizations with the objective of increasing outreach. According to the Pakistan 

Micro Finance Network (PMN), ten million people need microfinance services but by the 

end of 2007 the anticipated outreach was only about one million (Rehman, 2007). Table 2.1 

provides survey results attempting to explain barriers to borrowing in Pakistan (Chino, 

2000): 

 

Table 2.1: Reason for not participation in microfinance 

Most obvious reason in Pakistan 

not borrowing large loans (Rs. 

1000 or above) Category 

No reason 

to borrow 

Do not like 

asking for 

loans 

Complicated 

and lengthy 

procedure 

On 

religious 

grounds 

No 

collateral 

Available 

Other 

reasons 

All Pakistan  59% 17% 8% 2% 10% 4% 

GENDER 

Male  63 13 13 3 7 3 

Female  57 20 4 1 12 5 

 

 

Muhammad, 2010 (Figure 2.5) suggests that most of the microfinance services in Pakistan 

are targeted towards agricultural and livestock sectors: 
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Figure 2.5: Microfinance services in different sectors of Pakistan 

 

 

Statistics reveal that few NGOs work specifically for housing microfinance in Pakistan; they 

include the housing loan program of the Catholic Social Services in Karachi, which operated 

from 1981-1992, disbursing 833 housing loans; similarly, Akhuwat has given 220 housing 

loans in Lahore since 2005. The range of loan is $450-$600 with a maturity period of two 

years. The Aga Khan Agency for Microfinance operates in disaster-struck areas like Gilgit-

Baltistan and Chitral. For this study, the loan disbursement procedures of Akhuwat were 

researched, including interviews with families that had borrowed housing or enterprise loans 

from Akhuwat. 

2.3. Incremental Housing 
 

Several studies have revealed the very fact that poor people build and improve houses 

incrementally only at the moment when need arises such as an increase in family size. “In 

developing countries, 70% of housing investment occurs progressively; that is, households 
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acquire land through purchase or invasion, and gradually improve the structure and legal 

tenure, and lobby for basic services. A useful approach for housing in this context offers a 

wider range of low-cost solutions rather than complete new units” (Ferguson & Navarrete, 

2003, p.25). The quality of housing in these informal settlements depends largely on the 

financial capability of the individual households concerned, their perceived security of land 

tenure, and their length of stay in the settlement (Pugh et al., 1995). “For individuals or 

households with limited incomes, the only possibility of home ownership (even in illegal 

settlements) is through shelter investment made in several stages. Land purchase, service 

installation and upgrading, as well as housing construction, consolidation and expansion, all 

are made at separate times” (Habitat, 2005, p.33). This process may take years to complete 

one single unit. “Usually this process starts with the acquisition of land either through 

squatting or purchase of a lot in an informal settlement. Whenever a threat of expulsion 

exists, the household builds a small, makeshift temporary dwelling to save the property. 

Family or friends live in the dwelling, gradually adding space and increasing quality. When a 

lot is small, households usually add another story, ideally on a flat cement roof. If the lot is 

sizeable, they expand outwards. As the community establishes, its residents join hands to 

pressurize the government for the acquisition of basic services. In the meantime, households 

usually obtain some of these services through clandestine connections to electricity and water 

lines, or by providing private suppliers exorbitant rates” (Ferguson & Haider, 2000, p.24). It 

appears that there is a natural ‘complementarity’ between incremental construction and 
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microfinance. “Incremental building demands incremental financing” (Abrams, 2006, p.8). 

Housing microfinance has proved to be a good match. 

But incremental construction, whether the addition of a room or improvement of an existing 

structure, often involves destruction, generating waste in building materials, labor and other 

resources in general. With the help of design guidance, the incremental construction of 

housing could be accomplished with far less waste. The lack of technical advice in 

incremental construction results in low quality and therefore creates huge environmental and 

land use problems. Mohni Malhotra (2003) in her article ‘Financing her home, one wall at a 

time’ gives examples of Grameen housing loan products that require borrowers to meet 

minimum health and safety standards. As argued by Tilock, incremental housing activities 

should be linked to technical assistance for at least three major reasons: 1. Risk management, 

to ensure overall structural integrity, such that a new roof is able to support a second story or 

will not be lifted off during a hurricane. 2. Institutional reputation and client satisfaction. 

CHF International and FUNHAVI in Mexico adopted this methodology. It improved living 

conditions and encouraged client neighbors to also borrow 3. Organizational mission to 

provide affordable housing with quality (Daphnis & Ferguson, 2004). 

Cost effective technical assistance to poor clients is necessarily tailored to their needs 

(Malhotra, 2003). In Quinta Monroy, Chile, an architectural group ‘ELEMENTAL’ designed 

incremental homes. With the help of governmental support, complete buildings were 

designed with a half home constructed first. All the units were designed to have access to 

public space and adequate ventilation. The units are also structurally sound to withstand the 
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earthquakes that affect the area occasionally. The overall arrangement took the 100 families 

that were living on the land and redistributed them into 4 smaller communities, each arranged 

around a common public space. The units were designed as duplexes (Figure 2.6 below). The 

initial space of each unit was about 36 square meters, which could be expanded to 72 square 

meters. 

 

 
 

Figure 2.6: 36 m
2

 Initial + 36 m
2

 self built units in Quinta Monroy, 

Chile 

 

 

In Pakistan, incremental housing was practiced in Khuda Ki Busti (KKB), Hyderabad, in 

1986 for the first time; it was subsequently replicated seven times across the country. The 

schemes provided surveyed plots in planned housing schemes. The houses as well as physical 
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and social infrastructure were developed incrementally by the allottees on a self-help basis 

(Siddique & Zaidi, 2009). 

2.4. Conclusions 
 

The incremental building approach accounts for 50% to 90% of residential development in 

the cities of most developing countries (Ferguson & Smets, 2010). The 2005 global report on 

human settlements has also emphasized the fact that “finance is the most important 

dimension for securing sustainable solutions that can fill the gap between the two extreme 

outcomes of current systems and processes: affordable shelter that is inadequate and, 

adequate shelter that is unaffordable” (Habitat, 2005, p.32). 

According to Smets (2006), a micro-loan with a maturity period of 5 years or less can enable 

flexibility, as labor and materials are added incrementally for construction or improvement 

over a period of years. “Loan finance enables occupiers to ‘bring forward’ the higher 

standards to the ‘present time’ of building. The loan repayment scheme allows households to 

adjust and smooth their patterns of consumption, saving and investment” (Pugh, 1994, p.56), 

“It helps to make borrowing more affordable, and reduces interest charges by encouraging 

rapid repayment to qualify for further loans” (Baumann & Bolnick, 2001, p.23). If we look at 

the figures at the end of 2003, Grameen claimed 3.1 million members, BRAC claimed 3.9 

million, and ASA claimed 2.3 million, nearly all of whom had been written off by 

commercial banks as being “unbankable.” Just four years later, at the end of 2007, the 3 

biggest micro lenders in Bangladesh claimed over 20 million customers: Grameen counted 
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7.4 million members, BRAC counted another 7.4 million, and ASA counted 5.4 million. 

Even accounting for the fact that people may belong to more than one micro lending program 

at a time, both the absolute and relative figures show the potential for rapid growth and scale 

(de Aghion, Armendariz, & Morduch, 2007). 

The overall conclusion of the present chapter is this that micro-financed housing initiatives 

promote community development. The extent of pre-existing level of community 

development in a locale necessary for the success of a micro-financed housing initiative has 

also been explored in this study. 
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Chapter 3: Conceptual Framework and Research Questions 
 

 

Financing of incremental house construction with microfinance is becoming popular and 

successful particularly in Latin America. “The fruitful results of this integration cannot be 

viewed as the outcome of a few isolated examples; such things do not come into existence 

overnight. They are the result of a long process of maturation spanning over 50 years of 

government with the housing industry that laid out the legal, institutional and entrepreneurial 

foundations of the current housing production and financing system” (Rojas, 2001, p.37). 

Facilitation of incremental accommodation construction through housing microfinance is not 

practiced or integrated in Pakistani housing policies. The current study will propose a 

framework to be integrated in governmental housing schemes. It aims to investigate success 

as well as barriers and prospects and perils supporting and discouraging the facilitation of 

incremental construction with microfinance in Pakistan through NGOs.  

This chapter provides an overview of the theoretical perspective and conceptual framework 

behind the present study, followed by an outline of the research questions and the definitions 

of the key terms. 

3.1. Theoretical Perspective 
 

The present study adopts a qualitative research approach. According to Creswell (2007), it 

is the self-reflective nature of qualitative research, which enables the researcher to make 

sense of – or interpret – the meanings that different stakeholders embrace. The approach 

focuses on how participants make sense of the situation they experience, and responds to 
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the same in an elucidating manner. In addition, the approach also illustrates the patterns 

with which the entire phenomenon or process can be identified and explored. Qualitative 

research methods are viewed to be the ideal for investigating the social conditions 

prevailing within a social establishment. The goal of comprehending a phenomenon from 

the participants’ viewpoint, and its particular social and institutional context, can be 

realized provided the data are collected by applying qualitative methods. In the entire 

qualitative research process, the researcher keeps a focus on learning the meaning that the 

participants maintain regarding the problem or issue under investigations (Creswell, 

2009). 

Acquired through various forms of interview, qualitative study data is meaningful due to 

the very reality of including the opinions of all the people involved (i.e. the units of 

analysis). Charmaz (2006) lays emphasis upon the subjects’ values, beliefs, feelings, and 

ideologies, rather than on the methods of research.  

Ontologically, this study is based upon relativism; which, in this case, explores the 

practices and beliefs of a studied culture (Pakistan), as much as they are dependent of the 

culture. Epistemologically, this study is based upon naturalistic inquiry, by exploring 

individual experience it relies upon context and personal history. The naturalistic paradigm 

believes that realities are holistic, multiple, and constructed; all participants and contexts 

explored are continuously being modified (Lincoln & Guba, 1985). Based on these 

characteristics, the study accepts the notion that there are a number of constructed realities 

and seeks to understand their commonalities and differences. The approach emphasizes 
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how participants comprehend and communicate their experiences with house construction 

and microfinance which demonstrate patterns of housing process. 

3.2. Conceptual Framework 
 

Early approaches to grounded theory suggested that the analysts were determined to 

approach the setting of an inquiry free from any preconceived ideas about the focus of 

analysis (Clarke, 2005; Charmaz, 2006). Contemporary grounded theorists have argued that 

existing frameworks can “provide insight, direction, and a useful list of concepts” with which 

to demonstrate a beginning (Corbin & Strauss, 2008, p.26). The conceptual framework that 

has guided this research conceptualizes knowledge from families and professionals as a 

source to enlighten incremental housing and microfinance processes in Pakistan. The focus 

lies upon community development and the means to achieve the same, with a consideration 

given to financial sources from microfinance. This framework (Figure 3.1) acknowledges the 

experiences of participants as a knowledge base, proposes housing microfinance as a 

noteworthy bridging resource that allows for the necessary financial support to poor families 

in order to construct their houses incrementally and achieve community development.  

Within this framework, in the literature review incremental housing, housing microfinance 

and community development are interrelated. Community development (as housing), in this 

research, will ensue through three phases: data gathered from families and experts in 

incremental housing, housing microfinance, and business microfinance; in applying the 

incremental housing/microfinance strategy, the successes and barriers will be appraised and 
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at the final stage community development as a contribution towards a clear, and bold housing 

policy. The above themes and their inter-relations are shown in Figure 3.1. 

 

 
Figure 3.1: Conceptual Framework 

 

 

3.3. Research Questions 
 

The research questions encompass all inquiry in their capacity, and suggest the appropriate 

strategies for data gathering and analysis (Corbin & Strauss, 2008). Several questions have 

been articulated in the present research, building on the foundations of study of the 
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relevant literature. Because of the flexibility offered by qualitative research 

methodologies, new questions evolved, paving the way towards the development of the 

present study. As per the suggestion made by Corbin & Strauss (2008) in their words, the 

primary research questions, in this study, are broad enough to allow for the above-

mentioned degree of flexibility. The main research objectives are:  

1. To explore the historical scenario of homelessness in Pakistan. 

2. To comprehend the mechanism of microfinance. 

3. To explore precedents in the housing microfinance sector in Pakistan. 

4. To propose a solution that could contribute to develop a housing policy framework to 

improve shelter facilities in Pakistan through the mechanism of microfinance.  

The goal of this study is to understand the processes related to incremental housing and 

microfinance, including how families and professionals interpret and elucidate their 

experiences. While some of the potential participants are observable, such as families using 

microfinance and those engaged in incremental construction, other participants are equally 

important. These additional informants include the NGO officials, researchers and policy 

makers. Furthermore, entering into discussion with the participants is also broad and 

inclusive in order to draw out conclusive outcomes. The first primary research question 

(RQ.1) of this study is: 

RQ.1: How can low-income housing processes be facilitated? 

This question investigates current policies regarding low-income housing processes in 

Pakistan and explores practices adopted by poor families to construct their houses. The 
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question addresses the gap in approach between the providers and the beneficiaries. Through 

the literature review, it is evident that poor families all over the world build their houses 

incrementally and in most cases microfinance appears to be a major facilitator. In order to 

understand the concepts described in the primary question in a comprehensive way, several 

research sub-questions (SQ) have also been developed:  

SQ.1: Is the facilitation of incremental housing with housing microfinance successful in 

Pakistan? 

SQ.2: Do urban people know about housing microfinance?  

SQ.3: What hinders people to participate in housing microfinance? 

These research questions lead to a series of interview questions to families and key 

informants including: 

How do the key informants (policy makers, researchers and NGO officials) ensure 

incremental housing within the context of Pakistan? What is the source of finance for the 

poor stratum to construct their personal residences and dwellings? If housing microfinance, 

how do people gather information about it and what are the main reasons that convince them 

to apply for a housing loan? If they borrowed an enterprise loan, why did they not apply for a 

housing loan? And how did the process of housing microfinance introduce benefit in the lives 

of poor families?  

The questionnaires are attached in Appendix A. 

Figure 3.2 presents a sequential diagram of the emergence of secondary research questions 

from the primary: 
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Figure 3.2: Development of Primary Research Question 1 (RQ.1) 

into Sub-questions (SQ. 1,2,3) 

 

 

 

Table 3.1: Primary Research Question 1 (RQ.1): 

Questions for Data Collection 

Research 

Question 

Secondary 

Question 

Interview 

question 

Data 

Collection 

Method 

Participants 

RQ.1 How can 

low-income 

housing 

processes be 

facilitated? 

SQ.1 Is the 

facilitation of 

incremental 

housing with 

housing 

microfinance 

successful in 

Pakistan?  

Q.31 How do you see the 

difference between 

previous additions and 

recent one (which has 

microfinance assistance)?  

In-depth Interview 30-33 Akhuwat 

Families  

Q.4 & Q.1 How do you see 

incremental housing within 

the context of housing 

sector in Pakistan? 

In-depth Interview Key Individuals- 

2 NGO Officials, 

2 Researchers 
Q.20 How has this process 

(housing microfinance) 

changed your life?  

In-depth Interview 30-33 Akhuwat 

Families 
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Table 3.1: Continued  

 SQ.2 Do urban 

people know 

about housing 

microfinance? 

Q.12 How did you find out 

about  

housing microfinance? 

In-depth Interview 30-33 Akhuwat 

Families 

Q.13 How did you contact 

the NGO? 
In-depth Interview 30-33 Akhuwat 

Families 
SQ.3 What 

hinders people 

to participate 

in housing 

microfinance?  

Q.11 What are the main 

reasons that convinced you 

to apply for a housing loan 

from Akhuwat?  

In-depth Interview 30-33 Akhuwat 

Families 

Q.10 If you knew about the 

housing loan from 

Akhuwat earlier why 

didn’t you apply for it? 

In-depth Interview 30-33 Akhuwat 

Families 

Q.8 Before the recent loan 

have you ever 

taken/applied for a loan 

from a bank, family 

member, friend, micro 

lender?  

In-depth Interview 30-33 Akhuwat 

Families 

 

 

The second primary research question (RQ.2) is: 

RQ.2: How do low-income people build their houses? 

This question will investigate the processes which low-income families in Pakistan adapt to 

construct their residences or dwellings. This question prompted the following sub-questions 

(SQ. 1,2,3):  

SQ.1: How does the process of incremental housing take place? 

SQ.2: Why do people build their houses incrementally? 

SQ.3: What are the problems people face while building their houses incrementally?  

In order to understand the process of incremental housing, two types of methods were 

applied, which include the looking and listening surveys and in-depth interviews from the 

families that have been involved into the incremental house construction with and without 
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the support of microfinance. The questions include: Why did the family decide to make 

alterations/additions/ improvements in the house? Who designed and constructed the house? 

What kinds of difficulties were experienced during the construction process? What were the 

sources of finance for construction and if it was microfinance, what were the efforts put into 

practice to pay the microfinance installments on time? The questionnaires for these groups of 

families are attached as in Appendix A. 

 

 

Figure 3.3: Development of Primary Research Question 2 (RQ.2) 

into Sub-questions (SQ. 1,2,3) 
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Table 3.2: Primary Research Question 2 (RQ.2): 

Questions for Data Collection 

Research 

Question 

Secondary 

Question 

Interview 

question 

Data Collection 

Method 

Participants 

RQ.2 How 

do low-

income 

people build 

their houses? 

SQ.1 How does 

the process of 

incremental 

housing take 

place? 

Time line graph of: 

income, family size, 

number of storeys, 

house layout 

Looking and Listening 

Survey 

30-33 Akhuwat 

Families 

Q.28 & 29 Who 

designed and 

constructed the 

addition your house? 

In-depth Interview 30-33 Akhuwat 

Families 

SQ.2 Why do 

people build their 

houses 

incrementally? 

Q.25 What was the 

reason whenever you 

decided to do an 

improvement? 

In-depth Interview 30-33 Akhuwat 

Families 

SQ.3 What are the 

problems people 

face while building 

their houses 

incrementally? 

Q30. What types of 

difficulty did you 

face during the 

construction 

process?  

In-depth Interview 30-33 Akhuwat 

Families 

Q16. Can you pay 

the installments 

easily? 

In-depth Interview 30-33 Akhuwat 

Families 

 

 

The third primary research question (RQ.3) is: 

RQ.3: What is the current scenario of low-income housing in Pakistan? 

This question will be explored through interviews with key informants affiliated with 

government, non-governmental, and academic organizations related to the low-income 

housing sector of Pakistan. It carries the following sub-questions (SQ. 1,2,3): 

SQ.1: What are government organizations doing to facilitate low-income housing?  
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SQ.2: What are non-government organizations doing to facilitate low-income housing?  

SQ.3: What are academic organizations doing to facilitate low-income housing? 

To explore government policies and research activities by academia and NGO projects in the 

realm of low-income housing, the following questions were included in the interviews with 

key informants: What are the current policies of government regarding low-income housing? 

What are the details of projects developed under government policies? Is there any ongoing 

research to support government policies? What are the difficulties NGOs undergo during 

housing microfinance practice? How do NGOs reach poor families? How do key informants 

estimate incremental housing demand within the context of Pakistan? What current research 

activities are going on in the low-income housing sector? Is any research being conducted on 

housing microfinance? The questionnaire to key informants is attached as Appendix A. 

 

 

Figure 3.4: Development of Primary Research Question 3 (RQ.3) 

into Sub-questions (SQ. 1,2,3) 
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Table 3.3: Primary Research Question 3 (RQ.3):  

Questions for Data Collection 
 

Research 

Question 

Secondary 

Question 

Interview 

Question 

Data Collection 

Method 

Participant 

RQ.3 

What is 

the 

current 

scenario of 

low-

income 

housing in 

Pakistan? 

SQ.1 What 

are 

Government 

organizations 

doing to 

facilitate low-

income 

housing? 

Q.1 What are the current 

policies of government 

regarding low-income 

housing? 

In-depth Interview Key Individuals 

2 Government Officials  

Q.2 The developed projects 

under this policy? 

In-depth Interview Key Individuals 

2 Government Officials  

Q.5 Is there any research 

undergoing to improve these 

policies? 

In-depth Interview Key Individuals 

2 Government Officials  

SQ.2 What 

are Non-

Government 

Organizations 

doing to 

facilitate low-

income 

housing? 

Q.1 Can you explain the 

whole loan process of NGO? 

In-depth Interview Key Individuals 

2 NGO Officials 

 Q.3 Which difficulties did 

you face during 

implementation of project? 

In-depth Interview Key Individuals 

2 NGO Officials 

Q.2 How you accessed 

families? 

In-depth Interview Key Individuals 

2 NGO Officials 

SQ.3 What are 

Academic 

organizations 

doing to facilitate 

low-income 

housing? 

Q.1 How do you see 

incremental housing within 

the context of Pakistan? 

In-depth Interview Key Individuals 

2 Researchers 

Q.2 What are the current 

research activities going on 

in low-income housing 

sector? 

In-depth Interview Key Individuals 

2 Researchers 

Q.3 Do the research affected 

Government policies in past? 

In-depth Interview Key Individuals 

2 Researchers 

Q.4 Is there any research 

conducted on Housing 

Microfinance? 

In-depth Interview Key Individuals 

2 Researchers 

 

 

3.4. Definition of Key Terms 
 

The intent of research is to gather data in order to answer research questions; consequently, it 

is important to clearly define the basic terms and concepts used during the formulation of the 
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questions. Most of these terms were addressed in Chapter 2. Term also serve as sensitizing 

concepts in the analysis of interviews and other data sources (Charmaz, 2006). 

3.4.1. Incremental Housing 

 

Incrementalism is a method, which involves many small, often unplanned, incremental 

changes instead of taking a few comprehensively planned large steps (Quinn, 1978). 

Incremental housing projects are programs, which facilitate access to housing opportunities 

through a phased process (Hasan, 2010). According to ACCION, one of the reputed 

international microfinance agencies, “many low-income families build their houses one step 

at a time in a process known as progressive build. They add water and sanitation facilities to 

a basic house, improve roofing and gradually add new rooms. Borrowers complete the 

construction of their homes through a series of loans. With this kind of financing, young 

families can begin improving their housing sooner because they don’t have to wait until they 

can afford a whole-house mortgage, and they pay less in total interest costs” (Accion 

services, 2011, p.1). 

3.4.2. Housing Microfinance 

 

Housing microfinance is the provision of financial services for the construction/improvement 

of houses for low-income people, who traditionally lack guaranteed, stable employment and 

a provable credit history and therefore cannot meet even the minimum qualification criteria 

to gain access to the credit. According to Daphnis, Ferguson, & Ebrary (2004, p.34), “In 

response to the housing problems of the poor and their demand for housing finance, 

http://en.wikipedia.org/wiki/Employment
http://en.wikipedia.org/wiki/Credit_history
http://en.wikipedia.org/wiki/Credit_%28finance%29
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innovations in providing shelter loans on commercial terms to poor people are emerging 

largely from private financial institutions, many of which originated as microfinance 

institutions. These institutions are a heterogeneous set of players comprising private 

commercial banks, credit unions, nonbank financial intermediaries, housing finance.” 

3.4.3. Community Development 

 

Community development empowers individuals and groups by teaching them the expertise 

they need to bring change to their communities. “The core of community development is to 

assist people to help themselves to improve the material and non-material conditions of their 

lives” (Hyland, 2005, p.27).  
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Chapter 4: Research Design and Methodology 
 

 

The present chapter aims to elucidate the methodological framework established for the 

study. The chapter contains the description of procedures used to access the data, including 

the population selection and sample size, interviewing procedures and protocols, researcher’s 

role and bias, and quality standards. 

4.1. Research Strategy: Grounded Theory 
 

Since little research has been conducted on the topic of housing microfinance, this study aims 

to enable emergent theories pertaining to the integration of incremental housing and 

microfinance themes in order to articulate a comprehensive community development scheme. 

Taking the blueprint of these facts and figures in mind, grounded theory was selected for the 

present study. Grounded theory methodology focuses on the generation or discovery of a 

theory to develop a framework for further research (Creswell, 2007). The approach assumes 

“that all of the concepts pertaining to a given phenomenon have not yet been identified, at 

least not in this population and place. Or, if so, the relationships between the concepts are 

poorly understood or conceptually undeveloped” (Strauss, 1998, p.53). A void in the 

understanding, related to the phenomena of incremental housing and housing microfinance in 

Pakistan, also endorses justification for the selection of grounded theory approach for the 

current study. 

Various strands of grounded theory have been developed since its inception. The approach 

was initially developed by Glaser & Strauss in the 1960s, when they moved traditional 
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qualitative theory beyond strictly descriptive studies into the creation of theoretical 

frameworks constructed through abstract theoretical explanations of social processes, 

employing a constant comparative process (Charmaz, 2006). The research methodology 

developed in grounded theory closely fits with the gathered data, carrying conceptual density 

and showed durability over time (Glaser & Strauss, 1967). 

The researchers interested in grounded theory can easily adapt the basic grounded theory 

guidelines of coding, memo-writing, sampling and the constant comparative method as a 

neutral foundation or exploration into phenomena of interest (Charmaz, 2006). Given the 

basic assumptions of grounded theory regarding the absence of substantial concepts 

pertaining to an area of interest, the established research question for a grounded theory study 

clarifies the area of interest to be explored, confines the researcher within a specific 

framework of interest (Strauss, 1998). 

The central phenomena of interest in this study are the experiences of families as they strive 

to construct their houses incrementally. Financial solutions to facilitate such type of 

construction are under-represented in research and literature specifically for Pakistan. The 

study intends to extract the experiences of all the families under investigation about the 

integration of incremental housing process with housing microfinance through in-depth 

interviews and surveys.  

Grounded theory applies an iterative process, allowing the initial open-ended data collection 

to guide the process under this arrangement: Data collection, data analysis, and theory 

building happen in unison (Groat & Wang, 2002). Grounded theory holds the basic 
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ontological principle that ‘there are multiple socially constructed realities’ (Groat & Wang, 

2002; Thomas A. Schwandt, 1997). These multiple realities are based upon social, political, 

cultural and economic structures of a society, crystallized over time. This “knowledge does 

not accumulate in an absolute sense; rather, it grows and changes through a dialectical 

process of historical revision that continuously erodes ignorance and misapprehensions and 

enlarges more informed insights” (Denzin & Lincoln, 2000, p.43). 

The diagram below illustrates the research design for grounded theory, exploring the process 

of incremental housing on the basis of microfinancing in Pakistan. Data collected from 

families with incrementally constructed houses with and without housing microfinance; 

families who enjoyed enterprise micro-loans only; and individuals working in the realm of 

low-income housing will be analyzed in the present study. The results from analysis (coding) 

will then be applied to propose themes for theory-building and implications for policy 

makers. 
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Figure 4.1: Research design of the study 

 

 

4.2. Data Gathering Methods 
 

The grounded theorists, according to Charmaz (2006), select the scenes they observe and 

establish profound observation within them. If used with care and thoroughness, grounded 

theory methods provide systematic guidelines for probing beneath the surface and digging 

into the scene. The major purpose behind conducting interviews includes the exploration of 

thoughts capturing people’s minds (Henderson, 1991). A researcher cannot observe feelings, 
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thoughts, and intentions, previous behaviors, or how people organize the world; 

consequently, the researchers have to rely on people’s verbal accounts as well as body 

language in order to extract the feelings they maintain regarding the issues under 

consideration. 

For this research, in-depth interviews and looking and listening surveys were used to collect 

data regarding the process of incremental housing with and without housing and business 

microfinance. First of all, an NGO disbursing both housing and business loans was contacted 

and asked for the names of the families who had completed the construction of their houses 

with the help of housing microfinance and families that had borrowed and enterprise loan. 

Furthermore, in order to explore the difference in incremental housing of the houses 

performed without housing microfinance, the families residing in the same neighborhood 

were approached and interviewed. Further, key informants were also interviewed in order to 

explore the current scenario of low-income housing in Pakistan. 

4.3. Sampling and Study Participants 
 

Grounded theory looks at the patterns of interpretation that members of a cultural group 

invoke during the course of performing their everyday activities (Cohen, Manion, Morrison, 

& Morrison, 2007). According to Creswell (2007), grounded theory focuses on the specific 

generation of a theory from specific and applicable participant insight. Thus, investigators 

select a participant sample based on their individual contributions to the development of a 

theory.  
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In research there are generally two types of strategies for participant selection: empirical or 

statistical, or theoretical or purposive strategy. The former is based primarily on 

representative selections of some population, while the latter focuses on relevance to the 

research question instead of population representation (Schwandt, 2007). For grounded 

theory application, which focuses on the specific generation of a theory from specific and 

applicable participant insight, the investigator is best suited to select a participant sample on 

the foundations of their individual contribution to the development of a theory (Creswell, 

2007). 

As noted above, however, while theoretical sampling and purposive sampling are often used 

interchangeably, some grounded theory researchers claim that there is a deliberate and 

important distinction between the two (Creswell & Clark, 2007). “Theoretical sampling, 

Charmaz (2007) argues, is a purposeful sampling but it’s purposeful sampling according to 

categories developed from analysis and these categories are not based upon quotas; they are 

based on theoretical concerns.” In grounded theory studies, the researcher does not know 

about the nature of the developed categories until initial data has been gathered. It is 

therefore initial and more generalized purposeful sampling must occur first. 

This distinction aligns with the three stages of sampling as delineated by Strauss and Corbin 

(1998): initial sampling, relational, and variational sampling. These phases can also be 

referred to as open coding, axial coding, and selective coding, which are parallel to the 

selection process (Creswell, 2007). The goal of the first round of initial sampling is to draw 

out the roadmap in order to categorize and name phenomena, without concentrating 
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specifically on the collection of data from the selected population (Strauss, 1998). This 

process turns out to be supportive for creating groups and general classifications that inform 

further data collection. Relational or variational sampling, as denoted in the second round of 

sampling, builds on the data gathered at the initial stage, and seeks to establish “dimensional 

range or variation of a concept and the relationships among a concept” (Strauss, 1998, p.55). 

This second step aims to comprehend with the full range and breadth of developing theories, 

allowing the researcher to determine boundaries and narrow the focus of the exploration. 

Discriminate sampling, the final stage, results from the selective coding process to take the 

final steps toward forming a theory. It validates the relationships between developed 

concepts, which ultimately lead to the end of sampling process.  

4.3.1. Sampling Procedure 

 

Here purposeful sampling is applied to work toward the development of concepts and 

theories and is not focused on representing specific populations such as race, ethnicity, 

gender, and age, etc. However, these categories were minutely observed in the participant 

profile, along with the information about educational and income level. Initial intensity 

sampling allowed for the selection of specific individuals who are participants in 

“information-rich” cases (Patton, 2002). These include the families doing incremental house 

construction with or without microfinance.  

The initial list of participants was created through the portfolio of one keystone NGO called 

Akhuwwat (or brotherhood). As there are not many organizations offering micro-loans for 
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housing, this organization was referenced to capitalize on the experience of families 

borrowing housing micro-loans. This targeted process allowed for purposeful selection of 

families for in-depth interviews of their experiences regarding the integration of housing 

microfinance and incremental house construction processes. Table 4.1 sketches out 

participants, as follows: 

 

Table 4.1: Study participants 

 

 

 

Non-user cases are typically engaged in qualitative research for perspectives that may contest 

the theories developing from within the data (Strauss, 1998). However, the selection of non-

user cases of both processes is difficult but user of either process can be selected from the 
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NGO-Akhuwwat portfolio and the neighborhood where the first two family groups reside. As 

the intention of this study is to explore the process of integration of incremental housing with 

housing microfinance, the selected participants had experience in either or in both of these 

processes. Additional participants as key informants included government officials working 

in the housing sector, officials from Akhuwat, as well as researchers conducting research in 

the low-income housing sector. 

As the research progressed, the number and type of interview participants was added and 

omitted depending on the emergence of themes referring to the processes of incremental 

housing and microfinance. 

4.3.2. Sample Size 

 

There is a continual question of sample size in qualitative studies since statistical significance 

is not applicable. As the present research critically examined selected family perspectives, a 

small sample size was decided upon. “However, small can be debatable, others cite 

references of between twenty and thirty for grounded theory studies” (Creswell, 2007, p.33). 

Strauss & Corbin (1998) also suggest that the initial interviews could be applied to help 

narrow the scope of the study and inform future interview direction. Focusing upon the 

direction of future interviews from initial conversations, may affect the final sample size. 

While Thomson finds that theoretical saturation typically takes place between10 and 30 

interviews, he suggests that a researcher should plan initially for 30 (Thomson, 2007). As 

analysis is concurrent with data collection, data is recorded and analyzed between each 
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interview. So when new information ceases to appear in the newly gathered data, the surveys 

would be stopped. For this study, the sample includes the following:  

1. Six key informants including researchers, NGO officials, and government officials in the 

realm of low-income housing sector, and  

2. Thirteen to fifteen families, which have experienced incremental housing with housing 

microfinance (Group 1). 

3. Thirteen to fifteen families that have experienced only enterprise microfinance (Group 2). 

4. Thirteen to fifteen families that have experienced only incremental housing without 

microfinance, also called neighboring families (Group 3). 

The questions brought forth in the interviews address the experiences, policies and research 

that are imperative to low-income housing development in Pakistan, specifically to 

incremental housing and housing microfinance. The matter, this research is focused on, is the 

experience of incremental housing process and microfinance and the impediments to 

expanding its outreach in public policies of Pakistan. 

Two methods were used to gather data, in-depth interviews and looking and listening 

surveys. Details of each are elaborated below: 

4.4. Method 1: In-depth interviews 
 

An in-depth interview is a qualitative research technique that allows person-to-person 

discussion. It can lead to increased insight into people's thoughts, feelings, and behaviors on 

vital issues (Patton, 2002). Since this study seeks to understand personal perspective in-
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depth, not all data gathering methods were viewed as perfect or appropriate in this study. 

Strauss & Corbin (1998) distinguish interviews to be a critical method for obtaining valuable 

data in a grounded theory study. Similarly, Charmaz (2006) underscores the importance of 

choosing data collection methods that allow for the researcher to guide interests, sensitize 

concepts, and follow up with expressed notions within the data. The interview structure 

allows for all of these elements to occur seamlessly in the flow of discussion. 

4.4.1. In-depth Interviews with Families (Group 1) - Participants 

 

For these in-depth interviews, families that have experienced incremental construction 

financed though housing microfinance were interviewed. The NGO, under investigation, was 

approached via email and asked about the families that had accepted housing micro-loan 

from their institution and completed at least the first loan period and the relative construction. 

On consent, a sample of fifteen families was framed by concentrating on 161 houses 

completed with housing microfinance during 2005-2010 (as shown in table 4.2 below). In 

order to review the accuracy of the questionnaire, a pilot interview was conducted before the 

formal in-depth interviews. In addition, the questionnaire was reviewed at every stage and 

was modified as interviews progressed. The interviews were conducted in relaxed locations 

such as the family house. The questionnaire is attached as Appendix A. 
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Table 4.2: Akhuwat housing loan portfolio 

 

Source:
 
Information from Dr. Kamran Shams-Director and Member of Executive Committee of Akhuwat-Lahore 

 

 

4.4.2. In-depth Interviews with Families (Group 2) - Participants 

 

In order to conduct in-depth interviews, families that had borrowed enterprise micro-loan 

were selected. The NGO-Akhuwat was approached via email and asked about the families 

that had taken enterprise micro-loans from their institution. On consent, a sample of fifteen 

families was framed around the enterprise loan product, which is 91% of Akhuwat's total 

loan portfolio since 2010 (Mustafa & Ismailov, 2008) as shown in table 4.3 below. The 

interviews were conducted in relaxed locations like the family residence. The questionnaire 

is attached as Appendix A.  

Akhuwat Portfolio
$470-600/housing loan, Maturity 2 years

161 Houses completed

with Housing Microfinance 

2005-2010
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Table 4.3: Number and type of loans and their 

respective percentages disbursed by 

Akhuwat 

Loan Product Number of Loans Portfolio % 

Enterprise 13,351 91 

Liberation 762 5 

Housing 161 1 

Education 132 1 

Marriage 218 1 

Health 101 1 

Total 14,725 100 

 

 

4.4.3. In-depth Interviews with Families (Group 3) - Participants 

 

Families engaged in incremental house construction without microfinancing were 

approached through a snowball sampling technique. The information about them was 

collected through the families that had enjoyed the benefit of microfinancing. Most of the 

time, these families were the neighbors of the other group of families. A sample of fifteen 

families was framed around houses that had undergone renovations or alterations during the 

last thirty years without housing microfinance. The interviews were conducted in the houses. 

The questionnaire is attached as Appendix A. 

4.4.4. In-depth interviews with families – Protocols and Procedures 

 

For in-depth interviews, the researcher sought the views of the families under investigation 

about their familiarity and experience with incremental housing, housing microfinance and 
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enterprise microfinance. According to Creswell (2009), during in-depth interviews, the 

information is filtered through the views of interviewees. Interviews were initiated in the 

light of demographic information. Questions relevant to the participant’s experience with 

housing microfinance and incremental housing process were then asked. Towards the end 

they were encouraged to propose suggestions about alterations of processes in years to come. 

All questions were assumed to serve as an appropriate framework for discussion, which led 

the participants into their own descriptions of preferred methods they had experienced or 

would like to see. 

Each interview was digitally recorded with the participants’ permission. All recordings were 

confidential and coded with interview numbers in lieu of participants’ names. Written short-

hand notes will also be taken during each interview for follow up questions and special 

comments of interest. All questionnaires and audio recordings, both primary and supporting, 

were transferred to the researchers’ personal laptop and backed-up on the internet. Audio 

files were transcribed by a translator and reviewed by the researcher. 

4.4.5. In-depth Interviews with Key Informants 

 

The six key informants interviewed included researchers, policy makers and NGO officials. 

Included were two government officials working in Kachi Abadi (squatter settlements) cell 

of the Capital Development Authority (CDA), Islamabad, two officials from NGO-

Akhuwwat which had been disbursing micro-loans, and two researchers from the Housing 

Department of the University of Engineering and Technology, Lahore. The relevant 
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questionnaire is attached as Appendix A. 

4.4.6. In-depth Interviews with Key Informants – Protocols and Procedures 

 

The key informant in-depth interview used a comparatively more flexible approach than the 

one applied to families. Questions were asked in order to explain the policies, projects and 

research in low-income housing sector of Pakistan. This type of interview permits the 

interviewer to encourage an informant (respondent) to talk at length about the topic of his 

interest. The same technique has been used for gathering the ideas and information related to 

the present research topic. The respondents were contacted and communicated by phone to 

confirm their willingness to participate in the research process (Patton, 2002). For these 

interviews, separate thematic questions were outlined for each set of individuals. Appendix A 

outlines the questions for government officials, NGO officials, and researchers.  

These interviews enquired about details of the low-income housing projects supervised, 

/practiced and studied by each interviewee. Difficulties undergone and suggestions for 

improvement were probed. The length of the interview depended on how much the 

respondent intended to participate in discussion. In order to ensure that the respondents freely 

expressed themselves, the interview was not interrupted until the interviewee finished his 

viewpoint. A recorder was used with permission of interviewees and notes of critical points 

were taken that might be missing in the recorded data such as some non-verbal expressions, 

etc.  
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4.5. Method 2: Looking and Listening Survey 
 

A survey is a systematic method for gathering information from (a sample of) entities for the 

purposes of constructing distributors of the attributes of the larger population of which the 

entities are members. It is not just the instrument (the questionnaire or checklist) for 

gathering information, but also serves as a comprehensive system for collecting information 

to describe, compare or explain knowledge, attitudes and behavior (Pfleeger & Kitchenham, 

2001). For this study, the looking and listening survey method was adopted to explore the 

process of incremental housing. This particular survey template was being created by 

SIGUS-MIT, an incremental housing forum of the School of Architecture and Planning at 

Massachusetts Institute of Technology. The template was framed to guide a network of 

universities for collecting data regarding incremental house construction processes in their 

respective countries and to present their work in the 'Global University Consortium 

Exploring Incremental Housing' in the year 2010.  

The survey instrument is used in this study for recording information of each individual 

house undergoing incremental development with or without housing microfinance in order to 

measure the type and year of increment, the relevant cost of construction, the source of 

finance and the family size at each increment. Results give an overview of cost of 

construction with the passing years and the type of increment built with increase or decrease 

in family size. For each individual house a measured plan was drawn, highlighting the 

increment with its year of construction. 
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4.5.1. Participants 

 

Thirty families participated who had executed/performed/committed incremental house 

construction with and without housing microfinance participated.   

4.5.2. Looking and Listening Survey-Protocols and Procedures 

 

SIGUS-MIT included protocols to conduct looking and listening surveys, the present study 

adopted the same set of protocols with slight modifications, including the following. 

4.5.2.1. Setting up the Survey  

 

There are three tasks for a surveyor to set up the survey, these are: 

 Sketch plan of house  

 Measure room sizes  

 Photographs: front of house, rooms, family portrait 

4.5.2.2. Start the Survey– Meeting the family 

 

 Let them know about the researcher (Introduction)  

 Let them know about what the researcher aims to perform (Purpose) 

 Let them know why the researcher intends to perform it 

 Let them know how the researcher will utilize the information 

4.5.2.3. The Survey Procedure  

 

 Narrative history – Focus on stages of expansion, the trigger that initiated the 

expansion, and the family circumstances (family size, income, employment). 
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 Room walkthrough – Go through each room, discuss expansion, measure and take 

photographs.  

 Wrap up/summary – Review what you recorded to make sure correct, and add 

anything omitted.   

4.5.2.4. Documenting Survey Results 

 

The goal is to summarize information for each case on one page. The elements of the 

description include the following: 

 Heading: Type of area – formal/informal, previous squatter, site and services, 

upgrading project, or independent. 

 Process Graph: Links four key elements in the process: time, family size, household 

income: multiples of minimum income, number of rooms: bedrooms, living rooms, 

kitchen, bath each count as ‘1’. 

 Expansion Descriptions: For each stage, a short summary of basic information along 

with a sketch of the layout. 

Trigger/catalyst: why did the expansion occur at this time, reason? 

How built: materials, who built (assistance or self-help, etc.)? 

Issues: What were the biggest difficulties, the biggest obstacles? What cost the most? 

Family circumstances: employment, family description: children, parents, 

grandparents, relatives, other? 

Services: what available, how supplied, costs? 
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Costs: Estimation of direct outlay, estimation, self-help/volunteer input (days), and 

ask: “For how much could you sell your house?” 

 Photographs, Sketch: Beginning provisions, current views: front and interior. 

All of these are tied up in Table 4.4 below; which is also added in group of family 

questionnaire: 

 

Table 4.4: Indicating incremental construction 

 Year Family 

size 
Income Cos of 

Construction 
Source of 

Financing 
Additional floor 1      

Extra room for household purposes 2      

Extra room to rent or backyard room 3      

Extra room or space for business 4      

Building a kitchen or improving finishes 5      

Building a bathroom or improving 

finishes 

6      

Improving or putting on a roof/ceiling 7      

Improving or putting in a floor 8      

Painting, plastering, or wall repair 9      

Doors 10      

Connections to an outside water line 11      

Internal water/plumbing installations 12      

Connections to an outside power line 13      

Internal electricity/outlet installations 14      

Add wall or fence around property 15      

Other, please specify……… 16      
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Figure 4.2 is the sample of output from looking and listening surveys, which will be 

generated for every single house that has undergone incremental construction: 

 

 

Figure 4.2: Sample output of looking and listening surveys 

Source: SIGUS-MIT website: Incrementalize It 
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Protecting the rights and welfare of the participants was also a major consideration during 

this study and the protocol complied with the Institutional Review Board (IRB) standards. 

Appendix C contains documentation approved by the IRB. In addition, the content of the 

following Approach Protocol towards human subjects was approved with the help of a full 

review process. 

4.6. Researcher’s Role and Bias 
 

Grounded theory researchers are commonly disclosed to enter the field free of preconceived 

notions and motives (Groat & Wang, 2002). Strauss & Corbin (1998) suggest that the 

researcher’s purpose and views should be made explicit so the reader can judge what bias 

may have entered into the study or if an inappropriate negative or positive influence shaped 

the data analysis. The researcher’s role, comments and questions turn out to be supportive for 

the research participant to articulate their intentions and meanings (Charmaz, 2006). In most 

cases, the researcher is better off acknowledging possible biases than to ignore them (Liang 

et al., 2006). The issue of bias in qualitative research is very important and demands special 

attention and discussion in methods. In this study the issue under discussion is a complex 

one, which could result in the researcher becoming easily be attached to a certain viewpoint 

that could jeopardize impartiality due to cultural understanding. To avoid such a situation, 

the researcher kept and disclosed a separate journal of her speculative interpretations, which 

was used as evidence that the data was not supported by her personal speculations. 
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4.7. Quality Standards 
 

Glaser (1998) identifies four criteria from which to approach grounded theory studies in 

particular, i.e. fit, relevance, workability, and modifiability. Within these assessment 

strategies, the concept of fit addresses how formulated theoretical concepts from within the 

study suit the incidents that they represent, which is likewise related to how vigilantly the 

incidents and theory were put through iterations of cross-checking and comparison. The 

second concept, relevance, discusses the involvement and investment of participants, 

guaranteeing that the study is not dry, or being accomplished solely as an academic exercise. 

The third concept, workability, proposes that a developed theory succeeds when it logically 

explains how the target problem is being addressed by the proposed theory, and that it 

accounts for different levels of variation within the gathered data. Lastly, a working 

modifiable theory has the ability to be altered when new data is brought into the scope of 

previously established data. As outlined through these four considerations, a grounded theory 

is never absolute, but the developed theory can fit the subject well, be relevant, be workable 

and be modified.  

Charmaz (2006) provides four slightly different categories of criteria for assessing grounded 

theory studies: credibility, originality, resonance, and usefulness. Credibility combines 

Glaser’s categories of fit and relevance, focusing on the range of categories covered in the 

research, providing evidence for claims made, and iterative comparisons between the data 

and the findings. Originality lays stress upon the significance of the research, and whether 

the topic is new and broadens or develops current ideas. Resonance refers to relating the 
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research to the needs of the field, drawing larger connections to other lives and institutions as 

appropriate and resounding with the participants and others in similar situations. Finally, 

usefulness speaks to the application of the findings in the daily lives of individuals, as well as 

contributing to the growing body of knowledge in the area. 

This study will work toward Charmaz’s assessment criteria, focusing on credibility, 

originality, resonance, and usefulness. Regarding credibility, the range of categories covered 

in this exploration is broad yet appropriate, addressing issues from individual experiences to 

larger issues pertaining to government organizations, NGOs and researchers. The themes 

developed will be brought back to the data and repeatedly reviewed. The research on 

methods facilitating incremental housing process is sparse in Pakistan. Given this 

background, the topic achieves originality, developing and broadening the scope of 

incremental housing processes in Pakistan. The findings of this study are expected to reflect 

the experiences of people in other developing countries. The implications of this study are 

expected to affect governmental organizations, financial institutions, architectural firms and 

building material suppliers. It will realize connections to other fields and institutions not 

included in the study, and will achieve resonance. Finally, the findings will be constructive to 

the policy makers as they formalize low-income housing policies, to low-income people 

providing financial solutions to support incremental construction, and will contribute to the 

increasing body of knowledge on the topic. 

According to Guba and Lincoln (1998), there are three general quality concerns for 

qualitative research: historical situatedness, eroding ignorance and transformational 
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impulse. The effort towards attainment of these quality concerns in the proposed research is 

described in the following sections:   

4.7.1. Historical Situatedness 

 

This concern has to do with the extent to which the inquiry takes into account and highlights 

the political, gender, ethnic, and racial aspects of the situation or setting under investigation. 

The data proposed to be collected through in-depth interviews with families will tend to 

highlight all of the above stated aspects for incremental housing processes and microfinance 

prevailing in Pakistan. 

4.7.2. Eroding Ignorance 

 

This study attempts to uncover and make explicit social, cultural and physical dynamics that 

have previously gone unnoticed. Through this study, some major issues that prove a 

stumbling block for the practice of housing microfinance will be discovered (Groat & Wang, 

2002). In Pakistan, generally the projects never go through the details of why the families are 

not participating and what can be done to improve the incremental housing processes. This 

study will try to find the gap, which remains in the previous research and will tend to involve 

families in discussions, making them realize at the same time about their rights.  

4.7.3. Transformational Impulse 

 

In this quality standard there is some imperative to action, a desire to somehow transform the 

existing situations or practices (Denzin & Lincoln, 2000). The inadequate access of families 

to financial resources for building their houses incrementally has resulted in a lack of social 
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wellbeing. These situations prevail in developing countries like Pakistan where there is an 

inadequate or complete lack of community development projects. In addition, governmental 

intervention is unable to yield the desire impact. The resources availability relative to the 

requirements of social sectors like housing is very low. Through the present study, the 

researcher intends to breed awareness about the role and contribution of family in community 

development practices. 
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Chapter 5: Analysis 
 

Tabulated and analyzed research findings are presented in this chapter. Respondent replies 

are used as direct quotations in order to communicate additional insight about participants’ 

thoughts and perspectives. As reviewed in the previous chapter on methodology, the data 

were gathered predominantly in the form of in-depth interviews with families and key 

informants and looking and listening surveys (results of which are attached as Appendix B). 

The interviews were conducted during a sixteen-week period in September/2011 and were 

recorded digitally. Two male surveyors were also hired to facilitate the researcher in order to 

have access to the local male household members and for measuring the house dimensions 

for the looking and listening surveys. The areas where NGO-Akhuwat has disbursed its 

housing and business loans were highlighted on a map, and a pilot survey was conducted by 

car. After confirming the list of the participants with NGO-officials, the researcher contacted 

the participants by phone and informed them about her time of arrival. As most of the 

respondents were low income and did not own a car, the researcher parked her car far behind 

the residences, and reached there by walking with the casual outlook of a normal Pakistani 

woman. If a lady appeared at the door or answered from inside, the researcher moved 

forward and took the leading role approaching the individuals’ residences; however, if 

answered by a male member, then the surveyors performed the same job. Being a female, the 

researcher had greater access to the interior of the house. Nevertheless, some of the 

participants restricted the researcher to walk inside their houses for the purpose of drawing 

and taking pictures and dimensions subsequently. In a few instances, respondents also 
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misjudged the position of the researcher and wondered that if she would facilitate them with 

a loan, and offered her drinks and food according to their financial positions. The researcher 

was also surprised during data collection when she found women running small businesses 

inside the houses, along with taking care of their children side by side. The living conditions 

in those houses were far better than neighboring houses, their children were attending school 

and the female members of the families looked more active than the males.  

The names of the participants are changed in order to maintain complete confidentiality. For 

coding purposes, the interviews were transcribed by a third-party service, in order to evade 

any bias on the part of the researcher. The discussions with different individual participants 

were consistently referenced throughout this chapter with the help of direct quotations. 

This study seeks to answer one central research question i.e. how is incremental house 

construction best facilitated with housing microfinance to achieve community development 

in Pakistan. Through purposeful sampling and in-depth interviews, rich descriptive data was 

gathered to inform the complex issue of facilitation of incremental house construction with 

housing microfinance. The analysis of the data results in themed categories and clustered 

data applicable to the central research question and the initially outlined sub-research 

questions.  

Table 5.1 outlines the description of each group in a sample with a number of people 

interviewed from each. 
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Table 5.1: Description of Sample Size 

Sample Size 
Sr. No. Type Description  # Interviewed 

1 Group 1-Families Doing Incremental Construction with 
Housing Microfinance 

14 

2 Group 2-Families Doing or Not Incremental Construction 

with Business Microfinance  

16 

3 Group 3-Families Doing Incremental Construction 

without Microfinance 

9 

4 Key Informants Researchers, Government Officials 

NGO Officials in Housing sector 

6 

Total 45 

 

 

The Table 5.2 incorporate detailed information of each group from Table 5.1 including name, 

gender, total number of years living in the house with doing incremental construction or not. 

 

Table 5.2: Basic information about participants in group 1, 2 & 3 

Description Sr. 

No. 

Name of  

Respondent 

Male/ 

Female 

Number of years 

living in house 

Incremental 

Construction 

Group 1-

Families 

(Incremental 

Construction 

With Housing 

Microfinance) 

 

 

1 Sadia F 30 Y 

2 Mehboob M 34 Y 

3 Mehmood M 27 Y 

4 Imtiaz M 22 Y 

5 Shabeeran F 35 Y 

6 Nuzhat F 14 Y 

7 Asma F 30 Y 

8 Abid Ali M 22 Y 

9 Fozia F 10 Y 

10 Saqib M 30 Y 

11 Mushtaq M 31 Y 

12 Sagheer M 35 Y 

13 Nighat F 30 Y 

14 Irfan M 2 Y 
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Table 5.2: Continued 

 

Group 2-

Families 

(Incremental 

Construction 

With Business 

Microfinance) 

 

1 Sumaira F 24 N 

2 Ammar M 30 Y 

3 Farah F 30 N 

4 Shuaib M 30 Y 

5 Kiran F 03 N 

6 Aleem M 40 Y 

7 Riaz M 30 N 

8 Saqib M 30 Y 

9 Mehr-un-Nisa F 2 N 

10 Saima F 30 Y 

11 Kauser F 30 N 

12 Fatima F 25 Y 

13 Iffat F 30 Y 

14 Nazia F 10 Y 

15 Ishfaq M 30 Y 

16 Mushtaq M 31 Y 

Group 3-

Families 

(Incremental 

Construction 

without 

Microfinance) 

 

1 Usman M 25 Y 

2 Ikhlaq M 32 Y 

3 Rashid M 30 Y 

4 Hamid M 28 Y 

5 Hadia F 7 Y 

6 Muneer M 25 Y 

7 Shahnawaz M 30 Y 

8 Fahad M 30 Y 

9 Anwar M 50 Y 

 

 

Table 5.3 outlines the name of key informants and type of housing organizations they are 

associated with.  
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Table 5.3: Basic information about key informants 

Key Informants 

Sr. 

No. 

Name of 

Respondent 

Type of 

Organization 

1 Hassan Research 

2 Ahmer                   Research 

3 Ahmed Government 

4 Shahid Government 

5 Adil NGO 

6 Arif NGO 

 

 

5.1. Coding: Understanding the Context 
 

In line with the analysis method outlined by Strauss & Corbin (1998), the coding process 

concentrated on in-depth interviews and looking and listening surveys. Coding is the central 

process of theory building in grounded theory. According to Corbin & Strauss (1990, p.23), 

“it is designed to build theory, not just test theory, provides rigor to the research process, 

controls bias and assumptions either brought into the research or developed during the 

research process, and to provide “the grounding, build the density, and develop the sensitivity 

and integration needed to generate a rich, tightly woven, explanatory theory that closely 

approximates the reality it represents.” Coding is a way to develop shorthand for separating 

and organizing data. The researcher begins with very simple codes and builds the theory as 

the codes are synthesized into general, abstract conceptual categories. Many of the first codes 

consist of selected actual words used by the participants. The information that emerges 

during the initial interviews is gathered and pulled apart for better understanding, then re-

compiled into related groupings to create a series of larger categories.  
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Data analysis was completed through the use of MAXQDA 10 software. In the following 

analysis, tables were provided to summarize the data, supporting the properties from the 

interviews that create the “thick description” of the developing categories. The quotations 

have been provided in support of these categories as applicable. Data gathered in this 

research is complex and densely laden too because of the personal experiences. As the initial 

interviews were reviewed and coded for major themes, a high level of commonality emerged 

regarding the participants experiences during the processes of incremental construction and 

microfinance. However, there was also variability in personal experiences, factors and 

feelings that could be observed in partnership. As outlined by Strauss & Corbin (1998, p.74), 

“the interview process and sampling is adjusted as needed on the basis of emerging 

concepts.” Throughout the analysis, the primary themes that emerge and are supported 

include Process of Incremental Housing, Culture and Religion, Barriers to Incremental 

Construction and Policy Implications. Based on the complexity and depth of the data 

gathered throughout the analysis, to reduce the number of primary categories found and 

analyzed is not considered feasible.  

5.1.1. Process of Incremental Housing 

 

Incremental housing can be described as an inverted version of the formal process of building 

and financing a house. In the formal process, the complete features of the house are available 

to the owners from the first day of occupancy, financed by the long amortization period of a 

mortgage loan while the possession of the house has already been taken. In contrast, in the 
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incremental construction process, the house is acquired with only the most basic features and 

is upgraded afterward, at a pace based on the financing capacities of the families, through 

savings, micro-loans or self-help, which implies waiting until the final stage to obtain the 

completely finished house. 

This section discusses the additional features acquired by the houses in each phase of the 

construction process. Table 5.4 illustrates the emerging properties found within the category 

of process of incremental housing and the actions required to secure these functions of 

incremental housing. 

 

Table 5.4: Category 1: Process of incremental housing 

Properties Actions 

Need of Increment  Family size, children growing up, renting out, save rental 

money, safe rooms, lack of space, business  

Source of finance Savings, micro-loans, Kameti*, pension, loan from 

relatives 

Scale of increment  Number of rooms, number of stories, number of years 

Feeling after increment Satisfied, quality of life, comfortable, secure 

 

 

*In Pakistan, there is a culture of group savings called Kameti (extracted from the English 

word committee), where a small group of people contributes a fixed amount of saving for a 

certain period of time and the cumulated money is given to a member whose name comes in 

a lucky draw. Consequently, every participant obtains his saving turn by turn eventually. It is 

very common in Pakistan communities, and works with a social control mechanism of peer 

pressure rather than conventional collateral. 



 

  

 

84 

 

Of the twenty-three families interviewed involved in incremental construction, all agreed that 

incremental construction is a way to balance affordability. As one of the respondents stated 

that with the passage of time construction costs had increased greatly, which made 

incremental construction advantageous in such a challenging state of affairs.  

As ordered in Table 5.4, the dimension of need of increment is addressed first. 

 

5.1.1.1. Need of Increment  

 

Various factors support the process of incremental housing. In a direct question, all 

participants were asked about the need behind every increment of construction. The 

dominant reason was increase in family size due to marriage of a family member and the 

birth of a new family member. One respondent, Kauser, described how the increment 

happened after the marriage of her sons, increasing the number of family members, 

commenting that “I have two sons, when they got married we required more rooms to give 

them to the brides.” Another respondent, Ali, living in an incrementally constructed house 

described how, due to his marriage, his father had to construct two new rooms. 

Figure 5.1 shows the increase in family size and the number of stories in the incrementally 

constructed house of Ammar. 
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Figure 5.1: Graph showing increase in household size with 

corresponding increase in number of stories 

  

 

Increase in family size also sometimes changes the character of room, as in the case of 

Anwar. The marriage of his sixth son forced him to the change the drawing room into a 

bedroom as shown in Figure 5.2 and 5.3 below: 
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Figure 5.2: Drawing room converted into bedroom for newly wed 

 

 

 

 

Figure 5.3: Windows renovated and decorated 

 

 

In some cases, the need to construct a new room arises when children grow up. Another 

respondent Nuzhat, the mother of two sons and a daughter commented, “after my children 
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grew young, I applied for a loan from Akhuwat in 2002 and constructed one more room.” 

Iffat Sahiba expressed the need for incremental building because “I have three brothers and 

they are separated after their marriages. Their children are young now and the house is 

divided into three parts. There is a need of more rooms. So we applied for a loan.” 

Nazia, a business micro-loan borrower desired to increase the household income by renting 

rooms, noting the “The upper story rooms were constructed in 2005 with a view to rent out.”  

Fozia Fatima echoed Nazia’s approach, reporting that she borrowed from Akhuwat because 

“I want to construct rooms to rent it out because of low income.”  

Mushtaq constructed new rooms on his plot to save rental money, exclaiming, “I am living 

on rent costing me Rs.6000 per month, so I want to construct a house on my own plot. I have 

already constructed two rooms.” 

From Nighat’s point of view, “The primary function of a home is to provide protection 

against the cold, rain, sun and wind. To reach these standards is the first priority after 

accessing the land,” adding, “my plot is in low-lying area and water collects there after every 

rain. I need a loan to fill the land and construct some safe rooms.”  

In case of Anwar, in Figure 5.4 below where extra space has been constructed in the kitchen 

and a room for storage has been constructed as shown in Figure 5.5. 
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Figure 5.4: Picture showing storage place in kitchen 

 

 

 

 

Figure 5.5: Picture showing constructed storeroom 

 

 

An increment is sometimes added for business purposes, Figures 5.6 & 5.7, show Saqib’s 

house, where he started an embroidery shop by constructing a room adjacent to his house for 

raising income. 
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Figure 5.6: Saqib house with adjacent embroidery shop 

 

 

 

Figure 5.7: Workers in embroidery shop of Saqib 

 

 

Similarly, as shown in Figure 5.8 below, Hadia converted her guest room into a beauty salon. 
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Figure 5.8: Guest room in Hadia house converted into a 

Beauty salon 

 

 

5.1.1.2. Source of Finance 

 

Almost all the applicants and beneficiaries of micro-loans for home improvement, renovation 

and expansion mentioned that house financing served as a powerful tool to accelerate the 

incremental construction process and enhance overall housing quality. As shown in Figure 

5.9 below, the family of Nighat, borrower of housing micro-loan from NGO-Akhuwat, added 

a first floor room to their house in 2009. 
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                                                               First Floor Plan                                        Second Floor Plan 

Figure 5.9: Addition of a room at first floor with a help of housing 

microfinance 

 

 

The majority of interview participants utilized the Kameti money for incremental 

construction. As pointed out by Hadia, “two rooms, kitchen and bath were constructed in 

2004. Mud roofs were made, which cost Rs.100, 000 -150,000 for completing the house. 

Money was collected through Kameti.” Ali reported, “A few years ago a room was 

constructed using Rs.70, 000 of Kameti money.” 

Most of the time, the households combine multiple sources of finance including pensions, 

loans from relatives, personal savings, micro-loans, Kameti, etc; in order to adjust the 

amount for the need. Figure 5.10 is an example of the Saqib’s house, which underwent its 

fourth construction in 2006 with a housing micro-loan. Each construction has different 

sources and amounts of finance. 
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                First Floor                      First Floor                      First Floor              Second Floor                Second Floor 

                   Step 1                            Step 2                      Step 3                          Step 4       

 

Figure 5.10: Multiple sources of finance in Saqib house 

Incremental construction 

 

 

According to Ammar, “There was no difficulty to pay back the loan. I pay Rs.5000 per 

month and now stop contributing in Kametis.” People mostly relied on the Kameti system 

before they knew about microfinance. 

5.1.1.3. Scale of Increment 

 

A notable characteristic of the process of incremental construction is the long wait endured 

by families in obtaining a house with all the necessary features (an average of eight to ten 

years). The second characteristic is the small annual investment made in each case, which, 
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along with the slow process of accumulating features or amenities, explains this long-awaited 

period. The scale of increment is shown by the results of looking and listening surveys, 

which gives a sense of general trends. Any incrementally developed house is considered to 

be successful through the height of the dwelling. In which, successful expansion can be a 

single story – sometimes two – but obviously good quality construction, and a well taken 

care of house from inside and outside. Below are the plans and a photograph of the house of 

Fatima who purchased it in 1980, added increments in 1992, and a second floor in 2002.  

 

 
Figure 5.11: Incremental construction of Fatima’s house from 

1980-2002 
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5.1.1.4. Feeling after Increment 

 

Increments added to a house may impact the resident’s satisfaction with space addition and 

security. In some cases, the residents’ quality of life is positively affected with house repairs 

or overall cleanness of the property. For Nuzhat, “after getting this housing micro-loan and 

the plastering walls, we feel comfortable.” Similarly, Ali commented, “our family adjusted 

properly to the house after upgrading.” 

In some cases, residents’ perceptions of safeness in their neighborhood increased after an 

increment. This sentiment was echoed in Irfan’s case; where, after erection of a boundary 

wall, he reported, “I feel very comfortable in my house now. Thieves often attacked this area. 

Now we are protected.” 

But this was not always the case, as in the house of Anwar. In congested surroundings, as 

shown in Figure 5.12, ventilation was provided with the help of interior windows and a Mugh 

(term used locally for a rectangular grill punctured in the roof and floor for ventilation shown 

in Figure 5.13 & 5.14 respectively). However, it causes suffocating conditions during rain 

and thunder storms when the Mugh is covered with plastic sheets, which as it is the only 

source of air inside the house, makes the situation worse. 
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Figure 5.12: Congested surroundings of Anwar’s house 

 

 

 

 

Figure 5.13: The Mugh in the roof (view from top) 

 



 

  

 

96 

 

 

Figure 5.14: The Mugh in floor (bottom, left) 

 

 

5.1.2. Culture and Religion 

 

Culture has been defined as the system of shared beliefs, values, customs, behaviors and 

artifacts that the members of society use to cope with their world and with one another, and 

that are transmitted from generation to generation through learning. Religion has been 

defined as a system of beliefs based on humanity's attempt to explain the universe and natural 

phenomena, often involving one or more deities or other supernatural forces and also 

requiring or binding adherents to follow prescribed religious obligations (Paloutzian & Park, 

2005). 

Table 5.5 illustrates the emerging properties found within culture and religion as a 

developing theme. 
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Table 5.5: Category 2: Culture and religion 

Properties Actions 

Interest free  Islamic finance, banks, mortgage 

Observing Purdah*  Privacy, raising walls 

Raising children with work In-home shops, work areas 

 

 

*A veil or screen, used by Muslim women in Pakistan mainly to keep protected from men or 

strangers. 

As ordered in Table 5.5, participants agree that the culture and religion of Islam affect the 

integration of incremental housing and microfinance in different ways.  

5.1.2.1. Interest Free 

 

Contrary to modern financing procedures, the concept of Islamic financing prohibits interest 

(Siddiqi, 1983; Taib, Ramayah, & Razak, 2008). More than 95% of the population of 

Pakistan is Muslim; a loan from NGO-Akhuwat is interest free, which was appreciated by a 

majority of the participants. In a direct interview question, all participants were asked about 

their preference for borrowing from Akhuwat. Most recognized and valued that Akhuwat 

loans are interest free. As Ali said, “We did not get a loan from anyone because we did not 

like interest-based loans. We are not aware of any such organization or bank that issues 

interest-free loans. We want to construct another room as a guest room, so we looked for an 

interest-free loan.” According to Irfan “I tried to contact the Punjab Bank for a loan but the 

interest rate was 60%, so I left that idea.  Someone informed me about this organization in 

2009, while I was roaming about in search of a loan. This organization is interest free.” 
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5.1.2.2. Observing Purdah 

 

For a woman, apart from financial and economic functions, a house may also serve as a 

specific cultural place. For example, the house of an extended Muslim family practicing 

purdah requires a separate space for female family members. Nuzhat explained, “After the 

death of my husband, I applied for a loan to construct a high boundary wall around my 

house, as an alone woman with three small children, it was difficult to maintain my respect .” 

Hadia talked about her NGO, “the house construction loan was given by the NGO-Daman, 

which only helps women who work in their houses.” NGO-Daman is a local NGO created by 

a female activist group who encourage women to work through disbursing loan specifically 

only to women. 

5.1.2.3. Raising Children with Work 

 

Female household members require adequate housing because they often combine the roles 

of regeneration, income generation, and physical management of the house (Smets, 2006). In 

this vein, Ali commented, “My sister does embroidery work on a commercial basis at home.” 

Sadia mentioned “I acquired a loan of Rs. 10,000 to start making rose arq (nectar) to sell. I 

am able to make a fair contribution to my household and side-by-side I am raising my 

children.” As shown in Figure 5.15 below, Nazia opened a shop in her house with the help of 

business microfinance. Her father, a retired government servant helps her maintain and sell 

things in the shop.  
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Figure 5.15: Shop in a house opened by Nazia with Business 

microfinance 

 

 

5.1.3. Barriers to Incremental Construction 

 

Table 5.6 illustrates the emerging properties found within barriers to incremental 

construction as a developing category. 

 

Table 5.6: Category 3: Barriers to incremental 

construction 

Properties Actions 

Lack of awareness about NGO and 

housing microfinance  

Lack of advertisement and awareness 

campaigns 

Increase in cost of construction material Market conditions, financial conditions, 

shortage of funds 

Difficulty in transporting construction 

material  

Far away, found material 
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Table 5.6: Continued 

 

Procedural complications of NGO  Low amount, favoritism, lengthy 

application process 

Lack of technical knowledge Low quality, wastage, lack of education 

Lack of housing support from government Ineffective, maintain, bribe 

Physical hardships Extra work, installments on time 

Loan defaulters Cannot pay installments 

 

 

5.1.3.1. Lack of Awareness about NGO and Microfinance 

 

Eight out of nine respondents engaged in incremental construction without microfinance 

were not aware of any NGO disbursing micro-loans. Partly, this could be due to a lack of 

advertisement or awareness campaigns on the part of NGOs. 

Adil, a key informant (NGO), explained, “We do not approach borrowers. Borrowers 

themselves reach out to our office.” Irfan, who has borrowed housing loan twice from 

Akhuwat said, “A person informed me about this organization in 2009, while I was roaming 

about in search of a loan. Sometimes, a thirsty crow can find water by himself.” 

Sahbi, a key informant (researcher) revealed that “No research has yet been conducted for 

housing microfinance; however, the NGO Saibaan, working for the replication of Khuda Ki 

Basti incremental housing scheme, commented that “It has some microfinance but those are 

not particularly for housing, they are for small business and home-based work for poor 

women. They do not issue loans particularly for building houses. So the microfinances are 

not yet available in the country.” 
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5.1.3.2. Increase in Cost of Construction Material 

 

The materials used in constructing houses have a significant impact on the costs of the 

incremental process. The widespread preference of incremental builders for brick or cement 

masonry blocks is the result of their low cost and the ease of construction using such 

materials. Nevertheless, local factors like market conditions impact the overall cost of 

building materials. As Hadia said “The work was stopped several times because of low 

finance and non-availability of construction material. Our financial condition is worsened 

with the passage of time because of the rising prices of everything.” Many times the shortage 

of funds comes right in the middle of construction, as faced by Fozia who reported, “During 

construction, I faced problems of shortage of money, so had to manage it from other 

sources.” Kauser, after construction of one room admitted, “Now we are facing trouble of 

shortage of funds for more construction.” 

5.1.3.3. Difficulty in Transporting Construction Material 

 

People faced difficulties in transporting construction material to their houses for a variety 

reasons. As Irfan noted, “I faced many difficulties in bringing material and labor in this area, 

as it is far from the city. I had no money to give to the construction contractor.” Nuzhat 

reinforced this point, “Being a female, I faced various problems during construction such as, 

buying material from Raiwind, hiring laborers, finding old doors which were bought from a 

Faisal town bungalow, finding old bricks. After the death of my husband, my brother who 

worked in a brick kiln gave me bricks for construction of the first room.” 
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5.1.3.4. Procedural Complications of NGOs  

 

Following is the application and housing loan disbursement process as detailed by Adil, a 

key informant (NGO):  

1. Application by borrower. 

2. Visit by field officer. 

3. Visit by sub-engineer. 

4. Taking of two guarantors. 

5. Second visit by housing incharge. 

6. Loan approval committee (Executive Director and Housing Incharge). 

7. Cheque disbursement. 

8. Half payment on the day of cheque disbursement. 

9. Half payment is made after the visit of sub-engineer and housing incharge. 

10. Recovery from the borrower. 

As stated by most respondents, the loan amount (average Rs. 55,000 in the case of housing 

and Rs.10,000 in the case of business) was not enough. Commenting, Irfan said “Akhuwat 

does not give enough. It should increase the loan amount. I asked them to reduce the 

installment amount when I was facing income hardship but they refused, so I had to work a 

lot.” Nazia, who borrowed a business micro-loan for establishing an in-house shop, referring 

to NGO-Akhuwat, said “They give very low amounts, their payments should be more.” 

Nuzhat underscored the point, “Akhuwat should increase the loan amount to Rs.100,000 

because construction is very expensive.” Saqib echoed the same opinion, “Akhuwat should 
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increase loan amount and reduce the return amount from Rs.2500-3500 per month. I need a 

larger loan for work, but Akhuwat issues lower loan amounts, which do not cover the cost of 

even small businesses.” 

The majority of participants appreciated the maturity period of 2 years. The lengthy loan 

disbursement procedure also needs a guarantor, which sometimes caused complications. 

Also, the NGO office is located far from most of the borrowers, who complained about it. As 

Irfan, borrower of housing micro-loan stated, “I applied for a loan, they called me for two 

meetings and then issued the loan after a site survey. This process took two months, which is 

a long period for a needy person.” Kiran added:  “If we need the money for an emergency, 

Akhuwat materializes it when the money is useless for us.” But Riaz found an alternative and 

reported, “Some people are very clever and they get a loan on interest from somewhere else 

and apply for Akhuwat loan simultaneously. Initially they pay some interest from where they 

get the speedy loan and after getting the loan from Akhuwat they clear their account by 

paying the whole money once and after that they pay the remaining amount without interest 

to Akhuwat.” 

Further, Sadia pointed out, “There is no evaluation of the right to use of the loan amount, for 

example, some spend the loan money for celebrating birthdays.” 

Adil, a key informant (NGO) said, “Staff in the housing project is less than required. Because 

of this, sometimes the visits are delayed.” 

Hadia, who has executed incremental construction with Kameti money and is a neighbor of 

Nuzhat, borrower of housing micro-loan observed that, “Akhuwat has some favoritism to 



 

  

 

104 

 

select loan recipients as they are giving to our neighbors and not to us.” Mehr-un-Nisa 

reported, “Initially, they started collecting Rs.50 as box money with every installment, which 

is not good for poor people, we heard that this is a fund which is used for welfare purposes. 

Rs. 100 fee for the application form is too much money for poor people.”  

5.1.3.5. Lack of Technical Knowledge  

 

Lack of technical knowledge about incremental construction results in wastage of money and 

construction material and therefore creates various problems for incremental builders. Ali, 

commenting on a neighbor, said “He does not know how to build a second room adjacent to 

the other. “The first room was constructed after demolishing the old room’s wall and 

demolition material was dumped outside the house. Architects demand too much money.” 

“The problem,” Sagheer added “is we don’t have sufficient education or knowhow to do the 

job.” 

As seen in Anwar’s house, the spaces are not planned according to their use but as the need 

arises as shown in Figure 5.16 & 5.17 below, the bathroom is constructed adjacent to the 

kitchen, so the bathroom entrance, drainage of kitchen, and food storage are all in the same 

place. 
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Figure 5.16: Kitchen and bathroom constructed adjacent to each 

other 

 

 

 

 

Figure 5.17: Bathroom entrance, drainage for kitchen and food 

storage at one place 
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In various instances, participants had to adjust to changing public facilities. For example, in 

Anwar house a rise in road level required that the household raise the floor level inside the 

house to avoid storm water (Figures 5.18 & 5.19, below).  

 

 

Figure 5.18: Newly constructed drainage after rise in road level 
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Figure 5.19: Construction of three steps to reach upto road level 

 

 

5.1.3.6. Lack of Housing Support from Government  

 

There was general agreement among all participants that the Pakistani government is not 

helping the poor to acquire housing. When asked about the government’s role in housing 

matters, Fozia commented, “Government is ineffective in providing support to poor for house 

construction.” Kauser echoed Fozia, saying “No government provides support for housing.” 

Nuzhat was also dissatisfied with government policies and commented “Punjab society does 

not maintain this area. The government has launched the Ashiyana scheme with a lottery 

system, but installments are high and are available only to those who offer bribes to 
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administrators. This is not feasible for poor people. In such schemes no one gives proper 

information.”  

5.1.3.7. Physical Hardships 

 

Physical hardships are sometimes felt among borrowers while repaying loans. As Sagheer 

said, “The loyal have to pay back the installments on time and for that they do extra work 

than before.” Mushtaq who got a loan of Rs.10, 000 to buy a rickshaw for his business, said 

that he had to work a lot to return the loan. He drives a van for school children in the 

morning and the rickshaw for the rest of the day. Irfan, a housing micro-loan borrower, said 

“I requested a reduction in the installment amount when I was facing income hardship, but 

they refused. I am paying back Rs.6250 per month and I have to teach students at home as an 

extra effort.” 

5.1.3.8. Loan Defaulters 

 

According to Adil, a key informant (NGO), “For Akhuwat, when the loans are renewed, the 

main aspects looked at are: how the loan was used and whether it has benefited the borrower. 

The loan is renewed only if he/she was regular in returning the installments, if he/she used 

the loan correctly and if it benefited him and his household in the final analysis. On average, 

about 40 percent of clients are given loans again based on their need and how they used the 

loan and whether it benefited them or not. The return rate of loans is 99 percent.”  

However, some defaulters appeared in this data set, as Adil, a key informant (NGO), told 

“For the third time, Sajid applied for a house loan and it was given to him but while returning 
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the loan he created problems. Now he wants another loan for further construction but he will 

not be given that because he did not pay back money properly.” He also talks about Kauser, 

who got a loan with Rs.1000 per month as loan repayment installments but she now says that 

her income is Rs.5000 and she cannot pay installments anymore.” Saqib’s opinion was that 

“There are very little checks and balances regarding the usage of money. Some people take 

loans for celebrating a child’s birthday but they pretend to need it for a business purpose. At 

the end of month they can’t pay the loan installments and become defaulters.” 

5.1.4. Policy Implications 

 

Table 5.7 illustrates the emerging properties found within policy implications as a developing 

category. 

 

Table 5.7: Category 4: Policy implications 

Properties Actions 

Scaling incremental construction with 

housing microfinance practice 

New programs, housing stocks, support, 

services and utilities 

Implementation of Islamic finance system  Interest free, banking system, Shariah 

system, sincere 

Support to NGOs  Small loans, community level, grouping 

Increase in research opportunities Improvement, flexible, failed 
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5.1.4.1. Scaling Incremental Construction with Housing Microfinance Practice  

 

All of the participants suggested that to support low-income housing, it is necessary for the 

government to add new programs to the existing public housing and urban development 

programs. Mushtaq, dweller of a house in green town, Lahore, for thirty years said “Priority 

must be given to solving the problems of the existing housing stock.” As Saqib observed 

“The government can obtain a double benefit from incremental housing, the capacity of 

households to find housing solutions on their own, and the improvement of existing housing 

with minimum government money.” Sagheer suggested that “Programs to support 

incremental builders and housing microfinance can help provide all households with suitable 

houses. It is the way in which we all build and improve our homes.” Adil, a key informant 

(NGO) added, “The future of housing microfinance is very bright because most people in 

Pakistan have no money to build houses. There is great demand of housing microfinance at 

this time.” Saqib’s idea was that “Government should develop new schemes and provide 

already constructed houses to low-income people, because a common person does not have 

expertise and finance to build a house. Government should consider low income people when 

issuing loans and should introduce more lending organizations.” In Iffat Sahiba’s opinion, 

“Government should provide all the services and utilities in an area, should take care of road 

levels and sewerage, along with NGOs providing housing microfinance.”  
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5.1.4.2. Implementation of Islamic Finance System  

 

Adil, a key informant (NGO), suggested that, “On the government level, organizations must 

establish interest free housing loans and collaborate with other community level 

organizations.” In Mushtaq’s opinion, “Akhuwat’s working style is very good.  Akhuwat 

gives interest free loans. People who get loans are also asked to give a donation as per their 

capacity, there should be more NGOs like Akhuwat.” Saqib commented that “Muslims 

believe in the Shariah system. If banking is interest free, the return rate would also be 99 

percent.”  

Akhuwat markets loan products through mosques and disburses them also in mosques. Each 

branch of the NGO is located within or just outside the mosque’s premises. Introduction to 

the program is also given after prayers when people have congregated there. Commenting on 

these arrangements, Ishfaq said “ I found them sincere as they have Islamic traditions.” 

5.1.4.3. Support to NGOs  

 

NGOs like Akhuwat work at community level. Most of the participants appreciat their efforts 

and preferred their practices to banks. As Saqib said, “An Akhuwat loan is much better than 

the banking system. Because they deal at lower level and their procedure is very simple, I 

prefer Akhuwat. It was easy. With only one reference, an application, and interview Akhuwat 

issued me a cheque. Akhuwat also surveyed the site and interviewed my family. No extra 

effort was required to pay back the loan. We did not have to wait long for the loan money.” 

Hassan, a key informant (researcher), outlined the difficulties, “Low income people are those 
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who have less than Rs.10,000 monthly income. Nowadays, the cost for building the cheapest 

house is Rs. 1-2 million. If a person obtains a soft loan of Rs. 2 million from the House 

Building Finance Corporation, he has to pay back Rs.20,000 per month. On the other hand, if 

the loan is acquired from a bank, the monthly amount would be Rs.35000, which is not 

affordable for any low income person. Even a loan of Rs. 1 million is not affordable to pay 

back. In this case, small loans given by NGOs are suitable.” Mushtaq said “Akhuwat’s 

working style is very good. It started 25 years ago. Surveyors from Akhuwat’s branch office 

visit the site for issuing loan and check the need for a loan. Akhuwat helps create a grouping 

of guarantors to issue loans. Suppose in one street three persons want loans, they give each 

other as guarantees. This practice reduces the hassle for an external guarantor to visit the 

office twice and wait in a long line on cheque issuing day. Akhuwat gives interest free loans. 

People who get loans are asked to give donations as per their capacity. The house plan is not 

Akhuwat’s job. People prefer to make plans themselves. There should be more NGOs like 

Akhuwat.” 

5.1.4.4. Increase in Research Opportunities 

 

All key informants agreed that there has been no research carried out in the field of housing 

microfinance particular to Pakistan. According to Hassan, a key informant (researcher), “No 

research has yet been conducted for housing microfinance. Research has only been 

conducted regarding Khuda Ki Basti as incremental housing project, at BSc and MSc level in 

the university.” Ahmed, a key informant (government official), reiterated, “No research has 
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been made for improvement of policies. Research is necessary. According to new situations, 

policies must be flexible. In the past, policies were not good like in Muslim colony where 

993 plots were developed. The policy was that houses would be given to those who remained 

there forever rather than on a family basis. As a result, the scheme failed badly.” Actually, 

under the policy named “Regularization of Kachi Abadis (Squatter Settlements)”, it was 

decided to upgraded all the squatter settlements at their existing locations and give 

proprietary rights to the residents of Katchi Abadis (Rahman, 2004). Following this, it was 

decided that residents would demolish their houses as a good will gesture and CDA would 

construct the houses and infrastructure. It was observed that people are not willing to 

demolish their houses, which they have constructed in years; they are of the view that houses 

built by government will be lesser in accommodation. This made implementation of the 

policy difficult and delayed the expected results. 

5.2. Exploration of Research Questions  
 

To guide inquiry and allow for emergent themes, the research questions are aligned in a 

broad manner in this section. The research questions have the ability to narrow or shift the 

scope to fully represent the codes that arose during the interviews. As shown in Tables 5.8, 

5.9 & 5.10, the primary research questions are linked to create grounded theory themes.  

Throughout the interview process, all participants discussed their experiences about housing 

microfinance, business microfinance, and incremental housing. Issues related to government, 

NGOs, and the researchers’ involvement in low-income housing processes are highlighted. In 
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this section, questions asked during the interviews will advance to emerging grounded theory 

themes. 

5.2.1. Primary Research Question 1: How can low-income housing processes be 

facilitated? 

 
The above question investigates the current policies regarding the low-income housing 

process in Pakistan and explores practices adopted by poor families to construct their houses. 

This was measured through three sub-questions including: 1. Is the facilitation of incremental 

housing with housing microfinance successful in Pakistan? 2. Do urban people know about 

housing microfinance? 3. What hinders people to participate in housing microfinance? These 

questions address the gap in approach between the providers and the beneficiaries. Through 

interview questions such as ‘How do you see the difference between previous additions and 

recent one (which has microfinance assistance)?’ and ‘How has this process (incremental 

construction) changed your life?’ most of the participants responded with feelings of 

satisfaction. Many said it had increased their quality of life, and that now they feel 

comfortable and secure. The emerging theme is feeling after increment. 

One of the interview questions asks participants about the main reasons that convinced them 

to apply for a housing loan from Akhuwat-NGO? Participants who had borrowed from 

Akhuwat appreciated the experience because it is compliant with Shariah (Islamic Law) and 

has no mortgage, and most importantly is interest free. The theme that originates from this 

question is Islamic finance system.  
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On enquiry about that what they think should be done by government to improve the process 

of incremental housing and microfinance, most of the participants suggested that there should 

be new governmental housing programs incorporating the existing housing stock. Some 

recommended provision of services and utilities, almost all advocated an interest-free 

banking system. A few supported community level saving groups and some hinted at 

flexibility in government policies. All these codes materialized into the theme of scaling 

incremental construction with housing microfinance practice. 

The detailed break down of the primary research question 1 into secondary questions and 

then into interview questions answered through direct codes as used by the participants with 

subsequent emergent themes for grounded theory is outlined in Table 5.8 below: 

 

Table 5.8: Primary Research Question 1 (RQ.1) to 

themes towards grounded theory 

Primary 

Research 

Question 

Secondary 

Question 

Interview 

question 

Participants Direct Codes 

from 

Interviews 

Themes 

towards 

Grounded 

Theory 

RQ.1 How 

can  

lowincome 

housing 

processes 

be 

facilitated? 

SQ.1 Is the 

facilitation of 

incremental 

housing with 

housing 

microfinance 

successful in 

Pakistan? 

Q.31 How do you see 

the difference between 

previous additions and 

recent one (which has 

microfinance 

assistance)?  

Group 1 

(Housing 

Microfinance) 

Group 2  

(Business 

Microfinance)  

Satisfied, quality 

of life, 

comfortable, 

secure  

Feeling after 

Increment 
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Table 5.8: Continued 

 

 

 

Q.1 How do you see 

incremental housing 

within the context of 

housing sector in 

Pakistan? 

Q31. What do you 

think should be done 

by government to 

improve the process of 

incremental housing 

and microfinance? 

Group 1 

(Housing 

Microfinance) 

Group 2  

(Business 

Microfinance) 

Group 3 

(Incremental 

Construction 

without 

Microfinance) 

Key Informants 

Low quality, 

wastage, lack of 

education, 

Ineffective, 

maintain, bribe  

Lack of 

technical 

knowledge, 

Lack of 

housing 

support from 

government  

Q.20 How has this 

process (microfinance) 

changed your life?  

Group 1 

(Housing 

Microfinance) 

Group 2  

(Business 

Microfinance)  

Savings, micro-

loans, kameti, 

pension, loan 

from relatives, 

Extra work, 

installments on 

time  

Increased 

Source of 

finance, 

Physical 

hardships  

SQ.2 Do urban 

people know 

about housing 

microfinance? 

 Q.12 How did you 

find out about housing 

microfinance? 

Group 1 

(Housing 

Microfinance) 

Through 

mosques, 

relatives, Lack of 

advertisement, 

awareness 

campaigns  

Implementatio

n of Islamic 

Finance 

System , Lack 

of awareness 

about NGO 

and housing 

microfinance  

 Q.11 What are the 

main reasons that 

convinced you to 

apply for a housing 

loan from Akhuwat?  

Group 1 

(Housing 

Microfinance)  

Islamic finance, 

In-home shops, 

work areas  , 

Privacy, raising 

walls  

Interest free, 

Raising 

children with 

work, 

Observing 

Purdah  

SQ.3 What 

hinders  

people to 

participate in 

housing 

microfinance?  

Q.10 If you knew 

about the housing loan 

from Akhuwat earlier 

why didn’t you apply  

for it? 

Group 1 

(Housing 

Microfinance) 

banks, mortgage, 

Low amount, 

favoritism, 

lengthy 

application 

process  

Procedural 

complications 

of NGO  

Q.8 Before the recent 

loan have you ever 

taken/applied for a 

loan from a bank, 

family member, friend, 

micro lender?  

Group 1 

(Housing 

Microfinance) 

Group 2  

(Business 

Microfinance)  

Savings, micro-

loans, kameti, 

pension, loan 

from relatives  

Source of 

finance  
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5.2.2. Primary Research Question 2: How do low-income people build their houses? 

 

This question explores the ways that low-income housing sector in Pakistan adopt to construct 

their residences or dwellings. This question prompted the sub questions: How does the process 

of incremental housing takes place? Why do people build their houses incrementally? What 

are the problems people face while building their houses incrementally?  

In order to understand the process of incremental housing, the time line graph of income, 

family size, and number of stories has been drawn to reveal the number of years the family 

has been living in the house, the average household income, family size, and the number of 

stories after every five years. The theme that emerges is the scale of increment of a house.  

In response to the question; why did the family decide to make alterations/additions/ 

improvements in the house, families responded with needs like increase in family size, when 

their children grow up, to rent out an additional room, to save rental money gained or in most 

cases the construction was carried out to start a business. The emerging theme in this case is 

need of increment. 

On enquiring about the kinds of difficulties experienced during the construction process, 

participants pointed to difficult market conditions, shortage of funds, difficulty in 

transporting construction material and increases in cost of construction material. The 

emerging theme is physical hardship. 

On enquiring about the kinds of re-payment of micro-loans from borrowers and ease of 

payment, several replied by noting the extra work that had to be done for repayment and 
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many said that they could not pay installments on time. The emergent theme for this category 

is loan defaulters. 

The detailed break down of primary research question 2 into secondary questions and then 

into interview questions answered through direct codes as used by the participants with 

subsequent emergent themes for grounded theory is outlined in Table 5.9 below: 

 

Table 5.9: Primary Research Question 2 (RQ.2) to 

themes towards grounded theory 

Research 

Question 

Secondary 

Question 

Interview 

question 

Participants Direct 

Codes 

from  

Interviews  

Themes 

towards 

Grounded 

Theory  

RQ.2 How 

do  

 low-

income 

 people 

build their 

 houses? 

 

SQ.1 How does  

the process  

of incremental  

housing takes 

place? 

Time line 

graph of: 

income, family 

size, number 

of storeys, 

house layout 

Group 1 
(Housing 

Microfinance) 

Group 2  
(Business 

Microfinance) 

Group 3 
(Incremental 

Construction without 

Microfinance)  

Number of 

stories, number 

of years,    

Scale of 

increment  

SQ.2 Why do 

people build 

their houses 

incrementally? 

Q.25 What 

was the reason 

whenever you 

decided to do 

an 

improvement? 

Group 1 (Housing 

Microfinance) 

Group 2  
(Business 

Microfinance) 

Group 3 
(Incremental 

Construction without 

Microfinance)  

Family size, 

children grow 

up, renting out, 

save rental 

money, safe 

rooms, lack of 

space, business  

Need of 

Increment 

SQ.3 What are 

the problems 

people face 

while building 

their houses 

incrementally?  

Q30. What 

types of 

difficulty did 

you face 

during the 

construction 

process?  

Group 1 
(Housing 

Microfinance) 

Group 2  
(Business 

Microfinance) 

Group 3 
(Incremental 

Construction without 

Microfinance)  

Far away, found 

material, 

Market 

conditions, 

shortage of 

funds  

Difficulty in 

transporting 

construction 

material, 

Increase in cost 

of construction 

material   
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Table 5.9: Continued 

 

  Q16. Can you 

pay the 

installments 

easily? 

Group 1 

(Housing 

Microfinance) 

Group 2  

(Business 

Microfinance)  

Extra work, 

installments on 

time, Cannot 

pay installments  

Physical 

hardships, Loan 

defaulters  

 

 

5.2.3. Primary Research Question 3: What is the current scenario of low-income 

housing in Pakistan? 

 

This question explores low-income housing sector of Pakistan through interviews with key 

informants affiliated with government, NGOs, and research organizations. It carries the 

following sub questions: What are government organizations doing towards low-income 

housing? What are the non-government organizations doing towards low-income housing? 

What are academic organizations are doing towards low-income housing? 

To explore the policies of government, research activities of academia and projects by NGOs 

in the realm of low-income housing, the following questions were included in the interviews 

with the key informants: What are the current policies of government regarding low-income 

housing? Participants agreed that these need improvement, should be flexible, and have 

failed in the past. When the researcher asked them how they viewed incremental housing 

within the context of Pakistan, key informants recommended that new programs should have 

been added, existing housing stock must be incorporated into new programs and government 

should provide services and utilities and support to NGOs. The theme of scaling incremental 

construction with housing microfinance practice emerges from this category.  
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Concerning the question is about NGO procedures. The codes that arise from the answers 

were: lack of advertisement from NGOs about their loan products, lengthy application 

processes, low loan amount, favoritism on the part of NGO officials and lack of government 

support to NGOs. All merge into the theme of procedural complications of NGO. 

On asking about the current research activities going on in the low-income housing sector, 

the respondents pointed to research carried out in universities at graduate level, which had 

failed in the past to add research on policies. Increase in research opportunities emerged as 

the theme from this data set. 

The detailed break up of primary research question three into secondary questions and then 

into interview questions answered through direct codes as used by the participants with 

subsequent emergent themes for grounded theory, which has been outlined in Table 5.10 

below: 

 

Table 5.10: Primary Research Question 3 (RQ.3) to themes towards grounded theory 

Research 

Question 

Secondary 

Question 

Interview 

question 

Participants Direct 

Codes 

from 

Interviews 

Themes 

towards 

Grounded 

Theory 

RQ.3 

What is 

the 

current 

scenario of 

lowincome 

housing in 

Pakistan? 

SQ.1 What 

are 

Government 

organizations 

doing to 

facilitate low-

income 

housing? 

Q.1 What are the 

current policies 

of government 

regarding low-

income housing? 

Group 1 
(Housing 

Microfinance) 

Group 2  
(Business 

Microfinance) 

Group 3 
(Incremental 

Construction without 

Microfinance)  

Key Informants- 

Government Officials  

Ineffective, 

maintain, bribe  

Lack of housing 

support from 

government  
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Table 5.10: Continued 

 

  Q.2 The 

developed 

projects under 

this policy? 

Key Informants-  

Government Officials  

New programs, 

housing stocks, 

support, 

services and 

utilities  

Scaling 

Incremental 

construction 

with housing 

microfinance 

practice  

Q.5 Is there any 

research 

undergoing to 

improve these 

policies? 

Key Informants-  
Government Officials  

Improvement, 

flexible, failed  

Increase in 

research 

opportunities  

SQ.2 What 

are Non-

Government 

Organizations 

doing to 

facilitate low-

income 

housing? 

Q.1 Can you 

explain the 

whole loan 

process of NGO? 

Group 1 

(Housing 

Microfinance) 

Group 2  

(Business 

Microfinance)  

Key Informants-  

 NGO Officials 

Low amount, 

favoritism, 

lengthy 

application 

process  

Procedural 

complications of 

NGO  

 Q.3 What are 

the difficulties 

you faced during 

implementation 

of project? 

Key Informants-  

 NGO Officials 

Ineffective, 

maintain, bribe  

Lack of housing 

support from 

government  

Q.2 How you 

accessed 

families? 

Key Informants-  
NGO Officials 

Small loans, 

community 

level, grouping  

Support to 

NGOs  

SQ.3 What 

are Academic 

organizations 

doing to 

facilitate low-

income 

housing? 

Q.1 How do you 

see incremental 

housing within 

the context of 

Pakistan? 

Key Informants-  

Researchers  

One project, 

replicated 

everywhere  

Site and 

Services  

Q.2 What are the 

current research 

activities going 

on in low-income 

housing sector? 

Key Informants-  

Researchers  

Graduate level   Incremental 

housing  

Q.3 Do the 

research affected 

Government 

policies in past? 

Key Informants-  

Researchers  

Failed to add 

research  

Improvement of 

policies  

Q.4 Is there any 

research 

conducted on 

Housing 

Microfinance? 

Key Informants-  
Researchers  

Improvement, 

flexible, failed  

Implications to 

Increase 

research 

opportunities  

 



 

  

 

122 

 

Chapter 6: Discussion and Conclusions 
 

 

By applying qualitative research methods, this study allowed for the discovery of common 

threads within the processes of incremental housing and microfinance as observed in 

Pakistan. The findings from Chapter 5 are discussed and concluded here. 

6.1. Overview of Theory Creation 
 

As outlined previously, the ultimate goal of applying grounded theory is simply to generate a 

theory addressing a specific topic of interest typically left as a gap by previous studies. 

Relationships have been explored among various emergent categories that appeared during 

the coding process as discussed in detail in Chapter 5. The coding process focused on 

understanding and illuminating different concepts within the data, based on what the 

participants viewed both directly and indirectly. Categories of preliminary concepts formed 

as interviews were completed and coded; properties and dimensions were established for data 

within each category. These core properties established logical connections among the data 

and relationships, incorporating any variation found within the participants’ perspectives and 

data gathered. 

The analysis in Chapter 5 led to the conclusion that housing microfinance mediates other 

emergent categories through an understanding of how participants involve other sources of 

finance and deal with barriers during the incremental construction experience. Worked 

through various financial and procedural barriers, houses constructed incrementally with 

housing microfinance stand out as role models for their neighbors. Their builders offered 
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valuable suggestions for the government sector on the one hand, and the NGOs disbursing 

micro-loans on the other. As stated by a majority of the respondents, the process of 

incremental housing typically starts with an increase in family size or the desire to start a 

business at home. Increments were constructed through various sources of finance, including 

personal savings, housing microfinance and loans from relatives. The scale of increment 

varies in different cases; sometimes it cannot go beyond a single story. But the majority of 

participants were satisfied after incremental construction (addition or upgrading) of their 

house. 

Furthermore, the culture and the religion of Islam influence the practice of incremental 

housing and microfinance in several ways. A significant majority of the respondents 

preferred NGO-Akhuwat’s practice of microfinance, as the loans are interest free through its 

platform. Due to Pakistani cultural norms, people prefer to raise walls in order to attain 

privacy and observe purda. Many people constructed a room or started a business at home to 

accommodate the female members of their families, so they could easily raise children along 

with getting involved in different earning activities. 

Incremental construction, with or without microfinance, must overcome barriers, including 

the lack of awareness about availability of housing microfinance and the increased costs and 

difficulties in transporting construction materials. Such problems are aggravated by 

procedural complications when applying for loans from the NGO-Akhuwat. Sometimes, 

people found the loan amount to be of such a lower worth that they combined it with the 

kameti. In addition, several respondents complained about the lengthy application procedure. 
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All this, along with lack of technical knowledge about construction and inadequate housing 

support from government, made incremental construction harder to mature in practical form. 

In many instances, people faced physical hardships while returning the loan amount and few 

became loan defaulters. 

Above all, most loan recipients looked hopeful; consequently, they recommended that 

government should take similar steps as taken by the NGO-Akhuwat. They suggested 

observance of the Islamic finance system in all banks of the country along with an upgrading 

of housing policies based on new research. After integrating all of the suggestions run during 

grounded theory process, a model is proposed for low-income incremental house building 

through housing microfinance, elaborated below. 

6.2. Model for Incremental Housing Development in Pakistan 
 

To meet the low-income housing needs in Pakistan with informal and formal housing 

providers, there is a need to broaden the platform of housing agents by including all 

stakeholders. No single organization contains the range of products and services necessary to 

support incremental housing comprehensively. This incremental housing development model 

copies the informal sector’s features of affordability, simple procedure, and rapid delivery. In 

addition, it provides planned infrastructure and social services like education and health 

facilities and perhaps most important of all, access to legal title. Secure housing is the 

greatest financial asset available to most urban families in developing countries, including 

Pakistan. Better quality dwellings have greater exchange value, more value as collateral for 
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borrowing, and a higher price when sold. At the same time, home ownership provides social 

security and status to its owners and occupants. It is therefore in the best interest of 

householders to invest in housing as long as their investment appears to be secure. Few 

people will invest in property if there is any ambiguity in the legality of their title or the 

physical safety of their asset is in doubt. Research reveals the very fact that the areas where 

land tenure security is comparatively ensured, all but the poorest will invest time, energy, and 

resources to extend and improve their house and its surroundings.  

Hence, the model assembles an appropriate package including alliances among governmental 

agencies, microfinance institutions (NGOs), building materials suppliers, community 

organizations, incremental house builders, technical professionals (architects and civil 

engineers) and international donor agencies.  

The overall objectives of this model include: 

1. To stimulate the development of formally recognized urban housing in approved locations 

and in sufficient quantities to reduce urban housing deficits as well as to meet the needs of 

the growing urbanization process. 

2. To suggest partnerships between the local government and the NGO sector in order to 

bring affordable housing solutions for low-income people. 

3. To develop and support local organizational capacity for incremental development and 

maintenance, including the development of partnerships between community 

organizations, NGOs, and building material suppliers. 
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Based on the information and knowledge gained during the present research process, the 

model for incremental housing development in Pakistan is laid out below in Figure 6.1. 

 

 

Figure 6.1: Model for Incremental Housing Development in 

Pakistan 

 

 

The role of every actor in the model is elaborated below: 
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6.2.1. Role of Government Agencies 

 

The governmental process of supporting incremental housing in this model is unique in a 

sense due to the very reality that it delegates many of the government’s traditional 

responsibilities to the most appropriate actors by developing partnerships with NGOs and 

other civil society actors.  

In this model, the government sub-divides the site in a gridiron plan – consistent with zoning 

regulations – into small plots that are then given to low-income people with legal title 

depending on the eligibility criteria met by the applicant. The external Infrastructure 

(sewerage, water, electricity and road) are provided up front, although constructed 

incrementally. Following are the functions that the government agency will perform in 

delivering incremental house building process: 

6.2.1.1. Provision of Land Tenure 

 

During the present study, it was observed that most people engaged in incremental 

construction were the owners of their personal residences. People living as tenants hesitate to 

construct or improve the house they are living in. In addition, the NGO Akhuwat only 

disburses loans to those who have legal title to the land and house. Therefore improving 

tenure rights is a key to increasing improvements in housing standards. People, on becoming 

property owners, are more willing to invest larger percentages of their income, to acquire 

land, and build or improve their homes. A key role for government in this model is the 

acquisition of suitably located land for low-income groups. As government agencies in 
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Pakistan have the critical ability and authority to allocate public land for housing, acquire it 

from private (illegal or legal) owners, or work with owners to develop the land for low-

income housing. Most significantly, the government of Pakistan is a large-scale urban 

landowner itself. Moreover, in Pakistan, public agencies and corporations – such as railways, 

ports, and airport authorities and other nationally owned industries – own large tracts of often 

vacant or underutilized urban land, which government can buy at a lower price.  

6.2.1.2. External Infrastructure Development 

 

External development consists of trunk sewers, sewage treatment plants, water supply, 

electric supply, and primary road network. These tasks are undertaken by the relevant 

government agencies and are expected to be completed in 1-5 years (also shown in Figure 

6.2). 

6.2.1.3. Incentives to Microfinance Institutions (MFIs) 

 

Many research participants suggested that to support low-income housing in the country, it is 

necessary for the government to incorporate new programs in existing public housing and 

urban development programs. As Saqib observed, “Government should develop new 

schemes and provide already constructed houses to low-income people, because an ordinary 

person does not have expertise and finance to build a house. Government should consider 

low income people for issuing loans and should introduce more lending organizations.” A 

sound government policy is an important pre-condition for establishing a conducive 

environment for microfinance institutions. The Pakistan government should set policies that 
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stimulate financial services for the poor and deserving people, in addition to maintaining 

macroeconomic stability. Further, the government should also improve the micro-business 

environment.  

6.2.1.4. Tax Relief to Building Material Suppliers 

 

If the government agencies in Pakistan give relief to building material suppliers in low-

income settlements, operating costs will be reduced and suppliers will be more willing to 

give building material on credit to low-income people in order to build their houses 

incrementally. 

6.2.2. Role of NGOs/MFIs (Non Governmental Organizations/ Microfinance 

Institutions)  

Through this model, NGOs serving at local level are suggested to offer multiple services to 

the incremental house builders, as outlined below: 

6.2.2.1 Disbursement of Housing Micro-loans  

 

The credit needs of low-income families engaged in incremental construction of housing 

differ significantly from those seeking funding (a mortgage) in conventional supply-driven 

housing. Incremental house construction requires flexible, relatively small, short-term loans 

that are responsive to the intermittent demands of households’ changing resources and needs. 

For instance, many months may elapse between the different stages of house building – small 

loans may be needed to waterproof a roof and larger ones may be required for building a 

second floor. Housing loan products tailored according to specific needs of incremental 
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building is an important function of NGO/MFI. In addition, NGO/MFI can offer small 

businesses loans. 

6.2.2.2. Provision of Technical Assistance 

 

Before disbursing housing loans, other activities have to take place, such as a survey of the 

house concerned, training in technical skills, and organizing community groups. The main 

difference between business and housing micro-loans is that the former does not have 

technical assistance associated with it. Lack of technical knowledge in house construction 

was underscored by one of the research participants, who felt that people do not have 

sufficient education to practice incremental construction, resulting in unplanned and 

unhygienic conditions within a house. As witnessed in one house spaces were not planned 

according to their use but as the need arose. The bathroom was constructed adjacent to the 

kitchen, creating unhygienic conditions. By hiring female architects, the NGO would have a 

better understanding to the needs of women, such as the importance of close proximity of 

workshop and kitchen inside the house in order to facilitate working and cooking 

simultaneously in a proper ventilated kitchen. The woman may then not feel suffocated in a 

place where she has to spend almost half the day; and most importantly, too, to maintain 

purda while not being completely disconnected from the outer world.  

Special attention has also to be paid to the costs of materials; all this is organized by the 

NGOs.  
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The research results suggest the use of NGOs as intermediaries for housing. This option has 

several benefits. It builds on the comparative advantage of NGOs, their ability to keep in 

close relationship, and work with low-income households. In comparison, estate developers, 

large building material manufacturers, and commercial banks undergo considerable 

difficulties while working directly with the low-income communities. In this case NGOs can 

provide technical assistance by hiring civil engineers and architects. Before disbursing the 

loans, the NGO surveyors, architects and civil engineers can visit the site/house for which the 

loan is asked for and prepare architectural and structural plans for each specific case. Along 

with the housing micro-loan amount, the NGO can provide the complete set of plans. Each 

phase of the loan can then be delivered to the borrower if the codes outlined in the plans are 

complied with systematically. 

6.2.3. Role of International Donor Agencies 

 

The Millennium Development Goals have implications for policies that address urban 

poverty in developing regions of the globe. In particular, Target 7D aims to achieve a 

significant improvement in the lives of at least 100 million slum dwellers (Waage, J., Banerji, 

R., Campbell, O., Chirwa, E., Collender, G., Dieltiens, V., Kingdon, G. 2010). The 

international donor agencies including the World Bank, and the United Nations Development 

Programme (UNDP) are investing in housing projects and programs in Pakistan, to support 

incremental housing processes. If donor agencies fund NGOs at local level, their resources 
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for housing micro-loans may increase on the one hand but also impacts on the scale of urban 

housing in general could be positive.  

6.2.4. Role of Community Organizations  

 

Localized community organizations have the capacity to serve the scale of need that exists 

within their area because each is tailor-made to suit the particular circumstances of their local 

context. Although relatively small, localized operations may be more effective than big 

centralized ones, allowing eventually for personal knowledge to replace legal requirements 

and paperwork. Women are especially attracted to community groups because they have 

more relationship with others in the family and in the community. Community organizations 

also create a venue for meeting regularly and for learning from others. The main functions of 

community organization in the model proposed are below: 

6.2.4.1. Saving Banks for Revolving Funds (i.e. Kameti) 

 

The importance of locally managed savings banks as a vehicle for community building, 

particularly low-income households engaged in incremental house building, is becoming well 

understood and informed by this research. Not only can regular savings of very small 

amounts of money generate significant capital funds for borrowing, but the process of 

collecting, banking, lending, and recovering loans is a powerful means of community 

building and the development of grassroots collective management capacities for the future 

years to come. 
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Community organizations in the model act as saving banks and can channel the revolving 

funds (Kameti) gathered through community savings. This can reduce the overhead of any 

formal lending institution spent on management of loan disbursement and repayments. These 

revolving funds have the power to develop capacities among poor masses to manage and 

save for housing and internal infrastructure later on when sufficient funds accumulate.  

6.2.4.2. Social Services Development 

 

Community organizations can establish and assist residents in building education and health 

care facilities in the settlement in collaboration with the NGO. Residents can invest their 

labor and money generated from revolving funds (Kameti). The residents will own and 

eventually maintain the services if built from their personal resources. The building process 

of social services will start with the launching of revolving money and will approximately 

take four years to complete. 

6.2.5. Role of Building Material Suppliers 

 

During present study, the researcher found clues that indicated that there is a great potential 

to expand housing microfinance along with using the credit culture operated by household 

good retailers. Local building material suppliers can play a significant role in incremental 

house building process; following are the functions that are proposed in the model for these 

suppliers: 
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6.2.5.1. Building Material on Credit  

 

Allowing materials to be drawn on credit through local commercial suppliers can reduce the 

burden on low-income families in constructing their houses incrementally. In this study, the 

construction material suppliers supported Nuzhat and lent her lowered priced bricks for the 

construction of the first room on behalf of her brother who worked in their brick kiln. 

6.2.5.2. Internal Infrastructure Development  

 

Internal infrastructure development consists of underground sewers, water pipes, and internal 

paved roads that are connected to the main infrastructure lines. This development has been 

proposed to be executed through collaboration of local building material suppliers and 

community organization through credit from building material suppliers and revolving funds 

(Kameti money), which are collected through monthly installments from the residents over 

time. A key feature of the internal infrastructure development process is the involvement of 

the resident community in the process as labor through community organization. This helps 

to create possession between the residents, foster community cooperation, and lower capital 

outlay. 

6.2.6. Role of Incremental House Builder 

 

The residents have the best knowledge of the characteristics of their living habits, the nature 

of their needs and priorities and how the incremental construction of their house will work. 

By organizing themselves (or being organized) to engage in developing their housing and 

local environment, households inevitably come together to address a “common cause.” In 
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this context, the construction, maintenance, and management of dwellings is logically the 

responsibility of households, not of government or any other organization. Only the owners 

and users of housing understand their own priorities for investment, their available resources, 

and their changing housing needs. All other agencies will act in the event of procurement of 

housing as facilitator, providing those inputs that households and communities cannot 

effectively or efficiently provide for themselves. Participation helps in creating a sense of 

ownership and pride in the local environment among residents that can engender a feeling of 

responsibility for the maintenance and management of community assets (such as streets, 

drains, street lighting, public open space, schools, and clinics). This presents an opportunity 

to develop and consolidate social solidarity and to introduce and support local enterprise 

initiatives and employment, notably in infrastructure and housing construction activities. 

Local residents can also build social capital around issues that are not related to the 

immediate urban environment, such as sporting or cultural activities that engage youth and 

NGO programs ranging from women’s literacy to environmental health, nutrition, and home 

economics. 

Both the location and the provision of facilities for income-generating activities in 

incremental housing projects can have important impacts on poverty reduction and 

householders’ capacity to improve their housing. For example, workshop facilities allow 

women to start new enterprises, working from home, and supplying to local stores. Such a 

strategy can increase the number of working family members and subsequently household 

incomes will also witness a significant growth.  
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6.3. Time Line of Activities 
 

The success of incremental housing initiatives depends on the timing, standard, and level of 

service provision. When projects are highly ambitious, costs have proved unaffordable for 

low-income households, and latterly bought out by middle-income groups. In addition, the 

localities where infrastructure and service standards have been too low or their installation 

delayed, plots have remained empty and have failed to attract any income group. To facilitate 

low-income people in constructing residences at a reasonable standard, the model proposed 

in this study recommends building material suppliers to provide materials and NGOs to 

provide technical advice. NGOs can also facilitate microcredit to the incremental builder to 

enable house construction. Residents then build their own homes through a combination of 

family labor, hired help, and technical advice from NGOs. A balance is proposed here which 

is based on knowledge from this study and personal experience while working in Pakistan.  

All the activities suggested in the model can take place in the form of processes in which 

actors are well connected. Ideally, incremental housing processes will follow a sequence of 

activities: 

1. Government agencies give land and its tenure in the first three years to low-income 

families after they meet government eligibility requirements. 

2. The relevant government agency provides external infrastructure including trunk 

sewers, water supply, electric supply, and primary road network to the settlement in 

the first five years from the commencement of the process. 
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3. The local NGO (MFI) disburses housing micro-loans for incremental house 

construction from year 1 to year 6 until the time when revolving funds (Kameti) 

substitute for them.  

4. Starts in year 1 are completed in years 6 and 8 respectively, with building material 

supplied on credit from building material suppliers, the internal infrastructure and 

incremental house is constructed.  

5. The community organization organizes local people to make savings in community 

banks for Kameti money (revolving funds), starting in year 3.  

6. As soon as enough money has accumulated in the revolving funds, the social facilities 

are constructed. This is projected to start in year 4 and to be completed in year 7.  

7. Initially developed from credited building material, the remaining part of the 

infrastructure is completed in year 8 with the help of revolving funds. 

In conclusion, support of incremental housing processes can provide the basis for the wider 

social and economic development of low-income households and communities. However, it 

also requires many government agencies and organizations responsible for housing to work 

together to provide social and economic support to low-income communities. Figure 6.2 

outlines the various activities spread over a number of years. 
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Figure 6.2: Time line of Activities 

 

 

Based on the suggestions, made by participants and respondents, in the next section, the 

model suggests implications for the main actors in the process; namely, policy makers and 

microfinance institutions: 

6.4. Implications for the Policy Makers 
 

Following are implications for policymakers in the government of Pakistan, recommending 

how to deliver housing services to the poor. 
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6.4.1. Develop Policy and Regulatory Framework 

 

As outlined by Brown and Tilock (2002, p.78), “the legislation and regulation issues such as 

minimum capital requirements, depositor protection, usury laws, degrees of intermediation 

allowed, ownership structures, are seen as the key policy levers available to governments to 

influence and control the development of the housing finance sector.” All of these issues 

affect poor people’s ability to buy land, obtain legal rights to that land and build homes. 

According to a key informant (government official) commenting on such research, “the value 

of properties has been increased in G-8 (1) squatter settlement, Islamabad, but the residents 

cannot sell before getting proprietary rights. No research has been made for improving 

policy; policies must be flexible.” 

Governments facilitate institutions that provide finance to the poor for house construction. 

Demand for housing finance will be severely constrained if the poor live in fear of their 

homes being razed. Also, if financial institutions are restricted by legal constraints they will 

fail to provide adequate services to the poor. Government can also select a few financial 

institutions with proven track records to partner with, emphasizing financial services to the 

poor. 

6.4.2. Establish a Conducive Environment for Islamic Finance 

 

More than 97% of the population of Pakistan is Muslim by faith and there is only one NGO 

that is disbursing interest free loans to them. Consequently, an overwhelming majority of the 

NGOs, being operated by so-called Muslims, demand interest from the poor and 
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downtrodden individuals in the name of providing them with shelter. Almost every 

participant desired and suggested the government as an agent to promote the Islamic finance 

system. As one of the respondents, Ali, commented: “We did not a get loan from anyone 

because we did not like to borrow an interest-based loan.” 

6.4.3. Recognition of Poor People as Building their Houses Incrementally  
 

In Pakistan, building codes were designed for the construction of complete homes, thus 

making progressive building illegal despite it being the most common form of home 

construction for the poor. These codes also limit the poor’s demand for housing finance 

because they fear that their “out of code structures” will be destroyed. They limit investment 

in them. Comprehensive housing government policies could better support incremental 

housing expansion.  

Most participants suggested that government should acknowledge and facilitate incremental 

construction. As Saqib noted, “Government can obtain a double benefit from incremental 

housing: the capacity of households to find housing solutions on their own and the 

improvement of existing housing with minimum government money.” Or as Sagheer 

suggested, “Programs that support incremental builders and housing microfinance can help 

provide all households with suitable houses. It is the way in which we all build and improve 

our homes.”  
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6.4.4. Recognizing the Poor as Creditworthy 

 

As the portfolios of microfinance institutions are growing in Pakistan, it is becoming clear 

that the poor are creditworthy for loans given out and repaid. Policies need to make loans 

more affordable to the poor. Participants suggested that government should trust low-income 

people and should introduce and facilitate more lending organizations. 

6.4.5. Provide Land, Basic Infrastructure and Social Services to the Poor 

 

In the housing sector, government can invest in areas where other institutions cannot, like 

servicing land with basic infrastructure such as water, electricity and roads, and building and 

servicing social infrastructure such as schools and health clinics. According to Akhtar (2007, 

p.12), “An important role of governments is to intervene in land and housing markets to 

ensure that the lowest income groups in the city have access to secure land and decent 

housing. Political will within government and civil society is essential to resolve the 

problems of slum populations.” 

One of the researcher participants suggested that “government should provide all the services 

and utilities in an area, should take care of road levels, sewerage, and along with NGOs, 

provide housing microfinance.”  

6.4.6. Create Women-Specific Loan Products 
 

Evidence from the literature shows that the wellbeing of families, especially of children, is 

affected positively by an increase in women’s resources (Goetz & Gupta, 1996). Moore and 

Cosco (2001) in Growing Up in an Urbanizing World, suggest that children are 
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knowledgeable about the housing conditions they are living in and that fear of losing their 

home can be a cause of great anxiety.  

The majority of microfinance institutions also prefer women as members, because of their 

reputation for being reliable borrowers, thereby contributing to financial viability (Hashemi, 

Schuler, & Riley, 1996).  

As witnessed in the course of this research, for a Pakistani woman, apart from financial and 

economic functions, a house also serves as a specific cultural place. For example, in the 

house of an extended Muslim family, a female family member requires a separate space for 

practicing purdah. In one case, housing microfinance facilitated a widow to construct a 

boundary wall in order to achieve privacy and security after the death of her husband. In 

another it provided a livelihood for a mother to send her children to school.  

In some cases, women pointed to cultural restrictions, which do not allow them to take part in 

outdoor activity. A mind set has developed in such a way that men are responsible for each 

and every thing and women need to stay at home, even though religion does not restrict 

women to earn. So even if a woman has earning potential and wants to do something to 

support her family she can’t because of social pressures.  

However, as discovered in this study, houses constructed with housing microfinance make up 

a noteworthy bridging resource that allows poor women to construct their houses 

incrementally and establish indoor businesses such as a beauty salon, a small grocery shop or 

a tailoring space. In that way, while staying at home, women have some additional income 

and can raise their children side by side. 
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Housing microfinance resonates with both Pakistani traditions and the fluctuating incomes of 

poor women. Houses planned and built according to specific family needs are more 

productive. To achieve this end, the Pakistani government should encourage microfinance 

institutions to adopt a targeted, articulated gender focus as part of the national strategy to 

address women’s empowerment. By providing women-only credit windows, female staff, 

and trained personnel adept at serving the banks’ female clientele, much can be done to foster 

a female micro-client base (Niethammer et al., 2007).  

6.4.7. Improve Research Opportunities 

 

It should also be noted that in the study reported here, nearly all of the participants and 

experts commented that the topic is an important one. They felt that any insight gained from 

this study would be beneficial to government policy. As Hassan (key informant, researcher) 

said, “No research has yet been conducted for housing microfinance. As far as this research 

is concerned, incremental housing is the only solution for low income people, because all the 

previous calculations by government for providing affordable housing to the low income 

people in Pakistan have failed.”  

The government should create opportunities for researchers to review international practices 

and conduct local surveys relevant to low-income housing and housing finance and prepare 

policy recommendations. Apart from production of reports on policy recommendations, 

researchers could also monitor and evaluate projects and suggest improvements. 
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6.5. Implications for Housing Micro Finance Institutions  
 

Institutions that have started housing microfinance services have limited or no-experience in 

housing microfinance as they are disbursing longer term products based on individual 

lending 5 to 10 times bigger than the typical business micro-loan size. According to Malhotra 

(2003, p.25) “they require substantial assistance in capacity building, product development 

and risk management. In addition, they often lack access to long-term funding and need to 

build robust operational processes to raise long-term funds.” Following are a few 

implications: 

6.5.1. Product Innovation in Housing Microfinance 

 

The housing microfinance loan product is distinct from mortgages in that it is typically for 

housing improvement rather than to purchase or build a new home. It is also distinct from 

business micro-loan products, which most microfinance institutions use. The housing loan 

product of NGO-Akhuwat is an average housing loan size of $625 (Rs. 53,785) as compared 

to $110 (Rs. 10,000) business micro-loan. The loan repayment period is 2 years instead of 1 

year; but most of the participants and users of housing microfinance are not happy with the 

loan amount because the construction costs have increased substantially. Construction of one 

room is approximately $1000 (Rs.120,000). 

Pooling money from different resources can increase the loan amount. Collaboration of 

different stakeholders like building material suppliers, community saving groups, and 

government subsidies can scale up the resources for house construction. 
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6.5.2. Collaboration between Different Stakeholders 

 

Depending on local circumstances, the housing loan product can be modified and facilitated 

by NGOs all over the world. In India with the help of SPARC and in South Africa with the 

Homeless People's Federation, poor communities built homes at reduced cost compared to 

commercial market rates (Ferguson & Smets, 2010).  

Joint ventures between NGOs and microfinance institutions, like the Intermediate 

Technology Development Group (ITDG), an NGO, and NAHECO, a MFI, worked together 

in Kenya, where ITDG has developed a low-cost house and NAHECO provides business and 

housing loans for acquisition of these homes (Brown & Tilock, 2002). 

One of the most significant breakthroughs in housing for the poor will come when developers 

of low-cost housing and microfinance join together as seen in Grameen's low-cost prototype 

houses. 

Facilitation through private developers, who buy plots in city peripheries, build homes, 

service them and extend loans to poor households for home purchase is one of greatest 

initiatives towards product innovation in low-income housing. 

6.6. Limitations of Study 
 

Like any research, this study has certain limitations, ranging from data collection methods to 

generalization of the findings. 
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6.6.1. Interest Free Product 

 

The study included participants from the portfolio of NGO Akhuwat that disburses interest 

free loans. Because issues related to people borrowing housing micro-loans with interest 

might be different, this study may not be generalizable to such cases. Akhuwat was selected 

because it is the only NGO disbursing housing micro-loans in Pakistan.  

6.6.2. Rental Population 

 

The interview protocol for data collection was designed for a population from microfinance 

and incremental construction and not for a rental population. As NGO-Akhuwat needs land 

ownership as a pre-requisite for applying for a housing loan, there were no pre-defined 

questions for a rental population. 

This limitation was realized during the surveys, when the researcher came across a couple of 

renters who had taken business micro-loans. However they did not participate in the 

incremental construction or housing loans because they did not own the land or the houses 

and the amount of the housing loan was so low that they could not buy the land to construct 

their own house. 

6.6.3. Sample Size 

 

The sample size for the study is 45, which is appropriate for a grounded theory study. 

Thomson (2007) suggests that a researcher should plan initially for 30. A larger sample size 

might have produced more significant results but was precluded by time and resource 

constraints. 
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The sample for this study consisted of urban families who own a house, excluding the vast 

rural population who do not use and are unaware of microfinance. However, the sample was 

consistent with the study’s stated aim of investigating urban, low-income families’ housing 

construction practices.  

6.6.4. Time Constraint 

 

If allowed by time, a second round of interviews with families engaged in incremental 

construction with housing microfinance could have been used to evaluate changes in NGO 

processes and construction practices along with the changing economic and political situation 

in Pakistan. 

6.6.5. Limited Response from Key Informants 

 

One of the greatest limitations of this research is that, the six key informants interviewed 

through in-depth interviews were hesitant about sharing their views. Either limited by 

organizational affiliations or the lack of research and practice on housing microfinance in 

Pakistan, their insight on the current research problem remained limited. 

6.7. Implications for Future Studies 
 

The primary research questions of this study were: 

1. How can low-income housing processes be facilitated? 

2. How do low-income people build their houses? 

3. What is the current scenario of low-income housing in Pakistan? 
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Although this study has attempted to answer the above-stated questions, researchers 

interested in the integration of incremental housing and housing microfinance themes should 

continue to unravel the complex context of low-income housing.  

Questions to further this area of research include: 

1. What are the opposing viewpoints within the field of housing microfinance? 

2. What mode of housing finance is suitable for rental inhabitants? 

3. What may be the various forms of collateral option instead of land title?  

4. What are the financial solutions for informal or squatter settlements?  

6.8. Conclusion 
 

Urban low-income housing is an expensive commodity, often costing as much as 9 or 10 

times a households’ annual income. Even under the most favorable conditions, housing is 

likely to cost 2.5 to 3 times a households’ annual income, and as such it is unlikely that many 

except the very richest of households could be expected to have the funding necessary to 

acquire readily available housing. 

It is possible for a household to set aside and save the money required to purchase a house (or 

the materials and components required to build one), but given the large amount required 

compared to annual income, it is likely that this would take a long time. Most households 

cannot expect to devote more than a third of their income to housing (though many devote up 

to 50%), and setting this aside would require 15 to 20 years before a house could be bought – 

longer if in the mean time the household also has to spend money (rent) to live somewhere. 
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For most households, this is too long to wait. The obvious alternative is to reverse the 

process, and borrow the money to acquire the core unit first, and then take the 15 to 20 years 

to complete it in increments. 

However, such a process requires finding a lender willing and able to provide the household 

with the money up front. Traditionally, the sources for such loans have been family members 

who are better off, who likely do not to require paperwork and guarantees and who take a 

lenient view of delays and defaults in repayments. But such a system cannot be relied upon to 

find and fund the housing needs of a large numbers of households. 

On the other hand, conventional lenders, such as banks and financing houses (or indeed 

money-lenders) do their business by lending to known entities with established credit records 

and ratings, and prefer to lend large amounts to a few people for short periods, thereby 

keeping their risks low and their profitability high. Indeed in many Latin American countries, 

until relatively recently, it was almost housing microfinance that was bridging the gap 

between formal lending institutions and low-income house builders.  

The majority of houses in Pakistani cities, as in other developing countries, are not built by 

the government or the private sector but by the people who live in them. Owner-built housing 

is still the most popular form of housing production in the region, among all income groups 

and across all types and qualities of housing. There are good reasons for this: when people 

build themselves (or hire their own carpenters, masons or small contractors to build for 

them), they can control the whole process and build the house which precisely suits their 

tastes, their needs, their aspirations and their resources. There are many lessons to be learned 
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from this people-produced, incremental housing system. These include the understanding of 

housing needs of the urban poor and how to help their local housing supply systems work 

more effectively. The thriving markets of small informal contractors, masons, carpenters, 

plumbers, electricians and materials suppliers tend to blossom in every city to serve the low-

end of the housing sector.  

This very preliminary analysis of the emerging housing microfinance industry in Pakistan 

saving the poor, demonstrates the lesson that innovations and collaboration between different 

stakeholders will prove a success. It will also pave the path for a new set of players like 

commercial banks, mortgage finance companies, private builders, and others that typically 

shy away from poor people. It is the hope of this study that such organizations will soon be 

vying side by side for poor people's attention and purchasing power. 
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Appendix A 
 

In-depth interviews-Key informants (Government Officials) 

 

Q1. What are the current policies of government regarding low-income housing? 

 

Q2. Identify the developed projects under current policies? 

 

Q3. Is there any change in government policy? 

 

Q4. Is there any research undergoing to improve these policies? 
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In-depth interviews-Key informants (NGO Officials) 

 

Q1. Can you explain the whole housing loan process of NGO? 

 

Q2. How you accessed families? 

 

Q3. What are the difficulties you faced during implementation of project? 

 

Q4. How do you see incremental housing within the context of housing sector in Pakistan? 

 

Q5. How do you see the future of housing microfinance? 
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In-depth interviews-Key informants (Researchers) 

 

Q1. How do you see incremental housing within the context of Pakistan? 

 

Q2. What are the current research activities going on in low-income housing sector? 

 

Q3.  Do the research affected government policies in past? 

 

Q4.  Is there any research conducted on Housing Microfinance? 
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Questionnaire for Incremental Housing with Housing Microfinance 

Families 

 
This questionnaire is a part of research for completion of my PhD study at NC State University, U.S.A. Through 

this survey I will explore the process of incremental housing and housing microfinance practice in Pakistan. 

Your experiences and comments will serve to inform policy makers about what should be done to make low-

income housing development effective. This questionnaire will be anonymous and your name will not be 

displayed, it will take approximately one hour and I am very thankful to you in helping me to complete this 

task. 

 
Questionnaire Number  

Interviewee Name  
Interviewee Gender  
Interview Location 

 
 

Date of Interview  

 
A. Basic Information 

 

Q1. What range does your age fall in? 

 
Less than 30-40 1 
41-50 2 
51-60 3 

61 & above 4 

 

   Q2. What is your education? 

 

Did not attend school 1 
Primary school 2 
Secondary not completed 3 
Secondary completed 4 
Technical education 5 
Graduate /Post Graduate 6 

 

Q3.     What is the type of employment you are in? 

 
Self employed/ entrepreneur 1 
Permanent employee 2 
Piece jobs 3 
Non-contract employment 4 

Unemployed 5 

 

Q4. What is the family structure of the house? 

 
Extended family/ joint family 1 
Immediate family (include grandparents, single parent households) 2 
Singles/ singles sharing /staying with a relative/friend 3 
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Q5.       What is the current household income per month? 

 

>5000-5000 1 
6000-10,000 2 
11,000-15.000 3 
16,000-20,000 4 

21000 and above 5 

                                                                    B. Housing Microfinance 

 

Q6.        For what purpose have you taken the recent housing loan? 

 

Construction material credit 1 
Home improvement/repairs 2 
To add a room   

R
r
o
o
m
/
b
a
t
h
r
o
o
m
/
k
i 

3 

 To buy a newly built /existing  
House 

4 
 

Q7.     Before the recent loan have you ever taken/applied for a loan from a bank, family member, friend, 
micro lender? 

 
No 1 
Yes, but was rejected 2 
Yes, was approved but did not take it 3 
Yes, and I took it 4 

 
Q8.     If no, what was the reason for not taking it before? 

 
Fear of inability to repay the loan 1 
Lack of financial documents/lack of pay slip 2 
High interest and fees 3 
Difficult and lengthy procedures 4 
Availability of other accessible sources of finance 5 
Lack of bank relations 6 
Lack of collateral/security 7 
Religious beliefs 8 
Bad credit history 9 
Others, Specify ……………………………………       10 

 
Q9.     If you knew about the housing loan from Akhuwat earlier why didn’t you apply for it? 
 
 
 
Q10.     What are the main reasons that convinced you to apply for a housing loan from Akhuwat ? 
 

Can repay the loan 1 
Came to know about NGO 2 
No interest and low fees 3 
Easy procedures 4 
Lack of bank relations 6 
Lack of collateral/security 7 
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Religious beliefs  8 
Others, Specify…………………… 9 

 

Q11. How did you find out about housing microfinance? 

 

Q12. How did you contact the NGO? 

 

 

Q13. What is the total value of the housing micro loan borrowed now? ---------------------- Rs.- 
 

Q14. What is the amount of monthly installment you have to pay to repay for this loan?      -------------------------Rs. 

 

Q15. Can you pay the installments easily? 

 

Q16. What are the efforts you have been putting in to pay the installment on time?  

 

 

Q17.  What is the maturity period of this loan?      --------------------------months 

 

Q18. Describe step by step, the whole loan process of the NGO? 

 

 

Q19. How has this process (housing microfinance) changed your life? 

 

 

Q20. Have you faced any difficulties during the loan process? 

 

 

Q21. Your suggestions to improve the loan process? 

 

C. Incremental Housing Process 

 

Q22. How long have you and your household lived in this dwelling?         -------------------------- Years  

   Q23. How did you get the dwelling you are living in? 

 

Inherit/own 1 
Government subsidy 2 
Occupied the place 3 
Look after place 4 
Live with 
Parents/Family 

5 

 

   Q24. What was the reason whenever you decided to do an improvement? 

 

Addition of a member to a family 1 
Availability of finances 2 
Ownership of house  3 
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To rent it out 4 

To start a business 5 

Other, please specify……………………… 6 

 
Q25. For each of the following house additions please specify the year, family size, and income? 

 

           Year      Family size  Income 

Additional floor 1    

Extra room for household purposes 2    

Extra room to rent or backyard room  3    

Extra room or space for business 4    

Building a kitchen or improving finishes 5    

Building a bathroom or improving finishes 6    

Improving or putting on a roof/ceiling 7    

Improving or putting in a floor 8    

Painting, plastering, or wall repair 9    

Doors 10    

Connections to an outside water line 11    

Internal water/plumbing installations 12    

Connections to an outside power line 13    

Internal electricity/outlet installations 14    

Add wall or fence around property 15    

Other, please specify………………………… 16    

 
Q.26 Where did you get the construction material? 

 

Found material 1 

Building material suppliers 2 

Other, please specify………………………… 3 

 

Q27. Who designed the addition to your house? 

 

You and your family 1 

Hired an architect 2 

Contractor  3 

Other, please specify………………………… 4 

 

Q28. Who constructed the addition to your house? 

 

You and your family 1 

Hired a labour 2 

Other, please specify………………………… 3 
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Q29. What types of difficulty did you face during the construction process? 

 

 

Q30. How do you see the difference between previous additions and recent one (which has microfinance 

assistance)? 

 

Q31. What do you think should be done by government to improve the process of incremental housing and 

microfinance? 
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Questionnaire for Incremental Housing without Microfinance 

Families 

 
This questionnaire is a part of research for completion of my PhD study at NC State University, U.S.A. Through 

this survey I will explore the process of incremental housing and housing microfinance practice in Pakistan. 

Your experiences and comments will serve to inform policy makers about what should be done to make low-

income housing development effective. This questionnaire will be anonymous and your name will not be 

displayed, it will take approximately one hour and I am very thankful to you in helping me to complete this task. 

 

Questionnaire Number  
Interviewee Name  

Interviewee Gender  
Interview Location 

 
 

Date of Interview  
Relationship to Head of Household (HoH) 

 
 

 

A. Basic Information 
 

Q1.   What range does your age fall in?  

 

Description Respondent HoH  

Less than 30-40 1 1 
41-50 2 2 
51-60 3 3 

61 & above 4 4 

 

Q2.      What is your education? 

 

Description Respondent HoH 

 Did not attend school 1 1 

 Primary school 2 2 

 Secondary not completed 3 3 

Secondary completed 4 4 

Technical education 5 5 

Graduate /Post Graduate 6 6 

 

Q3.     What is the type of employment you are in? 

 
Description Respondent HoH 

Self employed/ entrepreneur 1 1 

Permanent employee 2 2 

Piece jobs 3 3 

Non-contract employment 4 4 

Unemployed 5 5 
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Q4.    How many people are living  in the house? 

 

Number Relationship to HoH Age Sex 

1     

2    

3    

4    

5    

6    

7    

8    

9    

10    

 

Q5.       What is the current household income per month? 

 

Income (Rs.) Categories 

>5000-5000 1 
6000-10,000 2 
11,000-15.000 3 
16,000-20,000 4 

21000 and above 5 

 

B. Incremental Housing Process 

 

Q6. How long have you and your household lived in this dwelling?         -------------------------- Years  

   Q7. How did you get the dwelling you are living in? 

 

Inherit/own 1 
Government subsidy 2 
Occupied the place 3 
Look after place 4 
Live with Parents/Family 5 

 

   Q8. What was the reason whenever you decided to do an improvement? 

 

Addition of a member to a family 1 
Availability of finances 2 
Ownership of house  3 
To rent it out 4 

To start a business 5 

Other, please 
specify………………………… 

6 
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Q9. For each of the following house additions please specify the year, family size, and source of finance? 

 

 Year Family 
size 

Income Cost 
of Construction 

Source of 
Financing 

Additional floor 1      

Extra room for household purposes 2      

Extra room to rent or backyard room 3      

Extra room or space for business 4      

Building a kitchen or improving finishes 5      

Building a bathroom or improving finishes 6      

Improving or putting on a roof/ceiling 7      

Improving or putting in a floor 8      

Painting, plastering, or wall repair 9      

Doors 10      

Connections to an outside water line 11      

Internal water/plumbing installations 12      

Connections to an outside power line 13      

Internal electricity/outlet installations 14      

Add wall or fence around property 15      

Other, please specify……… 16      

 

Q10. Where did you get the construction material? 

 

Found material 1 

Building material suppliers 2 

Other, please ………………… 3 

 

Q11. Who designed the addition to your house? 

 

You and your family 1 

Hired an architect 2 

Contractor  3 

Other, please specify………………… 4 

 

Q12. Who constructed the addition to your house? 

 

You and your family 1 

Hired a labour 2 

Other, please specify……………… 3 

 

Q13. What types of difficulty did you face during the construction process? 

 

 

Q14. How the constructions effect your life? 
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Q15. What do you think should be done by government to improve the process of incremental housing?  

 
C. Finances for Construction 

 

    Q16.      What was the source of finance for building your house? 

 

Own income 1 
Group savings 2 
Family member/Friend 3 
Other ,please specify…...…………………………. 4 

 

Q17.    What was the range of cost of construction each time? 
 

 Year
ear 

 

10,000-30,000  1 
31,000-50,000  2 
51,000-70,000  3 
71,000 & Above  4 

 

  Q18.     If taken from others what are the efforts you have been putting in to pay back on time?  

 

 

  Q19.     Have you ever taken/applied for a loan from a bank or  micro lender for house construction? 

 

No 1 
Yes, but was rejected 2 
Yes, was approved but did not take it 3 
Yes, and I took it 4 

 

   Q20.     If no, what was the reason? 
   

Fear of inability to repay the loan 1 
Lack of financial documents/lack of pay slip 2 
High interest and fees 3 
Difficult and lengthy procedures 4 
Availability of other accessible sources of finance 5 
Lack of bank relations 6 
Lack of collateral/security 7 
Religious beliefs 8 
Bad credit history 9 
Others, Specify 
……………………………………… 

         10 
 

  
Q21.   You knew about the housing microfinance from NGOs?

 
 
 
 
Q22. Do you plan to borrow, if yes for what purpose? 

 

 

 Q23. What do you think should be done by government to improve the process of housing finance? 
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Questionnaire for Microfinance 

Families 
 

This questionnaire is a part of research for completion of my PhD study at NC State University, U.S.A. Through 

this survey I will explore the process of incremental housing and housing microfinance practice in Pakistan. 

Your experiences and comments will serve to inform policy makers about what should be done to make low-

income housing development effective. This questionnaire will be anonymous and your name will not be 

displayed, it will take approximately one hour and I am very thankful to you in helping me to complete this task. 

 
Questionnaire Number  

Interviewee Name  
Interviewee Gender  
Interview Location 

 
 

Date of Interview  
Relationship to Head of Household (HoH) 

 
 

 

A. Basic Information 
 

Q1.   What range does your age fall in?  

 

Description Respondent HoH  

Less than 30-40 1 1 
41-50 2 2 
51-60 3 3 

61 & above 4 4 

 

Q2.      What is your education? 

 

Description Respondent HoH 

Did not attend school 1 1 

Primary school 2 2 

Secondary not completed 3 3 

Secondary completed 4 4 

Technical education 5 5 

Graduate /Post Graduate 6 6 

 

Q3.     What is the type of employment you are in? 

 
Description Respondent HoH 

Self employed/ entrepreneur 1 1 

Permanent employee 2 2 

Piece jobs 3 3 

Non-contract employment 4 4 

Unemployed 5 5 

 
  



 

  

 

170 

 

Q4.    How many people are living in the house? 

 

 Number Relationship to HoH Age Sex 

1     

2    

3    

4    

5    

6    

7    

8    

9    

10    

 
 Q5.       What is the current household income per month? 

 

>5000-5000 1 
6000-10,000 2 
11,000-15.000 3 
16,000-20,000 4 

21000 and above 5 

 

B. Housing 

 

Q6. How long have you and your household lived in this dwelling?         -------------------------- Years  

   

   Q7. How did you get the dwelling you are living in? 

 

Inherit/own 1 
Government subsidy 2 
Occupied the place 3 
Look after place 4 
Live with Parents/Family 5 

 

 Q8. Have you ever done incremental construction to your house? 

 

 

 Q9. If yes what was the reason generally whenever you decided to do an improvement? 

 

Addition of a member to a family 1 
Availability of finances 2 
Ownership of house  3 
To rent it out 4 

To start a business 5 

Other, please specify………………………… 6 
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Q10.  For each of the following house additions please specify the year, family size, and source of finance? 

 

 Year Family size Income Cost 
of Construction 

Source of 

Financing 

Additional floor 1      

Extra room for household purposes 2      

Extra room to rent or backyard room 3      

Extra room or space for business 4      

Building a kitchen or improving finishes 5      

Building a bathroom or improving finishes 6      

Improving or putting on a roof/ceiling 7      

Improving or putting in a floor 8      

Painting, plastering, or wall repair 9      

Doors 10      

Connections to an outside water line 11      

Internal water/plumbing installations 12      

Connections to an outside power line 13      

Internal electricity/outlet installations 14      

Add wall or fence around property 15      

Other, please specify……… 16      

 

Q11. Where did you get the construction material? 

 

You and your family 1 

Hired an architect 2 

Contractor  3 

Other, please specify……… 4 

 

Q12. Who designed the addition to your house? 

 

Used free local material 1 

Building material suppliers 2 

Other, please specify…………. 3 

 

Q13. Who constructed the addition to your house? 

 

You and your family 1 

Hired a labour 2 

Other, please specify………… 3 

 

Q14. What types of difficulty did you face during the construction process? 

 

 

Q15. What do you think should be done by government to improve the process of incremental housing? 
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C. Microfinance 

 

Q16.        For what purpose have you taken the recent micro-loan? 

 

Start a business 1 
Marriage of a child 2 
For emergency 

R
r
o
o
m
/
b
a
t
h
r
o
o
m
/
k
i 

3 

Education of children  
House 

4 
Other, please specify………………………  

 
Q17.     Before the recent loan have you ever taken/applied for a loan from a bank, family member, friend, micro 

lender? 

 
No 1 
Yes, but was rejected 2 
Yes, was approved but did not take it 3 
Yes, and I took it 4 

 
Q18.     If no, what was the reason for not taking it before? 

 

Fear of inability to repay the loan 1 
Lack of financial documents/lack of pay slip 2 
High interest and fees 3 
Difficult and lengthy procedures 4 
Availability of other accessible sources of finance 5 
Lack of bank relations 6 
Lack of collateral/security 7 
Religious beliefs 8 
Bad credit history 9 
Others, Specify …………………………        10 

 

Q19.     What are the main reasons that convinced you to apply for a loan from Akhuwat ? 
 

Can repay the loan 1 
Came to know about NGO 2 
No interest and low fees 3 
Easy procedures 4 
Lack of bank relations 6 
Lack of collateral/security 7 
Religious beliefs  8 
Others, Specify …………………………         9 

 

Q20. How did you find out about microfinance? 

 

 

Q21. How did you contact the NGO?  

 

 

Q22. What is the total value of the micro-loan borrowed?     -------------------------Rs. 
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Q23. What is the amount of monthly installment you have to pay to repay for this loan?      -------------------------Rs. 

 

 

Q24. Can you pay the installments easily?  

 
Q25.  What is the maturity period of this loan?      --------------------------months 

 

 

Q26. What are the efforts you have been putting in to pay the installment on time?  

 

 

Q27. How has this microfinance changed your life? 

 

 

Q28. Have you faced any difficulties during the loan process? 

 

 
Q29. Did you know about the housing microfinance? 
 
 
Q30. If yes, do you want to borrow a housing loan? 
 
 
Q31. State any reasons if you don’t want to borrow a housing loan? 
 
 

Q32. Do you plan to borrow again, if yes for what purpose? 

 

 

Q33. What do you think should be done by government to improve the process of housing microfinance? 

 

Q34. Your suggestions to improve the microfinance process? 
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