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SUSTAINABLE SHELTER: MAKING ADEQUATE SHELTER AFFORDABLE
The key to sustainable urban shelter is not simply financing shelter for the poor. The key is providing adequate, affordable
shelter to the poor. This approach may be called ‘sustainable shelter’: shelter that is environmentally, socially and
economically sustainable because it satisfies the Habitat Agenda requirements of adequacy: Its acquisition, retention and
maintenance are affordable, it does not overburden the community with unaffordable costs and it’s located in areas that do
not constitute a threat to people or the environment.
One of the larger problems facing low-income households is the difficulty in purchasing shelter due to the dramatic
escalation of housing prices throughout the world. Between 1997 and 2004, according to a very recent survey, average
housing prices grew by 131%in Spain, 147% in the UK, 179% in Ireland, 113% in Australia, 90% in France and 65% in the
US. While average housing prices are lower in the developing countries, they are also influenced by steeply rising costs of
land, building materials and other cost components. Affordability rests to a large extent on policies capable of bringing
down housing production costs such as capital, land, infrastructure, building materials, standards, design, location and
modes of production. To be affordable, all of these elements will require a substantive element of subsidy; but in some
cases they will only need intelligent policy changes.
An equally important issue in many developing countries is not that housing is too expensive, but that incomes are too low.
This is why making shelter affordable to the poor also depends upon increasing the poor’s income. Increasing both wages
and income opportunities for the working poor augments the saving potential of the same earning group. The urban poor
show a marked propensity and ability to pool part of their incomes into community funds and other forms of saving
arrangements. This triggers virtuous circles: the more capital is saved, the more is available for improving shelter
conditions, productivity, skills formation and income-earning activities.
While many developing countries now have access to market-rate housing finance, only the middle- and upper-income
households have access to such finance while the poor are largely excluded. A few countries have adopted measures to
bridge the economic gap such as reducing the cost of lending and providing direct capital grants to reduce the size of the
households’ mortgage in comparison with the dwelling cost. Others are now experimenting with microfinance and
community funds. These countries, which have adopted such practices, note that, “it’s in the best interest of governments
to extend mortgage markets down the income scale, as homeownership is beneficial economically, socially and politically.”
Most important is the management of natural resources required by the urban population, such as clean water and clean
air. Varying types of deprivation, such as health, malnutrition and a lack of clean water supply have both short- and longterm impacts upon the health status and thus, the productivity of men, women, and children. Poverty, therefore, becomes
intergenerational, as is observed in many large city slums in developing countries, such as the Dharavi slum in Mumbai,
which now houses almost 2 million people, or the slum in Mathare Valley, Nairobi.
Financing shelter is only a component of the broader goal of securing solutions that can make shelter truly sustainable and
fill the gap between the two extreme outcomes that are being witnessed today: affordable shelter that is inadequate and
adequate shelter that is unaffordable. Given the urgency and growing significance of the ‘urbanization of poverty’
challenge, it is difficult to think of other areas of development that deserve more attention and investment on the part of the
local, national and international institutions committed to reaching its goals, including the target of improving the lives of at
least 100 million slum dwellers by 2020 and of finding practical and sustainable solutions to the global fight against
poverty.
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