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Introduction 

The Revolutionary Government of Zanzibar (GOZ) and the Zanzibar Social Security Fund (ZSSF) are 
searching for strategies to realize affordable and accessible housing in Zanzibar town, whilst 
respecting its rich tangible and intangible heritage. This report is the result of this search, including 
research and a workshop organised for that purpose; it gains insights in financial models and 
development strategies for historic urban areas in which affordable housing is a priority.  

Previous cases have demonstrated that heritage can function as an incubator for socio-economic 
redevelopment. Heritage, in this sense, is no longer seen as a passive act rooted in romantic values; 
rather, it is a dynamic form of enacting change. The concept and definition of heritage has gradually 
advanced, opening up possibilities for new understandings of urban spaces, buildings and 
individuals. In addition, the role of intangible heritage has gained importance: intangible heritage is 
created, recreated and owned by its residents. Being so, in any housing strategy, it is crucial to 
maintain the current inhabitants.  

With land being a very scarce resource on the island of Zanzibar, it is important to plan for equitable 
land uses, to control urban sprawl and to develop new visions for sustainable urban and rural 
development. For urban areas this vision includes densification, provision of services and quality 
urban environment to create compact, mixed communities and uses and liveable urban areas. 

According to the recently adopted structure plan for Zanzibar Municipality and its periphery, 
Zanzibar Master Plan 2015, Ng’ambo will become the centre of Zanzibar Town. This relatively 
unexplored but historically rich ‘Other Side’ is part of the buffer zone of the Stone Town World 
Heritage Site is as old as Stone Town. Being the stage for the 1964 Revolution, of which the most 
prominent visible memory is the Karume’s social housing project at Michenzani Area. This location 
has been the platform for the case study that also includes a financial model.  

Underlying Housing Research is part of the project ‘Ng’ambo Tuitakayo’. The philosophy is to explore 
the current need to densify the Ng’ambo area by providing better accessible and affordable housing, 
services and overall urban quality, while preserving its heritage. Following the proposal of the new 
Master Plan to make Ng’ambo the city centre of ‘Zanzibar Town’, this need has gained more 
importance.  

African Architecture Matters together with the Department of Urban and Rural Planning conducted 
research from February 2015 till June 2015, which included 

1. literature study - comparing housing strategies in different countries 
2. fieldwork in Zanzibar – exploring current housing issues in Zanzibar 
3. case study / workshop in Zanzibar with potential investors and other housing experts on a 

selected site (pilot) and case study, resulting in recommendations as formulated in the 
Ng’ambo Housing Action Plan (Appendix B). 

The current development in Ng’ambo area is characterized as high-densification. It is common for 
individual owners to buy single houses and redevelop these into multi-storey buildings, 
accompanied by a change of use. Without any guidance, this individual effort may hinder the desired 
future development of a vibrant, inclusive and liveable town. To lead this process, the DoURP 
initiated this project.  

In addition, the fact that Ng’ambo area is part of the buffer zone, the protection of its heritage is 
mandatory to the State Party. The understanding and interpretation of the concept of the buffer 
zone is changing within the heritage community. The introduction of the new UNESCO 
recommendation on Historic Urban Landscape (HUL) is part of this evolution and addresses. 
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Following the principle of HUL, the Ng’ambo project will not solely be a pilot on how to apply the 
HUL Recommendation, but will also explore new interpretations of the idea of continuity and 
protection between the heritage site and its buffer zone.  

Finally, the Ng’ambo project is also a pilot on how to better manage urbanization in the Zanzibar 
Town. Like many African countries, Zanzibar islands are facing rapid urbanization under difficult 
situations. This project will offer us an opportunity on how urbanization processes in Zanzibar can be 
managed in order to provide accessible and affordable houses and a design that enhances 
sustainability and resilience, as well as to introduce vibrant and inclusive economic urban areas.  

Within these ideas the workshop discussed three types of mechanisms: a housing agency, a housing 
association and a private developer. These three financial mechanisms were analyzed to which one 
offers best solution for the Ng’ambo context.  

The main objective of the research was to explore potential instruments and tools in establishing a 
housing strategy for Ng’ambo, Zanzibar, whilst respecting - and make good usage of- the tangible 
and intangible heritage of Zanzibar. The report provides the outcome of this search.  

The report is outlined as followed: 

1. The Ng’ambo Housing Action Plan in 10 steps: this is a concrete Action Plan, following the 
Ng’ambo Housing Action Plan (appendix B). 

2. The results of the research: including an overview of the policy context of Zanzibar, current 
housing issues, spatial policies, the role of heritage in redevelopments, potential tools for 
housing in Zanzibar and the current financial issues.  

3. Case Study: a concrete finance model of the financial implications and consequences 
regarding future housing redevelopments in Ng’ambo. 
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The Ng’ambo Housing Action Plan in 10 Steps 

 
The Ng’ambo Housing Action Plan in 10 steps is a more concrete and elaborated proposal for the 

development of a housing strategy in Ng’ambo and differs from the Ng’ambo Housing Action Plan 

that was drafted directly after the workshop (see Appendix D). Further study on the process that 

needs to be followed, the required structure and mandates made some changes inevitable. The 

proposed steps should be seen as suggestions for the potential project initiators and can be adapted 

to the needs and demands of the stakeholders.  

 
1. Project initiation 

On the basis of the Housing Research and resulting Action Plan, the Government of Zanzibar intends 

to sign an agreement with one or more financial institutions with the aim to form a public private 

alliance for developing a housing strategy for Ng’ambo through concrete action and ultimately to 

establish a public private agency that secures affordable housing in and with respect to the historic 

urban setting. The agreement includes the short, medium and long term goals for the collaboration.  

This agreement underlines the common drive and commitment for a collective effort to increase the 

urban quality, the economic prosperity and densify Ng’ambo while respecting its tangible and 

intangible heritage on the basis on the UNESCO Historic Urban Landscape approach. The Action Plan 

that is part of the agreement involves the implementation of a pilot project of relevant scale for 

higher density housing, developed on the basis of community participation and recognising the fact 

that for sustaining intangible heritage, it is essential that current residents – the majority of low 

income groups - will be offered affordable housing in the project. This pilot will be used for the 

drafting of a strategy to implement housing in historic urban areas at larger scale with respect to its 

tangible and intangible heritage and to establish an agency to accomplish this.  

The agreement includes the willingness to secure an integral approach for urban regeneration, with 

the intention to improve on public services like public and green space, water and power supply, 

drainage and wastewater services etc.  

The  signatories of the agreement, the project initiators, will be represented in a steering committee 

to oversee the development of the project. 

2. Project facilitator(s) 
The project initiators appoint a project facilitator who: 

 Is a binding person between the involved stakeholders and parties; 

 Communicates well with all involved; 

 Understands the social and policy context, as well as the economic and financial aspects; 

 Is conversant fluently in English and Kiswahili; 

 Is responsible for the project management and controls the process and agenda of the 
project. 

The steering committee, as representative of the project initiators, controls the functioning of the 

facilitator and supervises the process and the realisation of the proposed goals. 

Eventually a local and an expatriate person can share the facilitator’s role.  
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3. Formation of Ng’ambo Housing Action Team 
The facilitator will, on the basis of the Ng’ambo Housing research report, speak with a number of 

stakeholders, to assess the playing field and identify potential members of the Housing Action Team. 

This includes meetings with (local and/or international) financial institutions, developers, 

contractors, governmental bodies, private sector and civil society.  

Based on the meetings, a proposal for the formation of the Ng’ambo Housing Action Team will be 

presented to the steering committee. After approval, the team will be formed. 

The Ng’ambo Housing Action Team has the mission to develop a housing strategy in a Historic Urban 

Landscape and test the strategy through a pilot project. Recommendations will be made to set up a 

public private agency that will implement the strategy and realise affordable housing in Zanzibar’s 

historic urban areas.   

The housing strategy will be developed by an in depth research for which  

 The methodology will be defined 

 Stakeholders will be identified 

 Experiences and best practices will be collected, based on previous research 

 A market survey needs to be set up 

Additional experts may need to be consulted in order to strengthen the research basis.  

The Ng’ambo Housing Action Team will mark and select specific project locations for the pilot 

project and make proposals for the pilot project to the steering committee, based on feasible 

business models connecting demand and supply.   

The representation of the community is depending on the pilot project area. It is foreseen that the 

pilot project will be focussed on the area between the Michenzani flats touching both Kisiwandui 

and Kisimamajongoo. 

All residents and house owners of the project area will formally be invited for a meeting, presenting 

the goals, structure and planning of the project. The community will be asked to appoint a 

representative / spokesman to also become member of the Ng’ambo Housing Action Team.  

4. Outline pilot project 
The Ng’ambo Housing Action Team formulates the Terms of Reference on the basis of the market 

survey and proposed urban design (following the local area plan), including among others: 

 Amount and size of apartments 

 Requirements on space, access, inside / outside, climate 

 Required services (public and project) 

 Community engagement methods 

 Investment model 

On the basis of the urban design, an investment model will be developed that includes a healthy 

balance between affordable, middle income and high-end housing (derived from market research) 

and commercial space. This also includes decisions on rental, mortgage or other consumer housing 

bases.  
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Also, the required investment in public services and space will be elaborated. 

The Terms of Reference need to be approved by the Steering Committee.  

The Terms of Reference and investment models form the basis for an agreement with one or more 

financing institutes. This may be one or more of the involved project initiators or a third party. They 

will form a project developing company.  

5. Design pilot project 
The project developer selects a consultancy team including a project manager, an architect, a 

Quantity Surveyor and Structural Engineer in a specific selection procedure (eventually depending 

upon agreements with the financing institutes). The Ng’ambo Housing Action Team will be consulted 

for the selection. Also the Ng’ambo Housing Action Team is consulted during the design process and 

will organise the community participation.  

The Final Design need to be approved by the Ng’ambo Housing Action Team and will be presented to 

the community.  

6. Agreements with residents and house owners 
The investment model forms the basis of agreements with residents and house owners on eviction, 

relocation and returning back to the new developments. The consultancy team will monitor budget 

consequences, steered by the Ng’ambo Housing Action Team. 

7. Tender stage 
Building works will be tendered (unless other selection processes formed the basis of the project 

collaboration). With the selected contractor, the execution will be prepared and the community 

informed. The building team (consultants and contractor) takes measures for eviction, eventual 

alternative temporal housing and demolition.  

8. Project execution 
Eventual temporal housing needs to be prepared. The building works will be executed and 

completed, eventually in phases if the project requires that. The consultancy team will guide the 

process under supervision of the project developer.   

The works need to be aligned with eventual execution plans on public services as mentioned above.  

9. Project completion 
Once the project is completed, the residents move into their apartments.   

10. Project evaluation and preparing for up-scaling 
Based on the project experiences, the Ng’ambo Housing Action Team will make recommendations 

for up scaling to larger projects through setting up a public private agency specialised in developing 

affordable housing in and with respect for historic urban areas, involving the local communities in 

the realisation of it. The investment models produced under step 3 and 4 form the basis of the 

agency. 

The Action Team will identify one or more additional financiers for further development . It may be 

advisable, to stimulate replication of the approach, to create a one-stop-centre for all government 

requirements for housing projects.   
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Policy Context 

The National Spatial Development Strategy (NSDS) and the  structure plan for Zanzibar Metropolis 

(Zanzibar Master Plan 2015) together with the Planning Policy Guidelines for Historic Urban Areas 

that are being developed, identified densification of Zanzibar Town as a strategic tool against further 

urban sprawl. Culture is identified as both enabler and driver to develop Zanzibar town into a 

liveable, vibrant and inclusive city.  

Part of Ng’ambo forms the buffer zone to the Zanzibar Stone Town World Heritage Site and is 

earmarked as pilot area for the implementation of UNESCO Historic Urban Landscape (HUL) 

principles that advocate the integration of the goals of urban heritage conservation together with 

social and economic goals into urban development (UNESCO, 2012).  

The NSDS aims to enable the transformation to achieve sustainable development that supports 

efficient and integrated use of land whilst promoting the cultural and natural values (DoURP, 2014).  

The National Land Use Plan is a tool to achieve good planning and strategic allocation of land for 

sustainable development and aims to create a high quality living environment by sustaining growth, 

increasing investment and protecting the natural and cultural environment. Another objective is ‘to 

promote and conserve all tangible and intangible heritage’ and to make Zanzibar a cultural centre ‘to 

boost the service economy, enhancing the creativity and solidify the social cohesion’ (DoURP 2013).   

The overall Vision 2020’s objective is to eradicate absolute poverty in Zanzibar. It is not merely the 

lack of income that determines poverty; it is also the lack of accessibility of basic needs. Accessibility 

of shelter/housing is one of those basic needs, when improved it contributes to reduce the poverty 

(Zanzibar Development Vision, 2000).  

The above planning policy documents outline principles on respecting cultural heritage as important 

driver of a sustainable development of Zanzibar and promote affordable housing, mixed-use, mixed-

density development, prioritisation of non-motorised transport and enhanced use of renewable 

energy. This report adheres and builds on those planning policy documents .  

Currently, the DoURP in cooperation with the Municipality of Amsterdam and African Architecture 

Matters are working on planning policy guidelines for historic urban areas and the production of a 

comprehensive local development plan. In addition, the involved parties are working on developing 

a design for public space in Ng´ambo. These designs and plans have not yet been realized at the time 

of conducting this research. As such, the products of underlying research – a financial model and the 

recommendations – are based on estimations and assumptions.  
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1. Problem Analysis 

The urbanization of Zanzibar is at full speed now. The current practice of uncoordinated private 

driven development leads to a pressure on the infrastructure and to a situation in which tangible 

and intangible heritage of Zanzibar are likely to be neglected. At the same time, the heritage is the 

heart of Zanzibar and therefore should be used as a socio-economic driver for redevelopment. This 

chapter elaborates on the current problems and the difficulties regarding redevelopment. In the 

second paragraph the link is made with mainland Tanzania and in particular Kariakoo, which can be 

seen as the possible future of Zanzibar.  

1.1 Context in Zanzibar 

Urban Sprawl 

Zanzibar is among the most densely populated countries in Africa with 530 persons per square 

kilometre. Aerial photos show that from 2004 to 2012 the built area of Zanzibar Town has more than 

doubled, from 2.700 to 5.950 hectares. One of the causes for this urban sprawl is the rapid increase 

in single storey residential development. Lack of mechanisms to support affordable housing to the 

less affluent part of the population has 

resulted in the development of unplanned, 

informal areas around all town areas and 

especially in Zanzibar Town. In most cases 

this has caused a lack of basic services and 

amenities. By 2035 57% of the national 

population lives in urban areas. A huge 

amount of nearly 8.000 houses will need 

to be constructed every year to meet the 

demand (table 1.1). Next to less efficiency 

in terms of public transport and the use of 

land, urban sprawl threatens the rich and 

fragile ecosystem and biodiversity on the 

island (DoURP, 2014). Densification of the current stock is a way to avoid further sprawl. However, 

to this day, Zanzibar has failed to do large-scale investments in urban redevelopment.  

Region Population 

Census 2012 

Population 

Forecast 

2035 

Population 

Growth 

2012-2035 

Additional 

Households/ 

Dwellings 

Additional Land 

Required (ha) 

Zanzibar Town 593.678 1.250.000 656.000 136.700 8.200 

Rest of Unguja 303.043 485.000 182.000 37.900 2.275 

Pemba 406.848 440.000 33.150 6.900 415 

Total 1.303.569 2.175.000 871.000 181.500 10.900 

Table 1.1. – Population Growth by Region 2012-2035 (DoURP, 2014)  
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Availability of Land 

Although the availability of land is not a necessary requirement to redevelop, project developers in 

Zanzibar do perceive this as an obstacle for developing. There is indeed a high level of densification 

in Zanzibar Town of what is built on ground level. In addition, there is a strict policy for obtaining a 

permit for vacant sites in rural areas, making it rather difficult to obtain vacant land. However, 

project developers who are willing to do large investments regarding urban area development can 

be favored in granting permits on vacant sites on specific locations.  

Access to Finance 

There is limited access to finance in Tanzania, due to perceived high risks and resulting hesitation to 

invest in the housing sector from bankers and other investors. The main reason for this is the high 

inflation rate in the past. Inflation can be devastating on the long run, eroding the value of a 

portfolio year after year. It reduces the purchasing power, causes volatility due to disruptions of the 

stock and bond markets and devaluates the income on interest-bearing securities.  

Many Stakeholders 

The property ownership situation is one of the main problems in redeveloping Ng’ambo. There are 

many variations of property ownership, which makes it difficult to acquire combined plots; a 

necessity in making an investment feasible. In terms of controlling the process it is much easier to 

build on a vacant plot than to redevelop a neighbourhood; the more complex the ownership 

situation of a neighbourhood is, the less keen a project developer will be to redevelop. 

Most of the buildings in Ng’ambo are privately owned. A majority of those buildings has several 

shareholders, each with his or her own interest. For example, given the fact that Zanzibar has a child 

average of 5.5, the inheritance of a house might lead to five different house-owners. So, if a project 

developer has a plan that includes twenty plots, he might have to deal with hundred shareholders. 

Another problem: residents can rent apartments from landlords who live outside of Ng’ambo. This 

landlord will ask for compensation related to ownership and the loss of tenancy income. Preserving 

the intangible heritage in such cases is less controllable, because current tenants may need to find 

temporary housing without receiving compensation for this.  

 

Concluding, for the different types of property ownership a different compensation solution may be 

required which can lead to complex situations. 
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Figure 1.1. – Many stakeholders with their own interest.  

Distrust 

The distrust between the government, the private sector and the community  – as a result of 

corruption, conflict of interest and fraud – hampers redevelopment. The distrust towards 

redevelopment in Ng’ambo in particular, is caused by the construction of the Michenzani blocks in 

1970s. The former residents, who had to cede their home, were promised to receive a five-or-six 

bedroom apartment in return. Instead they received a two-or-three bedroom apartment. In 

addition, some people were not even compensated for the loss of their home. Although this 

happened more than forty years ago, this is still a major concern for the current residents of 

Ng’ambo. Restoring trust is a major task, but necessary for future processes. 

 

Gentrification 

One of the threats of redeveloping Ng’ambo is gentrification. Gentrification is the result of 

increasing real estate prices due to urban redevelopment efforts, which leads to a process where 

classes with a higher income displace the current occupiers. Consequently the target beneficiaries 

often do not benefit from those efforts that lessen the impact of its purpose (Davidson & Lees, 

2005).  

Gentrification in Ng’ambo is problematic in terms of the loss of tangible and intangible heritage 

values: it is the people of Ng’ambo who are the bearers and owners of their intangible heritage, and 

thus keeping them in Ng’ambo will –almost automatically- preserve their heritage. 

When gentrification arises, positive and negative impacts should be inventoried. Positive impacts 

need to be stimulated and the negative impacts minimized or even turned into positive impacts. 

Table 1.2. gives a summary of the positive and negative impacts of gentrification (Atkinson & Bridge, 

2005).  
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Positive Negative 

Stabilization of declining areas Community resentment and conflict  

Increased property values Displacement through rent/price increase 

Reduced vacancy rates Homelessness 

Under-occupancy and population loss to gentrified 

areas 

Encouragement and increased viability of further 

development 

Loss of affordable housing 

Reduction of suburban sprawl Displacement and housing demand pressures on 

surrounding poor areas  

Increase social mix Commercial/Industrial Displacement 

Secondary psychological costs of displacement 

Loss of social diversity 

Rehabilitation of property both with and without 

state sponsorship 

Unsustainable speculative property price increases 

Increased cost and changes to local services 

Table 1.2. – Summary of neighbourhood impacts of gentrification (Atkinson & Bridge, 2005).  

Maintenance 

Maintaining the building is the most important aspect of retaining the value of a property. However, 

this is not been prioritized by the stakeholders in Zanzibar and maintenance models are not included 

in the financial models of investors. Buildings are often sold, which has left its maintenance to the 

mercy of the community. The most recent Michenzani block is built in 2008 and the obsolescence of 

this building is already visible (figure 1.2.). Even the buildings with a high historical-cultural value 

seem difficult to maintain. For example, the House of Wonders – one of the icons on the island – is 

in need of major maintenance work (figure 1.3.).  

 

 

 

 

 

 

 

 

 

 

 

Figure 1.2. and 1.3. – The most recent Michenzani Block and the partial breakdown of The House of Wonders 

(2012). 
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1.2 Context in a wider perspective 

Tanzania is one of the fastest growing economies on the African continent, where at least 30 percent 

of its 45 million people live in urban areas. With an annual increase of 6 percent, by the year of 2030 

the majority of people will live in urban areas (World Bank, 2015a). The government expects an 

economic growth of 7 percent (Centre for Affordable Housing in Africa, 2014).  

Densification 

Densification and an increasing amount of building activities are a result of economic growth and in 

turn it contributes to economic growth. However, it seems to be a hard task to manage these 

building activities in such a way that the city as a whole functions better. Lack of planning and lack of 

having and monitoring regulations lead to chaotic situations. This is particularly the case in Kariakoo, 

a neighbourhood of Dar es Salaam, Tanzania, that seems to be the victim of its own success (figures 

1.4 and 1.5).  

 

 

 

 

 

 

 

 

 

Figure 1.4. and 1.5– Photo taken of Kariakoo, Dar es Salaam in 1975 (left) and in 2015 (right) on the same spot. 

Densification increases the pressure on the infrastructure. The more people live in an area, the more 

facilities are necessary to cope with those people. Kariakoo is characterized by uncoordinated 

private development due to greed and hubris, inextricably linked to recklessness. The infrastructure 

was not designed for the displayed growth and not integrated in the growth and development that 

took place over the years.  The main issues of urban redevelopment in Kariakoo are: 

 Water management; in many cases water is only available up to the second floor 

 Sewage system; the thickness of the sewage pipes are insufficient for buildings with ten to 

twenty storeys 

 Waste management; no proper waste management system 

 Long queues and traffic jams; the mobility by car is very poor 

 Drainage; there are major puddles during the rain season which consequently lead to a high 

risk of spread diseases  

 Lack of public space; buildings are using the maximum plot size resulting in a lack of public 

space, which decreases the attractiveness of a neighbourhood 

 Building safety; lack of control and neglecting building regulations can lead to building 

collapse as for instance happened in 2013 resulting in 36 casualties. 

   

 

 



15 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1.6-9.– Clockwise - Waste problem (Ng’ambo), traffic jam (Kariakoo), Lack of Public Space (Kariakoo), 

Building Collapse (Kariakoo). 

Low Priority in Urban Heritage Conservation in Mainland Tanzania 

Urban Heritage conservation is not prioritized in the development programme of Tanzania when 

compared to other endeavors such as defense and health. Government departments need to cope 

with resource scarcity, understaffed teams and quite regularly with inexperienced teams. Moreover, 

there is no legal framework regarding heritage protection that secures redevelopment impact 

assessments.  

Perhaps the biggest problem that blocks proper redevelopment impact studies in Africa is that there 

are no quality-control measures. The standard practice is that consultants submit reports to 

antiquities bodies for evaluation and authorization. Often the antiquities bodies are understaffed 

and projects are given the go ahead without full consideration of the consequences for its heritage. 

In a world where the rights of host communities are increasingly becoming more recognized, local 

communities are still not widely involved in heritage conservation endeavors. This involvement is 

crucial, because there are many more stakeholders in heritage beyond the practitioners, 

governments, researchers and developers. Most legal instruments on heritage conservation have no 

role for these communities, which make them spectators in the study rather than protectors of their 

own heritage. Without credible inventories, heritage conservation remains a big challenge 

(Chirikure, 203).  

On the other hand it must be recognised that, the Government of Zanzibar included preservation of 

heritage firmly in their policy documents. Although this is not well developed yet, the stakeholders 

in Zanzibar are more aware of the importance of heritage in comparison to mainland Tanzania.  
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Chapter 3 elaborates on the positive economic influence of heritage sites.  

Concluding, there are many concerns regarding redevelopment in Zanzibar: the limited access to 

finance, the many stakeholders of a dwelling, the distrust between public and private parties, the 

low priority of maintenance, and the poor infrastructure are all obstacles in urban redevelopment. 

Addressing these concerns will help to implement measures to prevent future obstacles. Neglecting 

these problems will result in following the pattern of Kariakoo’s development, which would be 

disastrous and not according to the sustainable goals of Zanzibar.   

Main questions  

During the research and the workshop, the following questions formed the basis of this report and 

are incorporated in this report. Feasibility, heritage and process can be considered as the main 

topics to realize redevelopment (figure 1.10.). 

• How can housing strategies be 

implemented into Ng’ambo while 

preserving the tangible and intangible 

heritage is the basis? 

•  How can the infrastructure be (financially) 

integrated in redeveloping Zanzibar City? 

•  How can the local community be 

compensated in such a way that every 

stakeholder is comfortable with it? 

•  What are the constraints regarding the 

process of redevelopment projects in 

Zanzibar? 

Figure 1.10. – Main topics in the housing research  
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2. Research Design  

The issue of the role of heritage in urban regeneration has always been a main concern for the 

Department of Urban and Rural Planning (DoURP). Previous research demonstrates that the current 

residents are the active creators of the intangible heritage of Zanzibar. It also showed that tangible 

heritage can be an important driver for socio-economic redevelopment. The financial implications 

and consequences of preserving tangible and intangible heritage in developing countries are quite 

an unknown field of research.  

The bigger picture 

This housing report is part of a larger project (figure 2.1). Next to this housing research, African 

Architecture Matters has been involved in the establishment of Hifadhi Zanzibar, a company after 

example of Stadherstel Amsterdam. AAmatters also contributed to the refinement of the current 

planning policy guidelines  of historic urban areas as well as a comprehensive local development 

plan for the area of Ng’ambo and will produce a design for public space in Ng’ambo in the future, all 

in close collaboration with the DoURP. These projects are running parallel to each other and will 

generate feedback for each other’s objectives. For more detailed information see Appendix A. 

All these initiatives are based on the ‘Historic Urban Landscape principles’, which have been 

launched by UNESCO in 2011 and start from the assumption that the (in)tangible heritage of 

Zanzibar’s urban area is the basis of its redevelopment. Not only the HUL-principles, but also several 

other documents are used, which are mentioned in the policy context.  

 

 

 

 

 

 

 

 

 

 

Figure 2.1. – Housing as component of a larger project. 

Housing 

This report is the result of an explorative research to possible housing strategies in Zanzibar, giving 

direction to possible future development. This means that the report and subsequently the financial 

model are not a comprehensive product and cannot be used alone to make a final decision on the 

future of housing development in Zanzibar. Nevertheless, it does contribute to an understanding of 
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housing within the urban historic context of Zanzibar. It includes the financial background of 

Tanzania and Zanzibar, three different housing strategies that can be implemented in Ng’ambo and a 

case study analysis to see whether the financial implications are feasible in Ng’ambo. This has 

resulted in the Ng’ambo Housing Action Plan, which is a recommendation to the Government , 

financial institutions, private parties and the community on how to redevelop Ng’ambo while 

preserving the (in)tangible heritage of the area (figure 2.2).   

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.2. – Research Design of the housing project. 

Main objective 

The main objective and target is to convince the public at large, and decision makers in particular, 

that tangible and intangible heritage, as part of urbanization, should be seen as an important tool for 

socio-economic (re)development rather than as a liability.  

Activities and Products: 

 Literature research focusing on the aspects mentioned in figure 2.2.  

 During a workshop from 9-11 April 2015, a group of international experts compared several 

housing strategies with a specific focus on financing, which could be implemented in 

Ng’ambo. The workshop concluded with a public event in Ng’ambo, where the community 

was briefed by the director of Urban and Rural Planning, and had the opportunity to 

exchange ideas (Appendix B). 

 A pilot area was selected and used as a case study, resulting in a fictional financial model 

(Appendix D). 

 The abovementioned activities and products resulted in the Ng’ambo Housing Action Plan, 

which includes recommendations for further action to redevelop Ng’ambo (Appendix A). 



19 
 

3. Economic Influence of Heritage Sites 
 

Despite being priceless, African heritage is often ranked 

very low in terms of government priority scales. African 

heritage sites are increasingly threatened by various 

form of economic development. However, heritage is a 

public good, essential for national identity, cohesion, job 

creation, education, and cultural and religious values 

(Chirikure, 2013). Consequently, loss of heritage will lead 

to less quality of urban living. In fact, heritage can be 

used as incubator for socio-economic redevelopment. 

Consequently, loss of heritage will lead to less quality of 

urban living. In addition, heritage is no longer regarded 

as just a passive act rooted in romantic values; rather, it 

is a dynamic form of enacting change. Heritage can be 

used as incubator for socio-economic redevelopment 

and can open up possibilities for new understandings of 

urban spaces, buildings and communities.  

   Figure 3.1. – The Darajani Market 

Hedonic price analyses in Western Europe show that heritage sites lead - next to an improvement of 

social and cultural values – to an increase of the rent-level. Therefore heritage assets can have a 

positive influence on the feasibility of a redevelopment (DROWO, 2011; English Heritage, 2013; 

Platform 31, 2013).  For example, Deodhar (2004) estimates the differential between heritage-listed 

and unlisted houses in the Ku-ring-gai district located on Sydney’s upper north shore. After 

controlling for other property attributes, heritage-listed houses appeared to generate a premium of 

12 percent on average (Deodhar 2004). 

It is unsure whether the appreciation of heritage in Africa is 

comparable with Western countries and thus, whether 

heritage conservation will have the same financial impact. A 

hedonic price analysis should be executed to clarify this.  

 

Since Africa is dealing with problems such as unemployment, 

rapid urbanization, lack of infrastructure and shortage of 

basic services, it is not remarkable that heritage often is of 

lower priority. Although Zanzibar should decide how to treat 

its own heritage, it is important to advocate the role that 

heritage can play as an incubator for socio-economic 

(re)development. The National Spatial Development Strategy 

earmarks heritage as important aspect in the urban context 

(DoURP, 2015). For the specific allocation further research is 

required.  

Figure 3.2. – Conserving Stone Town 
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4. Tools for Housing Strategies in Zanzibar 

Within this study three housing strategies are identified for Ng’ambo; A housing corporation, a 

housing association and the private development sector are described below. All three are 

considered as possible strategies in the future housing development of Ng’ambo.  

Potential tools in a housing strategy 

A housing corporation is a governmental or parastatal agency investing in housing developments, 

such as the National Housing Corporation or the Zanzibar Social and Security Fund. These 

corporations manage government-owned housing complexes. Current housing development 

projects initiated by the Zanzibar Government are short-term profit-driven investments and serve 

the more affluent part of the population. A housing corporation will be established in Zanzibar in the 

near future, after example of the National Housing Corporation in mainland Tanzania. 

A housing association is a private or public, not-for-profit organisation that provides affordable 

housing, investing particularly in new rentable housing and equity sharing schemes, which are 

accessible to the less-affluent part of the population. Housing associations are able to make long 

term investments whilst applying low internal rates of return. Currently, a housing association does 

not exist in Zanzibar.  

Private developers are the main drivers of growth in the housing market. However, since land is 

owned by the government, available development opportunities are relatively scarce. Land is hardly 

available on the market, leading to a high level of speculation. Private developers in Zanzibar apply 

high internal rates of return and a short forecast period, which disfavours the construction of 

affordable housing. Moreover, in general project developers in sub-Saharan Africa prefer to sell in 

order to have a quick return so they are able to reinvest and to minimize risk.  

SWOT 

A SWOT-analysis addresses several issues regarding the different housing strategies (table 4.1). It is 

not said that the future redevelopment will consist of one specific housing strategy only. The urban 

area renewal can be divided in multiple parts where every stakeholder has its own responsibility. It 

is also thinkable that a consortium will be created for a collective approach. A serious threat, which 

was also mentioned during the public event, is the risk of unfair competition between public and 

private parties. If a housing corporation or association can get loans, guarantees and bonds for a 

lower interest, there is a risk that private developers cannot compete with this. To avoid this, private 

developers may be granted the first right to submit a plan, which should meet predefined socio-

responsible conditions. Eventually, if private parties fail to submit a suitable plan, public housing 

corporations or associations ultimately will have the opportunity to participate in the project.  

Urban redevelopment asks for secure long term investments and rental housing. Therefore, a 

cultural shift is needed within companies and organizations that aim for quick return on investment 

and are short-term profit-driven. The inclusion of heritage should be seen as an important driver for 

socio-economic impulses, which is beneficial for the overall project. Social inclusion and 

communication with the community is highly important to make a project successful. Without 

having a good relation with the community it will result in delays, unwanted outcomes and in 

particular a loss of the (in)tangible heritage. Social inclusion is both an outcome and a process of 

improving the terms on which people take part in society.  
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5. Financial Context 

Market Dynamics 

Tanzania’s economy is growing; the projected economic growth in 2015 is around 7% (World Bank, 

2015). Zanzibar’s economy is growing as well. In addition, the island is moving towards a more urban 

way of life and an economy based on tourism, trade and light industry, while retaining agriculture 

and fishery. Optimizing and exploiting sites, land and resources whilst making more efficient use of 

the existing infrastructure by creating, developing and regenerating compact communities with 

highly liveable environments is the secret of success for island states like Zanzibar (DoURP, 2014). 

Across the African continent, the population growth continues and the urbanization will strongly 

increase the coming years (Figure 5.1).  

 

 

 

 

 

 

 

 

 

 

Figure 5.1. and 5.2.– ‘African population Growth’ and ’income and year of shift to urban majority’. Latin 

America (LAC), Middle East North America (MENA)  East Asia Pacific(EAP), Sub Saharian Africa, Tanzania (TZ). 

(World Bank, 2015a).  

For several decades the global trend is urbanization. Tanzania is expected to reach 50% of 

urbanization in 2030. On other continents, the gross domestic product reached the 50% mark of 

urbanization on a much wealthier level than Sub Saharan Africa or Tanzania is expected to. Thus, 

Tanzania is growing fast, with less money in comparison to other continents (figure 5.2.). 

Urbanization is associated with poverty reduction in Tanzania. However, infrastructure has not kept 

pace with urban growth.  Moreover, the majority of households in Tanzania are living in informal 

settlements. Future efforts on housing need to focus increasingly on the provision of basic services 

to low-income communities. Although a parastatal agency, such as the National Housing 

Corporation in Tanzania, is supposed to provide housing for the less-affluent part of the population, 

they are mainly building houses for the top 5 per cent of the market (figure 5.3).  
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Figure 5.3. – Nation Housing Corporation is building for the affluent part of Tanzania (Owens, 2012).  

Access to finance   

Given the high level of concern about access to finance, it is not surprising that the financial sector is 

not very developed in Zanzibar. According to the Zanzibar Growth Strategy (2006-2015), financial 

intermediation accounted for only 2 percent of GDP in 2005 (GOZ, 2007). The People's Bank of 

Zanzibar (PBZ) dominates the banking sector in Zanzibar. The other banks operating in Zanzibar are 

branches of main banks located in Dar es Salaam. During the housing workshop on 9-11 April 2015, it 

was mentioned that ‘the banks are not willing to invest and that they are sitting on cash’. 

Access to credit is not easy because of a lack of adequate collateral by applicants, costly registration 

of documents and limited ability of clients to make feasible projects and business plans. The above 

elements are basic requirements for processing a commercial loan. Most of the loans given are 

personal loans linked to salaries (GOZ, 2007). On the other hand, regarding housing, only 11% are 

mortgage and micro loans (Figure 5.4.)(Finmark Trust, 2010). Another factor that might affect 

investment is political uncertainty and instability. Previous studies have shown that private 

investment is lower in countries that are less politically stable (Stasavage, 2002). 

 

 

 

 

 

 

 

Figure 5.4. – Access to Finance (Finmark Trust, 2010). 
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Investment Climate  

The investment climate in Zanzibar is different to the mainland. The main urban centre, Dar es 

Salaam, is characterized by major urban developments, building activity and densification. On the 

contrary, developments on the island are going at a slower pace.  Like other small island economies, 

limited diversification and a small domestic market make Zanzibar vulnerable in terms of trade and 

other shocks. Although there is the general perception that the investment climate in Zanzibar is far 

behind mainland Tanzania, enterprises in Zanzibar are less concerned with tax rates, administration 

and macroeconomic instability than enterprises in mainland Tanzania. Nevertheless, the access to 

finance is far less favourable in Zanzibar, which is halting urban development (figure 5.5). Therefore, 

Zanzibar needs to find ways to increase the availability of finance. 

 

Figure 5.5 – Perceptions about obstacles to enterprise operations and growth (World Bank, 2007) 
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KEY FIGURES  

Main Urban Centers Dodoma (capital), Dar es 

Salaam, Arusha 

Exchange Rate (April 2015): 1 US$  

Inflation 2012 | 2013 | 2014 | 2015 (estimate) 

2084.70 Tanzanian Shilling 

16.0 | 7.8 | 5.7 | 4.5 

Population | Population growth rate (2013) 

Urban Population (% of total) | Urbanisation rate (% in 2013) 

49,253,126 |3.03 

30.20 | 5.39 

GDP per capita (current US$) | GDP growth rate (annual %) 

GNI per capita, Atlas method (current US$) 

Population below national poverty line 

Unemployment rate (%) 

Gini co-efficient 

HDI (Global Ranking) | HDI (Country Index Score 

694.77 | 6.96 

630.00 

28.2 

3.50 

37.58 

159 | 0.488 

Lending Interest Rate 

Credit % of GDP 

Average Mortgage % of GDP 

Price to Rent Ratio City Center | Outside City Center 

Gross Rental Yield City Center | Outside of City Center 

Outstanding loan to purchase a home, older adults (% age 25+) 

Outstanding loan for home construction, older adults (% age 25+) 

15.82 

17.21 

0.36% (2014) 

1.49 | 4.89 

67.33% | 20.47% 

5.42 

9.44 

Cost of standard 50kg bag of cement  

Price of the cheapest, newly built house by a formal developer or 

contractor 

Size of the abovementioned house (m²) 

Minimum stand or plot size for residential property (m²) 

$8.90 

$ 27,910.20 

 

60 

400 

Easy of Doing Business Rank 

Number of Procedures to Register Property 

Time (days) to Register Property 

Cost (% of property value) to Register Property 

145 

8 

68 

4.5 

Table 5.1. – Key Figures Tanzania (Centre for Affordable Housing Finance Africa, 2014). 
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Financial instruments  

There are several governmental instruments to stimulate urban development with the inclusion of 

affordable and accessible housing. These financial instruments can be used to improve the financial 

feasibility of the redevelopment of Ng’ambo. Since these are opportunities to finance the 

developments, none of these financial instruments are actually included in the financial model.  This 

research has focused on the following instruments: 

 Guarantee Fund 

 Subsidies 

 Mortgage System 

 Equity Sharing  

 Micro Finance 

 Land Value Capture 

 Revolving Fund 

 
Guarantee Fund 
A general consensus has emerged that small and medium enterprises can contribute substantially in 

reducing poverty. In order to make use of their potential, the access to finance needs to be 

improved. This can be achieved by for example a guarantee fund. With a capital guarantee fund, any 

losses experienced by the underlying investments are absorbed by the fund company, which tends 

to invest the majority of fund capital in very conservative securities to help minimize the likelihood 

of losses, a move that also limits return. On the African continent there is already the African 

Guarantee Fund, which is a public-private partnership, with other donors, development finance 

institutions and private investors to provide additional capital and scale up its operations. Small and 

medium enterprises are the best candidates to achieve inclusive growth in Africa as they contribute 

significantly to income generation and job creation. 

The government of the United Kingdom supports the building of new homes for the private renting 

sector by having a private renting sector housing guarantee scheme. This offers housing providers a 

government guarantee on debt they take to invest in new privately rented homes. This will help 

financing their borrowing costs, meanwhile increasing the numbers of homes they can afford to 

provide. This debt guarantee is designed specifically to attract investment into the private renting 

sector from fixed-income investors who want a stable, long-term return on investment without 

exposure to residential property risk (Department for Communities and Local Government, 2015). It 

would be worthwhile if Zanzibar would consider such a guarantee scheme as a governmental tool to 

stimulate private rental housing. On the other hand, the threat of such a guarantee scheme is that it 

can cause unfair competition. This may lead to further distrust of the private sector towards the 

government. Therefore, certain measures need to be taken to remove the distortions of 

competition. For example, market parties should always have the first opportunity to develop. When 

they are not willing or not able to develop, public parties are allowed to apply. 

Subsidies 

Successive governments have accepted that some form of subsidy for housing is necessary to ensure 

low-income households can afford adequate housing. Past attempts to leave households entirely at 

the mercy of the market led to a proliferation of slum housing and unscrupulous private landlords 

(Shelter, 2012).  Subsidies can operate on both the supply and the demand sides of the market; they 
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can either reduce the user cost or increase the ability to pay. The user cost can be reduced through 

the utilization of the state’s resources. So, for example, the land can be provided free or at reduced 

cost, or the finance can be provided at a rate of interest that is below the market. Moreover, the 

state can provide cash payments to developers to offset the costs of production, or reduce tax rates 

payable on construction materials. These supply-side subsidies are sometimes referred to as ‘bricks 

and mortar subsidies’. This subsidy system has been applied in many Western-Europe countries, to 

construct, acquire, rehabilitate and demolish social rented housing as well as to provide subsidy for 

renovating private dwellings (Doling, 1997; Cour des Comptes, 2011).   

The shortage of affordable housing and subsequent rationing has also been criticized for 

contributing to the stigmatization of social tenants and perverse incentives to access the tenure. 

One of the consequences of providing supply-side subsidies is that social landlords are able to offer 

tenancies at rents below both what would have been market levels and the real costs of production. 

In general, governments offer subsidies to landlords with corresponding restriction on the rents they 

are allowed to charge (Doling, 1997).   

Since there are no subsidies promised, they are not included in the financial model. However, the 

use of subsidies will improve the feasibility of the project and can be an important measure to steer 

financial and social goals. Subsidies are given often in Zanzibar, for example by the World Bank. It is 

likely that subsidies will contribute to the urban redevelopment of Ng’ambo. 

Mortgage System 

The construction of a house is one of the biggest investments for the majority of the population 

during one’s life, but it is too capital intensive for an individual to finance it through normal savings. 

A mortgage system could bridge that gap. However, there is a lack of formal mortgage housing 

finance facilities in Tanzania and this has made house construction a difficult process for many 

households, especially for those who have a low income.  

As mentioned before, the mortgage system has a small piece of the pie regarding housing finance in 

Zanzibar. The finance sector is partly to blame, which has not yet been able to find a substantial 

group of people who can take a mortgage. It is especially hard for the people with a low income. 

Another important cause of limited mortgage use is the fact that the majority of a person’s income 

comes from the informal sector. Consequently, the relatively low formal income - which is used as a 

guarantee for the mortgage - is much lower than the actual income. Further research is required to 

seek for possibilities to increase the amount of mortgages. There is no mortgage facility included in 

the financial model since there is no housing for sale included in the case study.  

 
Equity Sharing 
Equity sharing allows a person to purchase a share in their home even if they cannot afford a 

mortgage on the total of the current value. Shared equity schemes give the buyer a loan that acts as 

part of the deposit on a property. It is still necessary to take out a mortgage on the remainder of the 

property price, but because the loan counts towards the deposit, it allows a buyer to take out a 

mortgage where she/he might otherwise struggle. The remaining equity share may be held by the 

contractor, by a private investor or by a landlord such as a housing association. In some models the 

residents pays rent on the share and the landlord has to take care for the maintenance of this share. 

The buyer should always have the possibility to buy the remaining part in a later stage to the market 

value. When the property is getting sold, there will be a loss/profit sharing between the two owners 
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of a dwelling. Such an instrument can be applied in particular for middle-income housing 

(Municipality of Amsterdam, 2009). Within the case study, there is no housing for sale included in 

the financial model, which means that equity sharing is not applicable. Nevertheless, private 

developers are keen to sell a certain percentage of their housing stock to cover the investment and 

get quick return of their money. When they do so, a shared equity scheme can be considered.  

Microfinance 

Where most of the finance measurements are suited for the middle-income group, housing 

microfinance presents a viable alternative for poor households. There are many microfinance 

institutions in Africa. Although there are geographical differences, the prototypical housing 

microfinance loan normally consists of a small, short-term credit (US$ 500-2000) for a homeowner 

over a period of 2-5 years, for expansion or remodelling their house. Microfinance institutions also 

offer somewhat larger loans (US$3000-7000) over a longer period of time (5-15 years) for a family to 

construct a new house, often on land that they already own (Smets, 2012). However, this is more 

suitable to rural areas than urban areas and consequently less applicable to Ng’ambo.  

Microfinance may consist of relationship-based banking in which individuals apply for loans, or a 

group-based model, when several entrepreneurs apply for loans together. This has the advantage 

that a banking-employee spends less time per transaction, which keeps the costs controllable. In 

addition, the reliability and trustworthiness among the group members is higher; it was their own 

choice to work together and they know each other personally. Moreover, it increases the social 

pressure to pay off a loan. When a group member does not pay off his loan, the other group 

members will be financially disadvantaged. Group liability may improve repayment rates but it also 

raises the possibility that ‘bad clients’ will take advantage of ‘good clients’ in their liability group 

(Kodongo & Kendi, 2013). 

It is stated that women tend to make their payments more reliably than man. Previous research also 

indicates that the repayment of these credits are financed by contracting another credit elsewhere. 

Microfinance Institutions should avoid this by monitoring what the purpose of the credit is.  

An advantage of microfinance is, that is can be used for renovating or expanding a house by the 

current residents. This is a good way to preserve both the tangible as the intangible heritage of a 

neighbourhood. On the other hand, it might jeopardize big-scale (re)developments. Ideally, this 

preservation of heritage and densification goes hand in hand with each other. 

Land Value Capture  

The inclusion of infrastructure is very important in creating a sustainable and liveable city. Despite 

high costs of providing infrastructure, there are some methods to finance this. Land Value Capture 

(LVC) is defined as a ‘public financing method’ by which governments trigger an increase in land 

values via regulatory decisions. LVC proceeds to finance infrastructure investments, urban 

densification and implement public policies to promote equity, such as the provision of affordable 

housing. There are two main categories of LVC: 

 Development-based LVC; this can be facilitated through direct transaction of properties 

whose values have increased due to public decisions or infrastructure investment. 

 Tax- or fee-based LVC; this can be facilitated through indirect methods to extract a surplus 

from property owners.   
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The advantage of development-based LVC over taxes and fees is that it has greater potential to 

finance developments, without significant distortion or public opposition to additional taxes or fees. 

Since there is no adequate property tax system in Zanzibar, it has a much better chance of working 

well administratively. Most of the land in Zanzibar is owned by the government, which makes this 

instrument even more 

interesting. Furthermore, 

the increment in land 

value will be calculated by 

a method agreed by 

stakeholder consensus, 

instead of having a tax 

system that is imposed by 

the government (World 

Bank, 2015b). The 

principle of LVC is showed 

in figure 5.6.  

Figure 5.6. – The principle of Land Value Capture (Ministry of LITT, 2013).  

Capturing value in the broader sense requires four things to happen. First, land values must increase 

as the result of public intervention or investment. Second, a valuation process must be implemented 

that identifies the change in land value and subsequently incorporates that change into the taxable 

value of the land. Third, a special tax must be levied or the broader tax rate to land must be 

maintained at a sufficiently high level to capture the increased value. Fourth, the collection efforts 

must be sufficient to realize the increased revenue. This system of capturing value is closely related 

to a revolving fund (Walters, 2011).  
 

Revolving Fund 

A ‘revolving fund’ is a capital raised with a specific purpose that can be made available to the same 

target group more than once. ‘Revolving’ refers to the fund’s resources that circulate between the 

‘Fund’ and the ‘Target Group’. Revolving funds are intended to be self-sufficient and sustainable. 

Frequently, many revolving funds initially draw on donor funds, credit funds and guarantee funds. In 

the majority of cases, the involvement of the users in enabling the fund to be financed by them is 

minimal or non-existent. Nevertheless, the financial involvement of the target group is a major 

precondition for successfully achieving the aim of the fund. When setting up a revolving fund, it is 

the aim to ensure the financial involvement of the target groups, either voluntarily or compulsory. 

Participation in a revolving fund by a donor may be in the form of grants, interest-free advances, 

loans, combinations of any of these or guarantees. However, dependence on donor funding should 

be temporary and be gradually phased out in order to be self-sufficient and sustainable (UN Habitat, 

2006).  

The use of a revolving fund should be taken in consideration in Zanzibar. It can function as a 

mechanism to realize and improve the infrastructure on different scales. In addition, making use of a 

revolving fund can help formalizing a tax system. A revolving fund can operate simultaneously next 

to a housing redevelopment as well act as an integrated part within the financial model.  
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Figure 5.7. – Revolving fund 
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Case Study – Finance Model Ng’ambo Tuitakayo 

This financial chapter will concretize the financial implications and consequences regarding future 

housing redevelopments in Ng’ambo (See Appendix B). Having a financial model and looking to the 

feasibility will bridge the gap between words and numbers and helps stakeholders with or without a 

financial background to implement the different proposals.   

Method 

The model is focused on stable long-term investments, sound returns on investments and rental 

housing. As mentioned before, the mortgage market is currently far from well developed. This 

means that the majority of the local community is not able to buy a home. A focus shift towards 

rental housing increases the opportunity for the local community to have a home. Besides, this 

stimulates the actual owner of the building to invest in a high quality building and to keep it well 

maintained in order to retain the real estate value. An advanced method to test the feasibility of an 

investment is the Discounted Cash Flow-method (DCF). This estimates the attractiveness of an 

investment opportunity. A DCF analysis uses future free cash flow projections and discounts them to 

arrive at a present value, which is used to evaluate the potential for investment. The key to 

understanding present value is that it is always less than the amount of the expected future cash 

flow because a dollar received in the future is worth less than a dollar received today (Lusht, 2012). 

Scope 

At the start of the project Ng’ambo Tuitakayo (In English: ‘The Ng’ambo we want’), in September 

2013, it was decided by DoURP to focus on a representative pilot area: the Kisiwandui-

Kisimamajongoo-Michenzani area (Research-Triangle), in order to build up an optimized and 

detailed database and vision on the challenges of Ng’ambo with the limited resources available.  

Since there is a lot of information about this part of Ng’ambo it would make sense to extend this 

information regarding housing and finance. As mentioned before, according to the Zanzibar Master 

Plan this is an area which is considered to be the new city center where future commercial and 

housing (re)developments will take place. The Research-triangle is situated next to the creek road, 

the Michenzani building blocks and a historic road. The Research area is shaded grey in figure 6.3.  

 

 

 

 

 

 

Figure 6.1. – Ng’ambo Research Area 
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Figure 6.2. and 6.3. – Ng’ambo Area within Zanzibar and the Research-triangle (DoURP, 2014). 
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Densification 

The Revolutionary Government of Zanzibar aims to densify the neighbourhood of Ng’ambo to avoid 

urban sprawl and to protect the ecosystem and biodiversity of Zanzibar (DoURP, 2014). Besides, 

densification and redevelopment gives (financial) opportunities to invest in the neighbourhood. The 

level of densification is measured by the floor space index (FSI). The FSI is the amount of gross floor 

area divided by the plot area (Figure 6.4). 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 6.4. – Floor Space Index 

Several assumptions have been made regarding the input of the financial model (Table 6.1). We 

have set the existing Gross Floor Area (GFA) of the redevelopment area at 140.000 m². The future 

GFA is set at 200.000 m². Usually, these numbers are based on measurements and based on an 

urban plan instead of estimations, but in absence of these, several assumptions had to be made. 

Since the plot area measures 70.000 m², the FSI will go from 2.0 to 2.9, which indicates densification. 

Besides, the future building stock will consist of new buildings as well as renovated buildings. By 

adding such aspects, the applicability of the financial model will increase. In the following 

paragraphs these assumptions and its implications for the financial model of this study are 

elaborated. These will be followed by the findings derived from the financial model.   

Urban Redevelopment Assumption Square Meter GFA (m²) 

Existing Gross Floor Area 140.000 

Future Gross Floor Area 200.000 

Newly Build Gross Floor Area 160.000 

Renovated Gross Floor Area 40.000 

Plot Area 70.000 

Demolished Area 100.000 

Table 6.1. – Assumptions  
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Mixed Use  

The concept of mixed-use communities includes incorporating residential, retail and commercial 

properties. Moreover, it implies developing neighbourhoods and towns with walkable streets that 

provide easy pedestrian access to services and amenities such as schools, libraries, parks, and shops. 

Affordable housing is a vital component of every mixed-use community. Living in an area where 

people can work, sleep, eat and buy leads to a declining use of motorized vehicles, which 

contributes to safe pedestrian walkway. The reduction of private motorized vehicle flows and energy 

consumption are key objectives of the Government of Zanzibar (DoURP, 2014). Ultimately, mixed-

use communities foster a sense of connection that bolsters the health and vitality of a community 

and its residents.  

The financial model includes 20% affordable housing of the total portfolio. As such, it results in a 

mixed-use community, but it also leads to preservation of the intangible heritage of the 

neighbourhood. In the model, the affordable housing is rented to the community at no costs and 

thus used as a tool to compensate the current owners. However, affordable housing in inner-city 

redevelopment projects costs money. In order to realize a financial feasible redevelopment project, 

35% middle-income housing, 35% high-income housing and 10% commercial functions are included 

(Figure 6.5). 20% affordable housing is not enough to accommodate all the current residents, which 

may result in a partial loss of the intangible heritage. This is explained in the following paragraph in 

more detail. 20% of affordable housing in the future development means that 29% of the current 

homeowners can be relocated in affordable housing. Another share may be accommodated in 

middle-income housing while another share will go to other parts of the city.   

 

 

 

 

 

 

 

 

 

Figure 6.5. – Mixed Use of Future Redevelopment 

Compensation 

The residents of Ng’ambo, of which a majority is of low-income groups, are the bearers and owners 

of the intangible heritage of Ng’ambo. Consequently, affordable and accessible housing is essential 

to keep the residents of Ng’ambo and thus, maintain the intangible cultural heritage of Ng’ambo. 

Moreover, it is important for the process that the current residents support the redevelopment, in 

order to prevent any building delays. Therefore, the local community should be compensated in 
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such a way that as many stakeholders are comfortable with it. Since it is very important to keep the 

intangible heritage in Ng’ambo and the residents want to stay in the area, the priority is that the 

residents should return to Ng’ambo (Morel, 2015).  

Another possibility is that the citizens of Ng’ambo receive a certain amount of cash in exchange for 

their dwelling. However, this increases the change of loosing intangible heritage and in addition will 

further increase the urban sprawl. The government can hardly control the use of this money. 

Therefore the current residents need to have an incentive to return to Ng’ambo. Nevertheless, the 

citizens need to have a shelter during the constructing of their new houses. They need a certain 

amount of cash for relocation during the construction period or a temporary location has to be 

provided for them. Next to an affordable house and cash; tax assumption or reduction, subsidies and 

profit sharing are possibilities to compensate the local community. The impact of those measures 

can only be forecasted through a more detailed research, eventually through a pilot project. 

It may also occur that the actual owner of a property does not live in the neighbourhood where the 

redevelopment will take place, because they rent out and only act as the landlord of the property. In 

this case, the owner gets compensated, not the tenant. Therefore, there is a higher risk that the 

owner will increase the rent after the redevelopment. This will result in current tenants not being 

able to afford to stay in the neighbourhood, which will lead to a loss of intangible heritage. The 

relocation of those tenants who do not own their house requires attention as well.  

It may also occur that the compensation needs to be divided by the number of shareholders of a 

property. A mutual agreement between these shareholders is essential to guide this process. The 

future building will likely have a higher value than the current building and therefore the 

compensation should be focussed on the relocation of the owners who actually live there rather 

than compensating other shareholders.  

In the fictional financial model of this study compensation is integrated. The current residents who 

own a property get compensated by receiving a new home in return and by receiving $65 per square 

meter gross floor area for relocation of a period of one year. This means that if they have a dwelling 

of 100 m², they receive $6500 (⸗12.000.000 TSH) to spend on temporary housing. This compensation 

is generous in relation to their household income, so there is still some space to adjust this. The 

calculation shows that the compensation is only for a period of one year. When the building period 

exceeds one year, the total compensation per month drops.  

Ideally, the government provides a temporary housing location, which can be used as a rotation 

system during the redevelopment of the total area of Ng’ambo. The government can make a 

separate real estate exploitation model for temporary housing, in such a way that the level of rent 

the government needs to realize for a feasible project, is equal to the compensation that the 

Ng’ambo residents will receive.   

Building Costs 

On the basis of interviews with experts from Zanzibar, assumptions are made concerning the 

building costs and the rent levels. When the distribution of the different incomes is according to 

table 6.2., the average building costs of the project are $667,50 per square meter gross floor area. A 

quantitative analysis can outline whether these assumptions are in accordance with the current 

Zanzibar market. This is not part of this study. 
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Type of housing $ / m² GFA $ / m² GFA (used in model) 

Affordable housing 350-500 380 

Middle Income Housing  500-800 630 

High Income Housing 800 +  880 

Case Study Average  667,50 

Table 6.2. - Building Cost ($/m² Gross Floor Area) 

To optimize the financial feasibility of a project, there are some main measures that should be 

considered. Besides building in higher densities, and increasing the amount of and the value of the 

apartments, one of the most favoured measures is the reduction of the building costs (RPB, 2008). 

Alternative building technologies (ABT’s) and the use of local materials may lead to building cost 

reductions, but this might have a negative impact on the building quality and must certainly not 

threaten the building safety. Furthermore, it is to be questioned what the impact of ABT’s and the 

use of local materials is, since local materials are already used intensively in Zanzibar. Therefore, 

further research is required into what the effect of ABT’s are in the Zanzibar context.  

Maintenance 

There are several reasons to maintain a house; for safety issues, the presence of a dwelling and the 

value of a building. This latter is particularly important in real estate management: to prevent a 

building from decay is to maintain the economic value of a building.   

The building owner normally seeks to maintain the condition of his property by the insertion of 

appropriate clauses in the lease/tenancy agreement to demarcate owner/user responsibilities for 

maintenance. The user has a primary responsibility to notify defects to the appropriate authorities 

for remedial action. In some countries those demarcations are laid down by statute. For example, in 

the UK, according to the Landlord and Tenant Act of 1985, the landlord Is responsible for repairing 

the structure and exterior of the building as well as the mechanical and electrical installations in any 

lease for less than seven years (Lee, 1995; Oladapo, 2010).  

The maintenance costs used in the financial model are $5 per year per square meter gross floor 

area, which will annually increase with 4,5 % due to inflation. 

Rent Levels 

The gross floor area is the sum of the surface of all floor levels. This is not equal to the size of the 

total rented surface. This is referred to as lettable floor area (LFA), being the sum of all interior 

rooms that can be rent out. This excludes walls, staircases, common corridors, installation rooms 

and shafts. The following rule of thumb is used in this financial model: 

 

0.85 x GFA = LFA 

 

As aforementioned, the rent level indicators are based on interviews. A quantitative analysis should 

outline whether these assumptions are in accordance with the current Zanzibar market. This has not 

been part of this study. 
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Type of housing $ / m² LFA $ / m² LFA (used in model) 

Affordable housing 20-40 0 

Middle Income Housing  40-60 60 

High Income Housing 60 +  100 

Commercial 20-100 75 

Table 6.3. – Rent Levels ($/m² Lettable Floor Area) 

Forecast period 

Rental housing can be considered as a good alternative to private ownership in order to extend the 

real estate forecast period and to include long-term investment in the developer’s business. Private 

developers in Zanzibar often apply a short forecast period, which disfavours the construction of 

affordable housing. A forecast period of five to ten years indicates that the investor is seeking to 

have a quick return on investment. This is common if an investor wants to develop housing for 

selling purposes. Since securities in Zanzibar are low, investors do not want to step into a project for 

decades and prefer short-term investment. The political climate may negatively influence prior 

agreements. Nevertheless, stable long-term investments are necessary to help to accommodate the 

less-affluent citizens.  

 In order to search for stable long-term investments, rental housing is more suited. With respect to 

the financial consequences, the longer the forecast period, the more rent the investor will receive. 

This is due to the fact that the rental income is much higher related to the annual costs in a later 

stage (see Appendix D).  

Housing corporation and associations have socio-economic goals that, amongst others, include the 

provision of accessible housing to the less-affluent part of the population. A forecast period of 20 to 

30 years is common within the international context regarding housing, but is a relatively long 

forecast period in Zanzibar. Nevertheless, Hifadhi Zanzibar is also focusing on long-term 

investments. Hifadhi Zanzibar Ltd. is a private company through which the private sector joints 

hands to counter this and acquire monuments and other historic buildings, restore them and cost-

effectively put them to use (Hifadhi Zanzibar, 2014).  

Internal Rate of Return 

The Internal Rate of Return (IRR) is the discount rate which yields a zero Net Present Value (NPV) 

(see following paragraph) for any given stream of cash flows. The IRR reveals, in mathematical 

terms, what a real estate investor’s initial cash investment will yield based on an expected stream of 

future cash flows discounted to equal today’s dollars, not tomorrow’s dollars. The linkage between 

present value and future value makes the IRR popular among investors to analyze the performance 

and profitability of rental income properties. The influence of the IRR concerning the financial 

feasibility cannot be underestimated. Where an IRR for residential use of 10% leads to a financial 

feasible plan within this case study, an IRR of 11% will lead to a minus of 10 million US dollars. This is 

considerable lower than the 15-18%, which is normally applied in Zanzibar. However, using an IRR of 

that amount makes a redevelopment project unfeasible where affordable housing is included and 
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intangible heritage is preserved. Given the fact that Ng’ambo will become the new city centre of 

Zanzibar Town, it is likely to be a good and secure place to invest and therefore it is debatable 

whether an IRR of 15-18% regarding housing still needs to be applied. The use of such high IRR made 

sense in the past, since the inflation in 2012 was 16% (table 6.4). Investing in this type of climate is 

an unsecure business. When the inflation rate of Tanzania will remain 4-6% in the coming years, the 

Tanzanian market will have a much more attractive investment climate and the access to finance will 

improve.  

Furthermore, commercial properties are generally a more risky investment than residential, since 

there is an increased risk of vacancy and the length of vacancy is generally longer. In order to cover 

those risks within a financial model, the IRR will increase, which will have a negative impact on the 

feasibility of a project. Therefore, a distinction has been made between commercial and residential 

properties in the financial model of this study. 

Net Present Value 

The net present value (NPV) is defined as the sum of the present values of incoming and outgoing 

cash flows over a period of time. The amount invested is compared to the future cash amounts after 

they are discounted by a specific rate of return. A positive NPV indicates a feasible plan; a negative 

NPV an unfeasible plan.  

Within the case study, there was a positive NPV using initially an IRR of 10.00% for residential 

properties. Subsequently, a ‘what-if analysis’ is made in Excel to put the NPV on zero to maximize 

the IRR of residential buildings. Having a positive NPV gives the investor the opportunity to maximize 

any value that is important to him. 

Financial Implementation 

The management summary of the financial model shows the most important financial elements. 

There are many costs to be made in the beginning of the project that are common to housing and in 

particular redevelopment projects. An investor would prefer to see the opposite to improve the 

feasibility of a plan. More financial details are shown in Appendix D.   
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Table 6.4 – Management Summary of Financial Model 

Findings derived from the model 

The following findings can be abstracted from chapter five and six: 

 The government owns almost all the land, resulting in a strong negotiation position. 

 The property ownership structure in Ng’ambo is diverse and mainly privately owned. 

 There is limited access to finance in Tanzania, due to perceived high risks and resulting 
hesitation to invest in the housing sector from the side of bankers and other financiers. The 
main reason for this is high inflation rates until recently in Tanzania. 

 Current housing development projects initiated by Zanzibar Government are profit-driven 
and thus particularly serving the affluent part of the population.  

 Developers in Zanzibar prefer to sell, but many residents are not able to take a mortgage.  
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 Focus on rental housing and making long-term investments can result in feasible investment 
models.  

 Rental housing can be considered as a good alternative to private ownership in order to 
extend the real estate forecast period and to include long-term investment in the 
developer’s business.   

 The internal rate of return is influencing the financial feasibility most prominently.  

 The compensation structure, as it is now is included in the model, is open for debate. 

 Ng’ambo – as the new city centre of Zanzibar Town – will become a mixed-use urban zone.  
 

Constraints and limitations of the model 

Once more, this financial chapter is presenting a case study that is based on several motivated but 

unverified assumptions, solely for getting a grip on the financial implications of possible taken 

decisions.  

 No rights can be derived from any financial information and financial implication. 

Nevertheless, the model is included in the report to show to every stakeholder how and 

what the financial implications of the presented tools and measures can be for urban 

redevelopment. 

 The input of the financial model is not based on a design but on estimated numbers.  

 A financial real estate model like this is based on assumptions. The numbers are based on 

conversations with several experts in Zanzibar. This means there is no scientific under layer 

for these numbers. However, there is a scientific under layer regarding the formulas within 

the model.  

 Users of this model should be aware that this is a model from the developers point of view. 

The model does not include how to finance the investment. 

 The financial influence of preserving (in)tangible heritage within the model is zero.   

 Investing in the infrastructure within the development is not taken into account in this 

model. It is assumed that there has to be a parallel finance system for this on various scale 

levels varying from individual autarchic solutions to tax-based public national systems.   

 Twenty per cent of the future housing stock will be reserved for affordable housing. 

Consequently, this means that not all current residents can be re-accommodated in 

Ng’ambo. 

 Further research of the demand and supply of the housing stock and the financial capacity 

(formal plus informal) of several income groups is essential to verify the reliability of the 

finance model.  
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Conclusions 

There is a lot of potential in Zanzibar. The economy is growing, sustainable urban visions and plans 

are being developed and Zanzibar has a wealth of heritage and culture which reflects Zanzibar’s 

dynamic history and ethnic diversity. Since Zanzibar is rapidly urbanizing, new risks and threats are 

emerging. Redevelopment as a strategy to densify, to avoid urban sprawl and to improve the urban 

quality while preserving the tangible and intangible heritage seems a major, challenging but 

rewarding and possible task. On the basis of this research the following conclusions can be made: 

 The residents of Ng’ambo, of which a majority is of low-income groups, are the bearers and 

owners of the intangible heritage of Ng’ambo. Consequently, affordable and accessible 

housing is essential to maintain the intangible cultural heritage of Ng’ambo.  

 Preserving the tangible and intangible heritage can be used as an incubator for socio-

economic redevelopment. Hedonic price analysis shows that tangible heritage has a positive 

influence on real estate prices in Western countries. Although, it is unsure whether this is 

the case in Africa right now, it is plausible that this will be the case in the future.  

 Ng’ambo will become the city centre of Zanzibar town. This will attract economic activities 

and gain opportunities to apply a mixed-use urban zone. However, it also increase the risk of 

speculation, which may lead to low investments and quick returns, which disfavour the less 

affluent residents.   

 Densification increases the pressure on infrastructure.  On the other hand, redevelopment 

offers opportunities for improvement of infrastructure and public space and it is of vital 

importance to avoid Ng’ambo of becoming a Kariakoo 2.0. 

 There is limited access to finance in Tanzania, due to perceived high risks and resulting 

hesitation to invest in the housing sector from the side of bankers and other financiers. This 

is mainly caused by high inflation rates in the past. If Tanzania is capable of keeping low 

inflation rates, the access to finance is likely to increase.  

 Investors in Zanzibar use a high internal rate of return, which has a large negative impact 

regarding the financial feasibility of real estate investment. Moreover, there are investors 

who do not make the distinction between residential and commercial properties while this 

would make sense. 

 Developers in Zanzibar prefer to sell, but many residents can only afford modest rents. 

Rental housing and thus long-term investments lead to financial feasible models, which are 

better linked to the less affluent target groups.  

 Current housing development projects initiated by Zanzibar Government are profit-driven 

and thus particularly serve the affluent part of the population.  

 The government owns nearly all the land, in particular in Ng’ambo.  

 The property ownership in Ng’ambo is of great complexity. A single building often has 

multiple owners and stakeholders. This may result in a complicated tenure system and 

compensation processes.  

 There is distrust between the government, the private sector and the community caused by 

previous events. Since most properties are owned by community members, it will be 

worthwhile to restore the relation with the current citizens. 
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Recommendations 

The main recommendations are mentioned below. These recommendations are incorporated in the 

‘The Ng’ambo Housing Action Plan’ (Appendix A) and in the detailed ‘Ng’ambo Housing Action Plan 

in 10 steps’ in order to concretize the recommendations into actual actions (page 6). 

 Preserve the tangible and intangible, which consequently will positively influence the social 

balance and the urban quality of the neighbourhood and can function as an incubator for socio-

economic development. Moreover, it is likely that the real estate value of the neighbourhood 

will increase due this preservation.     

 There is a need to act quickly. Showing the neighbourhood that actions are undertaken will have 

a positive influence on the relationship between the government and its local citizens, where 

participation of the community is a requisite. The government should start with small 

interventions that can be used as a start in order to upgrade the area and to gain trust from the 

community.  

 Create mixed-use urban zones, where there is a good balance between residential and 

commercial properties and where all income groups are considerably represented.  

 Integrate improvements for infrastructure and public space, on various scale levels varying from 

individual autarchic solutions to tax-based public national systems in order to avoid Ng’ambo of 

becoming Kariakoo 2. 

 Rental housing should be considered as a good alternative to private ownership in order to 

extend the real estate forecast period and to include long-term investment in the developer’s 

business.   

 Possibilities and incentives to establish affordable rents should be created to support the less-

affluent residents who desire to remain in Ng’ambo. This should be part of the compensation 

expenses.  

 The internal rate of return affects the financial feasibility the most. It is advised to make a 

distinction between the internal rate of return regarding residential and commercial use. When 

an IRR of 15-18% is applied in a historic urban landscape to develop affordable housing, it 

probably leads to an unfeasible plan. 

 It is advised that financial institutions should focus on whole-life cycle costing, supply and end-

user financing to obtain an optimized perspective on financial risks.   

 The Government should reassess its position as landowner and develop an active land 

development strategy. 

 Further research is required regarding the demand and supply to make the assumptions - used 

in the financial model - more reliable.   

 Further research on financing models.  

 Establish the Ng’ambo Housing Action Team, which consist of residents and stakeholders of the 

private and public sectors - as described in the Ng’ambo Housing Action plan - and the detailed 

Ng’ambo Housing Action Plan in 10 steps.  
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Terminology 

Capitalization Rate  

The discount rate of a perpetuity on a real estate investment property based on the expected 

income that the property would generate. This is done by dividing the income the property will 

generate (after fixed costs and variable costs) by the total value of the property.  

 

Discounted Cash Flow Method 

An advanced method to see whether an investment is feasible. This estimates the attractiveness of 

an investment opportunity. A DCF analysis uses future free cash flow projects and discounts them to 

arrive at a present value, which is used to evaluate the potential for investment.  

Equity Sharing Schemes  

This allows a person to purchase a share in their home even if they cannot afford a mortgage on the 

whole of the current value. Shared equity schemes give the buyer a loan that acts as part of the 

deposit on a property. 

Forecast Period 

The time period in which the individual yearly cash flows are input to the discounted cash 

flow formula. 

Gross Initial Yield  

The yield on an investment before the deduction of taxes and expenses. It is calculated as the annual 

return on an investment prior to taxes and expenses divided by the current price of the investment. 

Hedonic Price Analysis 

A method of pricing based on the principle that, the price of a marketed good is affected by certain 

external environmental or perceptual factors that can raise or lower the ‘base’ price of that good. 

This is commonly applied to the housing market, where the price of a house can be affected by 

factors such as monuments, vacancy, scenic views, house appearance, and neighborhood demand.  

Internal Rate of Return 

The discount rate that yields a zero Net Present Value (NPV) for any given stream of cash flows. The 

IRR reveals in mathematical terms what a real estate investor’s initial cash investment will yield 

based on an expected stream of future cash flows discounted to equal today’s dollars, no 

tomorrow’s dollars.  

Net Present Value 

The sum of the present values of incoming and outgoing cash flows over a period of time. The 

amount invested is compared to the future cash amounts after they are discounted by a specific rate 

of return. A positive NPV indicates a feasible plan, a negative NPV indicates a unfeasible plan.  

Whole-life Cycle Costing 

Whole-life Cycle Costing refers to the total costs of ownership over the life of an asset.  

  

http://en.wikipedia.org/wiki/Cash_flow
http://en.wikipedia.org/wiki/Discounted_cash_flow
http://en.wikipedia.org/wiki/Discounted_cash_flow
http://www.businessdictionary.com/definition/method.html
http://www.businessdictionary.com/definition/principle.html
http://www.businessdictionary.com/definition/labor-rate-price-variance.html
http://www.businessdictionary.com/definition/factor.html
http://www.businessdictionary.com/definition/apply.html
http://www.businessdictionary.com/definition/housing.html
http://www.businessdictionary.com/definition/market.html
http://www.businessdictionary.com/definition/house.html
http://www.businessdictionary.com/definition/appearance.html
http://www.businessdictionary.com/definition/neighborhood.html
http://www.businessdictionary.com/definition/demand.html
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Appendix A – Housing Research as part of Urban Redevelopment 
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Appendix B – Ng’ambo Housing Action Plan 
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NG’AMBO HOUSING ACTION PLAN 

 

Introduction 

The Government of Zanzibar and the Zanzibar Social Security Fund are searching for strategies to 
realize affordable and accessible housing in neighbourhood of Ng’ambo, whilst respecting its rich 
tangible and intangible heritage. On 9-11th April 2015, a workshop was held on this topic which 
brought together local and international expertise. Presentations by Shelter Afrique, the World 
Bank, the City of Amsterdam, Stadsherstel Amsterdam and a private developer from Finland were 
mirrored against Zanzibari knowledge on the city.  

The workshop focused on Ng’ambo, the relatively unknown but surprisingly old and rich ‘Other Side’ 
of the Stone Town World Heritage Site.  Ng’ambo will become the centre of Zanzibar Metropolis as 
defined in the recently adopted Zanzibar structure plan (ZanPlan). Next to raising awareness 
amongst investors, government and the public for the topic, the workshop addressed the need to 
identify investment tools and development strategies for affordable housing in the historic urban 
context.  

The workshop concluded with a successful and energetic public event in Ng’ambo, where the below 

findings and the draft action plan were discussed with the community. 

Policy framework for housing in Ng’ambo 

The recently developed National Spatial Development Strategy (NSDS) and the new structure plan 
for Zanzibar Metropolis (ZanPlan), together with the Planning Policy Guidelines for Historic Urban 
Areas that are being developed, identified densification of Zanzibar Town as strategic tool against 
further urban sprawl. Culture is identified as another important tool to develop Zanzibar into a 
livable, vibrant and inclusive city.  

The above planning policy documents outline principles on respecting cultural heritage as important 
driver of a sustainable development of Zanzibar and promote affordable housing, mixed-use, mixed-
density development, prioritisation of non-motorised transport and enhanced use of renewable 
energy.     

Part of Ng’ambo forms the buffer zone to the Zanzibar Stone Town World Heritage Site and is 
earmarked as pilot area for the implementation of UNESCO Historic Urban Landscape (HUL) 
principles that advocate the integration of the goals of heritage conservation together with social 
and economic goals into urban development.  

Housing strategies in Ng’ambo 

The workshop addressed three possible housing development scenarios for the future housing 
development in Ng’ambo. These scenarios encompassed a housing corporation model, a housing 
association model and a private developer model.  

A housing corporation is a governmental or parastatal agency investing in housing developments, 
such as the National Housing Corporation or ZSSF.  These corporations manage government-owned 
housing complexes. Current housing development projects initiated by the Zanzibar Government are 
short-term profit-driven investments and serve the more affluent part of the population.  

A housing association is a private or public, not-for-profit organisation that provides affordable 
housing, investing particularly in new rentable housing and equity sharing schemes, which are 
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accessible to the less-affluent part of the population. Housing associations are able to make long 
term investments whilst applying low internal rates of return.  

Private developers are the main drivers of growth in the housing market. However, since land is 
owned by the government, available development opportunities are relatively scarce. Land is hardly 
available on the market, leading to a high level of speculation.  Private developers in Zanzibar apply 
high internal rates of return and a short forecast period, which disfavours the construction of 
affordable housing.  

A number of financing models to realise dearly needed infrastructure for housing schemes, such as a 
revolving fund, land re-valuation and proportional tax systems were tabled during the workshop.  

Lessons from Ng’ambo 

The following findings, challenges and opportunities were identified during the workshop: 
 
 The residents of Ng’ambo, of which a majority is of low-income groups, are the bearers and 

owners of the intangible heritage of Ng’ambo. Consequently, affordable and accessible housing 
is essential to maintain the intangible cultural heritage of Ng’ambo.  

 There is distrust between the government, private sector and the community.  
 Ng’ambo will become the city centre of Zanzibar town. This will attract economic activities. 

However, this increases the risk of speculation, which may lead to low investments and quick 
returns, which disfavour the less affluent.   

 Densification increases the pressure on infrastructure.  
 Developers in Zanzibar prefer to sell, but many residents can only afford modest rents.  
 The property ownership in Ng’ambo is of great complexity. A single building often has multiple 

owners and stakeholders. This may result in a complicated tenure system and compensation 
processes.  

 There is limited access to finance in Tanzania, due to perceived high risks and resulting 
hesitation to invest in the housing sector from the side of bankers and other financiers. 

 Current housing development projects initiated by Zanzibar Government are profit-driven and 
thus particularly serve the affluent part of the population.  

 The Government owns (almost) all the land.  
 To obtain building permits is confusing and lengthy. 

 
 
Suggestions for the way forward 

 
 Rental housing can be considered as a good alternative to private ownership in order to extend 

the real estate forecast period and to include long-term investment in the developer’s business.   
 It is advised to use a lower internal rate of return than the usual 15-18% applied in Zanzibar in 

order to be able to develop affordable housing. 
 It is advised that financial institutions should focus on whole life cycle costing, supply and end-

user financing to obtain an optimized perspective on financial risks.   
 Redevelopment offers opportunities for improvement of infrastructure and public space, on 

various scale levels varying from individual autarchic solutions to tax-based public national 
systems. 

 The Government should reassess its position as landowner and develop an active land 
development strategy. 

 Possibilities and incentives to establish affordable rents should be created to support the less-
affluent residents who desire to remain in Ng’ambo. 
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NG’AMBO HOUSING ACTION PLAN 

 
Creation of the Ng’ambo Tuitakayo Action Team 

 Officially invite the community and other stakeholders to select representatives in the action 
team and the project. 

 Create the Ng’ambo Tuitakayo Action Team. This core group of limited size will consist of 
residents and stakeholders from the private and public sectors.  

 Define the overall mission of the Action Team. 
 Define the goal of the project, methodology, identify stakeholders, collect experiences and best 

practices based on previous research. 
 Raise funds for the preliminary phase of the project.  
 Develop a Memorandum of Understanding to be signed at the relevant level by the stakeholders 

for project development. 
 

Realization of the First Projects in Ng’ambo City Centre  

 Set up a project team to steer for short, medium and long-term goals in close cooperation with 
experts. 

 Mark and select specific project locations. 
 Quickly initiate a pilot housing development project. 
 Develop feasible business models connecting the demand and supply. 

 
Up-scaling to larger projects in Ng’ambo  

 Reflect on the pilot project which takes in consideration all findings and recommendations. 
 Identify and attract one or more financiers for further developments following suitable models.  
 Create a one-stop-shop in the centre, for all government requirements for housing projects.  
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Appendix C –Land Ownership and Constituencies 
Project proposals for redevelopment so far has mainly focused on the physical contours of an area. 

Since there are many different land ownership situations, redevelopment gets more complicated 

when there are also more than one shehia are involved. Therefore investors in redevelopment 

should be aware of the borders of each constituency, in order to get less complicated processes.  

Name of Shehia Number of houses 

Kikwajuni Juu 293 

Kikwajuni Bondeni 439 

Kiswandui 153 

Kisimamajongoo 386 

Vikokotoni 519 

Mwembetanga 358 

Mchangani 260 

Total 2408 

Table C.1. – Number of houses per constituency   

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure C.1. – The constituencies within the buffer zone, West Ng’ambo.    



53 
 

Appendix D – The Financial Model 
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