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ABSTRACT

Dhake iz the primate city of Bangladeph. Like all other
fast growing Amian citieafﬁbhahu heas ite housing problem=. House
;ﬁnt ia playing an important role on housing problems. BSince the
rale of increase of new houzes lags far behind the rate of
increase of population, the resulting preasure upon the exiating
stock leads to high house renls. This is the scenario of low and
middie income area and ihis Tacts bave been revealed from some
pasl research atudy carried oul on this field. But there iz no
in-depth idea about the nature of honse rent market in high
claas residential area like Gulshan, Banani and hence there is no
jiden about the impact of house rent on housing asituation in
these areas in particuiar and Dhaka citly in general. The present
study is intended to analyze some aspects of existing reqt
structure of wmlel towns which may contribule Lo the new policies

towards Lhe solulion of housing pruhlcnsuﬁ

iv



Acknow ledgement
Abztract
Contents
List of Tables

Liet of Maps

CONTENTSS

CHAPTER 1. INTRODUCTION AND OBJECTIVES |

1.1.

1.2.

1.3,

1.4.

1.5.

Introduction

Gtatement of the Problem
Halionale

Objectives of the Study

Scope of the Study

CHAI'TER 2. LITERATURE REVIEW

2.1.

2.2.

2.3,

The Background of Housing Problems

Page Ko.
iii

iv

vii

¥it

The Econcomic Condition of Urban Dwellers 3

Houging Studies in Bangladezh

2.3.1. Honse Rent Structure

CIIAFTER 1. RESKARCH METHODOLOGY

3.1.

Methodology

3.1.1. Primary Source

3.1.2. BSecondary Source

i3

13

17
17

17

3.1.2. The Senple and Sampling Methodn 18

3.1.4. Interview Method

3-1.5. Limitations of the Study

18



CHAPTER 4.

CHAPTER 5.

CHAPTER 6.

Page No.

DESCRIFTION OF THE HOU3E3 AND THEIR NWELLER3

4.1.

i.7.

4.3,

1.4,

Sample Characteristics

Socio-economic, Demographic and
Regidential Characteristics

liome Ownership, and Renters'
Economic Characterinties

Phyeical Aspecls of the Surveved Houses

EERT MAHKET JH HIGU CLAS3 RESIDENTIAL AREAJ
OF GULSHAN AND BANANI

5.1.

5.2.
5.3.
5.4,

6.5,

Rent Market
h.l.i. V¥ariation of Hent Levels

9.1.2. Varistion of Rent According
to Size of Lhe Houses

5.1.3. Variation of Rent According
to the Type of Use

Advence and Maintenance Cost
Hew Conztrizction, Absorption and Surplus
Forecast for Hents After Five Years

Financial Return on Investment
in louming

SUMMARY FINDINGS ARD CONCLUSION

6.1.

6.2,

Suxzmary Findings

Conclusion

APPERDIX - 1. "General Survey Questionnaire

APPENDIX - Z.

Bibliography

vi

21

21

23

23

26

28

25

30

3

36

37

ag

: 1]



3.

1.

3.

Tahle

Table

Table

Table

Tahle

z2.1

a.1

b.2

5.3

5.4

LIST OF TABLES

Pﬁgﬂ' No.

Household Expenditure of All
Urhan Areas of Bangladesh 11
Digtribution of Houwzing Unita by
Rent Levels 27
VYariation of Rent According to
the Sire of House 28
Yariation of Rent According to .
the Type of Use 29

[
Forecaat for Rent in the Year 1995
{5 years) 3z

LIST OF MAPE

Pplitical Map of Bangladesh {Location of Dhaka City) wiil

Map of Dhaka City {(Location of Study Avea) 7

Map of Gulshan-Banani Area (The Siudy Area} 20

¥ii



f
| Bangladesh
f w :11| L:ulnlq-.n 1 Covtwnumi alion

FEALFL o
ST VU
ki | mEETE e
L WA e
ALY LARE b TP L —
= F RN L md gE —m
WlaLt1 B AsED —ta—
-------- It s =
M u]
L1 TE Ll
............ “e
et EL g T *
merearmull PN b a

P —

.-...-.'I'RlFlIrn -
{TES "

i M.'IU"
‘“ ‘ "“'E ’rmncm

P m— e
-

' 1
‘Political Map of Bangladesh (Location of Dhaka City]l

viii




CIIAPTER - 1. INTROBUCTION AND OBJECTIVE

1.1. IRTRODUCTION:

i-Rent, in law, is a periodical payment due érum a tenant
for the nse of land, buildings, or other property., 1t iz usvally
payeble in money but 15 =zometimez paid in kind. 1f payable +to
the land lord, as under a lemse, it is called rent services, if

to eny other person, it is called a rent charde.

According to the British economisl Alfred Marshall, rent
iz the income derived from the ownership of land and other f{ree
giftg of nature. Apart from renting lands, it 1is of couree
possible to rent houses, automobiles=, Lelevision sels, and lawn
mnowers on  Lhe understanding {hat the rented item is to be
returned to its owner in esmenlielly the same physical condition.

Thus house rent is implied to be a rent received from s tenant on

leﬁsing out a honse or dwelling units. |

There csn be little argument about the enormous need for
housing along with food and clothing, it is recognized ap n bagric
human necessity. Housing basicelly iw u pradnst, - a  highiy
cobplex product, =& bulky, durable and permanent produst. It
enconpasses a complexity of pipes, ducts, wiring and plumbhing.
There are single family houser, duplexes, apartments, row houses,
puccr, semi-pucca and kutcha houses. Houwsing is not only eold

" but rected. Home pwnership reflects the achievement of both

H-Eﬁﬁﬂﬁﬁ



economic and social goals., The economic ones emphasize a houae
as & good investment, e= an incentive to save, as & way of
improving credit standing in the community, and as freedom from
jandlords. The &ocial reasons which encourage home ownership
include family pride in owning, family security, a belief in the
virtue of private property ownership, and a sense of better

citizenship.

However, all families can not be home owners. A majority
of city dwellers have to live in rented houses. Every tenant
family have +oc spare a large share of their income to house
rents. In a free market economy, the levels of rents of dwelling
units are determited by the factors of supply and demand. If the

[
guantity supplied at a given price exceeds the guantity in demand
at that price {remt), Lhe price will tend to fall; if the initial
price encourages a eupply of commodity {housing) which falle
short of the demmnd at that price, the price tends ku rige. The
later condition is true for many third world countriszs, inu%uding
Bangladesh. The public sector in most developing countriee is
jill-equipped Lo respond to this enormous urban challenge. The
public sector freguently coperates onr cbsclete legislativ; bases,
reminders of +the tolonisl pericds when empﬁasis wes given on
contrel of habitat for the benefit of the colonial elite, rather
than on stimuiating development opportunities for the general

pepulation. In our country, the idea of model towns like

Gulshan-Banani has also come out from the pocket of bureaucrats

a4



vho belong to the colonial elites. Time has come to evaluate
these schemez of high claze residential areas.l IILRent is n
deciding factor to evaluate a housing scheme. qnw: much viable
for a poor nation to invest money on luxuriocus hnust, thiz needs

to investigate the house rent market in the high class

reaidential areas like Gulshan and Banani.

1.2, STATEMENT COF TIE PRODLEM:

An important aspect of economic growth and modernization
during the past few decadea, especially in developing countries,
has heen the rapid urbanization. The urban centres, where
business enterprises, government institutions, =ervice centres,
and naticpal as weli ms international organizalion are located,
expanded their boundaries and accommodaled ever-growing sizes of
populations. This expansion was mainly restricted to large and
capital cities, whereas small towns and iplermediate size eities
remained of little attraction. The resulting unbalanced growth
and wurhsnization oreated s=evaral regional and rueral  urban
disprrities. Populetion increase, unenployment and  paverty
pushed peasante and landless labourers from the rural areas inlo
the cities in search of enmployment in non-farming sectors.
Concomitantly, the rapid expansion of the geographical
boundariee of the cities themaselves and the lack of pr<per plan
to meet the reguirements of the fast growing population created

numerout problems within the cities.

L



RBangladesh haz been no exception as proven by tLhe
demographic process and the changes that have resulted in the
process of modernization and rapid growth of the Dhaka

Metropolitan Area.

During the last census period, the percentage increase of
population of Dhaka city wae very high., This rapid incresse of
urban populetion not only created new problems but  also
sggravated nlready exisling acute urban problens like housing,
transportation, literacy, unemployment etg. Of these the present
study focuses upon one aspect aof the problem= of housing. Rent
playe an important role on housing problems. Since the rate of
increase of new houses lags far behind the raie of increase of
population, the reselLing pressure upon the existing stock leads
Lo high hou=e rents, This is the scenario of low and middle
income area and this facts have been revealed from =zome past
research study carried out on thig field. But we do not have any
idea about the nature of house rent market in high-ingome area
like Banani, Gulshan, and alsoc we have no idea ghnrt the lppact

of house rent market on housing situation in these areu® in

particular, and Dheka city in general. .

1.3. RATIONALE:

Te improve the housing situation, some policies on  house

rents have been introduced by the Government but these were found



in-effective. There is an urgent need to formulate new policies
towards the sclution of housing problems., Such policies,
however, need to be based upon an understanding of how the rental
market actually functions. A comprehensive picture would be
beyond the scope of this study. However, as an  initial
investigation, the present study is intended to 'analyse gome
aspects of existing rent structure of model towns ahd it is hoped
that this report will provide useful information regarding the
nature of house rent in high class residential areas of one of
the rapidly growing cities of Agia, and form 2 basis for further

research in this Fields.

1.4. ODJECTIVES OF THE STUDY:

In brief the objectives of the study are =summarized a=s

follows:

- Collection of date and analysis eof existing rent

market prevailing in the study area.

- Identification of the level of huusé rentzs and the

quantum of increase during the Jamt five years,

- Analyaia of local Real Estate market trends fer
leased gpace on sq. metre basis and foregast for

future rent.



- Recommendations on rental housing markets so that they
can provide guidelines to formulate effective policiea

to solving housing probleas,

1.5. SCOPE OF THE STUDY:

Thigs study will focus solely on the initial informaticn on
the house rent market in high claes residential areaz and its

jmpact on housing situation.



Dhaka City-

Map of Dhaka City (Location of study arca}
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CHAPTER 2 : LITERATURE REVIEW

2.1, THE BACKGROUND OF HOUSING PROBLEMS3:

The housing gituation in developing countries ieg
|

cheracterized by sericus problems which vary from one countiry to
|
ancther according to the economic, social and pclitical Eyaten.
Nevertheless, housing shortage, poor housing <conditions and
housing price higher than what people can afford ére seen to  bhe
universal. The rapid population growth in our metropolitan
areas  over the past decade has been accnnﬁanie& by
construction ©f new housing both by the public and private
gectors at a rate never encountered before. Continual population

growth in metropolitan areas will certainly require a centinued

high rate of coostruction in future.

It has been obmerved that ss the Dhaka Metropolitan Area
grows, other problems of the city also emerge and the Eeneral
living environment further detericrates. The  unbalanced
development of the country between urban and rural aream, during
the past decade perhaps was the main cause of explosive growth of
Dhaka. Dhaka, a&s the focal point of economic and soclal
functionz, government and business adsinistration and many other
urban function, has become A major atiraction for migrants fronm
all over the country, Az & result the urban populAtion in
Bangladesh grew at 2 vary high rate of 6X per wsphum. The



urbanization in Pangladesh was relalively slow until 1961. While
the wurban popnlelion wes 2.43% of the totel st %he turn of the
cetslury, it resched a level of 5.19 percent in i?ﬁl. Since then
the pece has gained momentum to remch &.41% in lé?i, 12X in 1981,
and now in 19391, some 15% of the totel populatiion Sf the counilry

live in urben zreas,

One characteristic of urbaniration in Haﬁgladesh ig Lhat
the larger townis have been receiving = di;~praporti0nﬂtely
larger share of the national population, According to the, 18981
sensus resulta, 54X of the total urbap populalion crowded into 6
cities with ihe population of hundred thousand or more. Of these
the three largest cililes of 6haka, Chittagong and  Khulna
accounted to 46.54X and Dhaka mlone conlained over 25% of the
total wurban population. Dhaks is the largest, end among the

faptest growing urban centres in the counlry.

dince the rate of incresase of new housez lags Far behind
the rate of increase of population, the backlog of housing has

been piling up resulting a continugus incresse of house rents.

2.2. THE ECONOMIC CONDITION OF THE URRAN DWELLERS:

To be acguainted with the local commercial landlord and
tenant market, it i3 necessary 1o understznd the econcomic

condition and affordability of uwrban dwellers. The effective



demand for particular sizes of hou=ing unit is largely determined
by aggregate household income, tastes and spending habits. af
these, income is the most important facter. in general the
higher is the level of income the greater is the demand for
larger and more luxuriouws houses. The per capita income of
people in Bangladesh is not only one of the lowest in the world,
alsp the income distribution is highly uneqgual. Actording to
income grouping made by Bangladesh Bureau of Statistics in 1989
referring to the statisticas of 1986-87 se shown in the Table
- 2.1, the 52% of urban households had a monthly income of below
Tk.3000.00 and 7% hounseholds were affluent having a4 moenthly
income of Th.8000.00 and above. The distribution of households
and average household expenditure per capita per menth in  urban
areas in 1985-87 have also been nhown in the same takle. 11 can
be easily derived from the table that 40% of the nrban
househelds had a monthly per cepita expenditure lese than
Tk.400.00, and 85% of the households had B montkly per capita
expenditure of less then Tk,755.00. fmly i5% of the houaeholida
had monthly per capita expenditure exceeding Tk.750.00 sod  the
top 7% of households had expsnditirs absye Tk.10806.08 per capita

per monlh.
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TABLE :

2.1

HOUSEHOLD EXFENDITURE OF ALL URBAN AREAS OF BARGLADESH({1986-87)

Household Expenditure Average Av.percap. Percentage Cumulative
incone per house-  house-  household of house- percentage
per month  hold per hold expendi~  held af house-
Taka month Taka size ture Taka hold

<500 360, 40 1.80 350.22 0.29 0.29
500-749 616.75 3.13 179.04 0.46 G.75
749-999 B878.12 3.29 266, 90 1.87% 2,7h
1000-1249  1101.20 3.84 286,77  4.57 7.26
1250-1499  1340.68 4.06 330.22 ﬁ.dﬂ: 13.77
1500-1999  1711.47 5,08 336. 90 12.915 26,91
2000-2499  2174.04 5.48 396.72 14.12 40.80
2500-2999  2639.40 6.02 434, 44 i1.26 h2.08
3000-3%99  3249.59 &.54 4196.88 13.?2| 65.80
4000-4999  4220.08 7.16 HBY. 3% 12.91 78,71
50005999  5046.25 6.68 755.42 6.60 #a.31
6000-693% 5961.30 7.30 116,62 4.8% 90.17
7000-7999  6560.84 7.45 8B0.65 2.55 92,72
B000-above 10635.44 8.a9 1188.03 7.29 160,01

Scurce &

Statistical Year Book, 14988, B.B.5.
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it wag revealed from some past studies (Nur Nabi, 1981)

e

that 85% of the household in Dhaka lived helow the poverty level
and 50% lived below the extreme poverty level whe could not
afford even the minimum standard housing in the market. Only the
top 15% competed for slandard housing in the market and of them
lesz than 3% of the householdas were relatively affluent who
could enjoy big and luxurious houses in the city. The house
ownerg and land lords of Gulshan, Banani belong te this lucky
Lhree  percenls. They are politicians, businessmen. high
officials {civil and military), doctors, engineers, lawyers,
bankers, fii;stnrs and sccial elites. Most of Lhem have more
than one house in the city. Those who are renting out  their
house =ither 1live in the less expensive area or stay abroad,
Other than this most of these houses are built by &he money
borrowed Ffrom banks or House Buildiog Finsnce Corporation.
Therefore to repay the borrowed money the land lords prafer to

leage out their housee instead of staying by themselves.

The tenants are mostly high-income people belehging to the
groups of businessmen, polilicians, contractors, foreigners.
Begsidea thim, busineze offites, foreign office, embaszi&f., donor
agencies, Uniled Nations Organiwation vffices are located in
these areas. 8o, it can be concluded thet both the lend  lords

and tenants belong to the affluent group in the mociaty,
i
I
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2.3. HOUSING STUDIES IN BANGLANESH:

|
A review of housing literature in Hangladegh reveals that
2 large numbers of housing stulies have been carriad out using a
; wide variety of approaches and focusing on a mupber of issuesm.

' However, only those which are more or less rejevant to this etudy

are included in the review,

2.3.1. NOUSE RERT 3TRUCTURES:

Mr. Nur-Nabi in his thesis entitled “STODY OF URBAN
RESIDENTIAL HOUSE RENT AND GOVERNMENT RENT POLICY: A TEST CASE
OF DACCA  CITY", has depicted house rent ms= a differentirl

Irent. ﬁ?he level of house rent is determined by variocous factors,
; Thege factors are enumerated and discussed he]uw:x
{a) House types
{b] Localions
fc) BSize of house
[} WVtility mervices
(e) Environmental characteristice of the area,

=

{a) HOUSE TYPES:

House type is one qf the importent factors influencing the
level ol rent of =2 housing uwnit. But il is not easier Lo

correlate between these two. There should be a simpie relskion



that the pucca houses are coatlier than semi-pucca and kutcha, or
that semi-pucca units are costlier than kutchal ones. This
phencmena does not operste in all areas. Prectically reverse
picture was found in scme areasg where kntcha houzes were cogtlier
in rent thar pucca or semi-~pucca houses due to the houze demand
by iow income people{Bur Nabi,1981)}. fThese findings sugéeat that
there is no single monolithic rental market prevailing in Dhaka
city depending on house types. There are other factors that

should be co-relnted.
(b} LOCATION:

Location plays an imporiant role to inlfluence the levei of
rents in an orban area. In the absence of any other variables a
household would be expecting to choose a location on the basis aof
pergonal profit maximization. This of course hps diffsrent
meaninga for different individuals depending upon the occupation
: of household wembers, oprice of residential spase and gther
factors. The general idea ig that the level of houss rent
decreages as the distance from the C,B.D. incremses. This
generaligation governe within a limited digtance of 1 to 4 kn
only. With the expanaion of Metropolitan areas there have heen
many satellite townships each with a ¢.B.f. of its gwn. 8o, the
digtance calculation from a single C.B,D. is not enough for
conclugsion. Other than this it wag observed from the experience
of some industrial areas that house rent does not always atrictly

correepond to distance from the central areas of the city.

14



{e}) SI1ZE OF HOUSE:'

[t has alresdy been mentioned earlier that the effective
demand for particular size of housing units is largely determined
by aggredate household income, tagtes and spending habita. of
these, income influences greatly on hou=e rent. Generally, the
higher is the level of income the greater is the demend for
larger and more luxurioue houses, while with lower level of
income the demand will be greater for smaller and cheaper honges.
For Bame type of structures located in a particular area and
gimilar in their environmental condition and service facilities,
the rent levels of smaller unit was found to be higher on a per
square feet basis, than those of lardger structures, which do ot
have the same intensity of effective demand{Nur Habi, 1981). The
house builders, fully knowing the situstion, still have been
constructing bigger epace houses. The reazon behind it wmay be
the larder house has less problem=; fewer tenants involve legs

management, Moreover, the collection af renta frob masy tenants
|

is difficult while it is easier from the fewer. |

[
{d} UTILITY SERVICES:

Thi=z factor alzso contributes a great extent ‘to rent levels
of residential houses. The utillty sepvice faciiitier include
infrastructure, water supply, electricity, gas, and swsarage ete,

Better and improved utility eervices uffect favourably ﬁhile
inadequate wulility eervices affect mdversely on rent levels of

deelling units.

15



{e) ENVIRONMENTAL CHARACTERISTICS OF THE AREA:
[

The physical surroundings of a dwelling pnit and the
environmental condition of the area have influence of  rent
levela, The environmental condition may not inflvence on the
rent level of the dwellings of the low incowe people (i.e. for
sepi-pucca and kutcha structure) but it directly affects the

regidences  where high income people prefers to live. For Lhis

reason larger space house built in Dhanmondi, Gulshan mnd -

Banani commands higher rents than those built elsewhere in the

Cit-:grl

There are many other factors which influence upon the level
of rents of the houses. But thoae factora have not been studied

in any previous researches.

15

R



CHAPTER 3 : RESEARCH METHODOLOGY

d.1. METHODOLOGY : !

For this project work, some primary observationa and
surveys were carried out to get inte the stondy procesns.  Other
than this informations were alsc gathered from the secondary

300rces.

3.1.1. PRIMARY 30OURCE:

4 semple survey was carried on one hundred twenty-one
household units as random sample basis:
Obgervation® were made in the study area and surrounding to get
- Physical condition of the house
- Character and pettern of structures
- Dominating activily in the house.
Interviews were carried out with the concerned tenants mnd

lJandlorde to collect information.

3.1.2. SECONDARY SOURCE:

Beview and analysis of existing data were made to fet

information related to +the project commismsiconed by ¥yarioua

Government depariment or private source.

- Standard statisticel methods were applied for analysing

available data. .

17
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CHAPTER 4: DESCRIPTION OF THE HOUSES AND THEIR DWELLERS:

4.1. SAMPLE CHARACTERISTICS:

The sample was chosen on random sample basis. There was
ne need of cluster sample or pre—selected sample 2ince areas
under study were more or less similar in socio-economic and
residential characteristics. The houses under study were

residences, offices, businese cenires etc,

|
4,2. SOCIO-ECONOMIC,DEMOGRAPHIC AND RESIDENTIAL CHARACTER1STIGCI:

The residents whe gfford to live in these areas have a
variely of socic-economic background. The dwellers constitute a
large number of foreigners. They are either &ttacded te foreign
miszion or Dbusinese miseion. Moreover, a large humber of
foreigners from different countriee with different cast and creed
regide here. 80 it has become a mini interoational englave,
People are usuvally indifferent in nature. They do mpot bother
others jab. ﬁeople with different age and smex enjoy freadon of

speech and culture. The widespread freedom has cast Wome shadows

under the bright sun of modernization.

The foreigners from different countries are habltusted to
be confined with their own environment. Sc, they have organized

their own clubs referring te their own identity such as Aperican

21



Marine Club, Russian Club, Dutch Club, Australism Club, Swedish
Club etc. Some club prohibits entrance for the outsider. HNone
can  enter there axcept membsrs. Some clubs allow guests. Some
clubs are open to all once a week. These clubs provide a wide
range of facilities including swimming pool, tenn{s ground and
_sguash court, cafeterta, bars atc., Other than thjs, these clubs

render some essential services with information regarding

shopping centre and other daily necessities.

Besides the forelgn clubs, some Chinese, Korean, Japanese
and French restauvrants are in operaticn to fulfill the neeas of
the native as well g5 tha foreigners. Recreation societiez have
coma forward to aid with different types of video cassettes on
rants. Some centres have been shut off on charge of corruption
and 1llege] activities. The envirorment and situstion have bDeen
changing the life style of Gulshan-Banani dwellers day by day.
Tha businessman migrated from old Dhaka to Gulshan has lost his
past heritage. Ha has turned his happy home to so-cailed
'¢lub', Geographically Gulshan-Banani is within Dhaka city but
1t stands as 'an other isiand’ with the introduction of different

culture and societyk,

#The idea has been reciprocated in the cover story of "Tha Weskly
Bichitra™ Year 13, Issue 47, on May 3, 1985.
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1.3. HOME OWNRERSHIP, AND RENTER3' ECONOMIC CHARACTERISTICSH:

The dwellers of Gulshan, Danani can be c¢lassified into
two broad gronps viz.{1} those whq live in own housea and (2)
those who live in rentad houses. Now-a-days tenant dwellers
exceeds the number of owner occoupiers. Gulshan-Banani war n
dream of the seventys'. It was planned for the social elitee, to
be implemented by national budget. The lmnds were sold to them
with a token money of Tk, Sixteen thousand per bigha. But it
was resold to the local rich people by the Government. and the
then West Pakistani people at & coat of ten to  hundred times
more than +the buying price. The majorily of the tenants are
foreign miseion and foreigﬁers. Most of the foreign Ewbaasies in
Batigladesh ware located in Qulshan-Banani area. 8o, the biggest
and mosl expenaive houses are occupied by them. Other than the
Embassies, the rest hig and costly houses are leased to the
Embassies for their residencer. Besides Emhassiés, ‘the United
Nations® Missions aAre the next valued customers., | Though most
United Naliens Orgenization(UNO) offices arei located in

N 1
Dhanmnﬁdi, yet the officisls of those offices 11?6 In these
areas, -

The native tenants account to be a minor&tr in these
areas. °“Most of the Bangladeshi tenante belong to Ithﬂ ﬁuslness
men.  Among others, they deal in BShipping, Export-Import,
Indenting and Maen Power Business. There are some privileded

Pangladeshi officials whose residences have been earmarked in
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these areas. However, all those whe live in these areas, are

economically affluent and rich people.

4.4. PIIYSICAL ASPECTS OF THE SURVEYED HWISES:

Moat of the houses in these mareas are two storied Bungalow
pattern building. They are structurally and nesthetical 1y
pleasing and beautiful. Both external and internal decorations
tell the taste and culture of the dwellers. Costly materials from
home and sbroad are used. Roads are set out jun grid-iron
pattern. Proper rosd hierarchy is mainteained. There have been
gufficient open space, green space zaround the honse=s, The
individunal howsing lot occupies about 5 katha to 20 katha landa.
The service facilities like drainage, sewernge, ges, #lectricity

are adequats.
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CHAPTER  5: RERT MARKET IN HIGH CLASS RESIDENTIAL AREAB OF
GULJHAN AND BARANWIL:

H.1. RERT MAHKET:

Tha survey was conducted on 121 housing units on random
sample basis from Gulshan-Banani ares. Theee housgez were more or
legs similar in structure, building materials and ancillary

facilities. These house were categorised as

1. Foreign Office
2. Foreign Residence
3. Pangladeshi Office and

4. Bangladeshi Residence

Dut of 121 selected houses, there were thirteen (13)
foreign offices, sixteen [16) foreign residences, thirty three
{33} Bangladeshi offices, and twentynine (28) Bandiadeshi
residences. On analysis much attention was paid on the rent of
the house per square metre in particular, and maintenance cost
including 1he cost of electricity, gas, security, advance

payment etc. in general.

6.1.1 VARIATION OF HENT LEVELS:

From the survey data it was found that out ol ene hundred
twentyone houses, the higheat Bsnd lowest leepsed houses were

|
rented cut at Tk.90,000.00 and Tk.7,000.00 per month



respectively. But this does not indicate the actual house rent
situation because of different sizes of the houses, The sizes of
houses varied from 213.6 sg.m. to 1360.6 sq.m. and the per sguare
matre rental value wvaried from Taka eighteén: (Tk.}¥.75 per
s8q.fLt.} to Taka one hundred sxityfive [Tk.15.?3 per sq.ft.).
In Table 5.1 these cne hundred twentyone houses are categorized
in 8 groups depending upon their per square metre rate of rent.
The average rent of these one hundred twentyone houses is found

to be Tk.67.27 per sq. metre(or Tk.6.25 per sg.ft.).



TABLE :

8.1

DISTRIBUTTON OF BOUSING UNIT3 BY RENT LEVELA:

Rentfﬂz Mid-value Frequency fiXi  §
in Teka Xi fi
10 ¢ 30 20 7 140 h.78
30 < 50 40 32 1280 26.45
Ko < 70 60 i1 1860} 25.62
YO < 90 BO 29 2320 23.97
80 < 110 100 12 1200 9.%2
110 < 130 120 B 600 4,13
1230 « 150 140 3 420 2.48
150 < 170 160 2 izp 11.65
¥ fi=n=121 ZF ii1Xi=6140 | 100.00

Mean = F FiXi/n = B140/121 = 87.27(Taka}

Scurce: Questioopaire Survey, 1990,
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TABLE : 5.2

YARIATION OF BRENT ACCORDING TO THE SIZE OF THE HOUSE '

Total Floor gspac Bent per M> No. aof Hougses
of the houme in M in Taks surveyed
279 and below T3.79 1]

{3000 and below)

280-464 72,78 37
{ 3001-5000}

465-929 52.00 13
(5001i-18,000}

330 and ebove 33.00 L
(10,001 and above)

Source: guestionneire Survey, 1940,

5.1.2. VARIATION OF RENT ACCORDING T0O 3iZE OF THE HOUBEH:

In Table : 5.2, one hundred twentyone (121} houses are
mgain categorized in 4 growps according to their floor apacesa and
average per %gq. mebre rent of each of the respective group is
shown.  From this table, it iz evident thet the smaller is the
size of the house the higher ig the level of rent. For instance,
the =averagae rent for houses of the size 279 square metre and
below i= Tk.73.79 per aquare metre, while for the hsuges of Lhe
size 930-1393 eq.metre the.average rent is Tk.33.00. Thia
gpecial feature iz a common phenomene to be expected where® there

are more consumers conpeting for a smaller supply of smaller,

28 I



less expensive house=, and more builders congtructing larger,
more expensive ones. It may be wentioned here that this pattern
of rent variation was alsc found between two foreign enbassies
viz. the Enmbassy of Oman and thel of France, which were included
in thie survey. The former poEseRses smsller floor space of
464.5 sq, metre with higher rent of Tk.108.00 per 2q. metre while
the later has larger floor space of 1300.8 gq.metre with lower

rent of Tk.5) per egq. meilre.
TARLE : 5.3

YARTATION OF RENT ACCORDING TO THE TYPE OF LSE

Type of Use of No. of houses Avera%a Rent Maintenance
flousing Units Surveyed per M cost AR a
No=. in Tzka percent of
rent
Foreign 0ffice 13 82.15 45.67%
I
Foreign Residence 18 73.38 . 29,4P%
Bangladeshi Office 33 70.84 + 36,76%
Bangladeshi

Fesidence 28 51.03 22.72%

dource: {uestionnaire Survey, 1950.

3.1.3. VARIATION OF RENT ACCORDING TO THE TYPR OF liRE:

It was alao revealed that there were variations of rant

according to the type of use. The one hundred twentyone (121}

29
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sanple houses were categorized into four different types of us=es,
viz. Foreign Oifice, Foreign residence, Bangladeshi office and
Bangladeshi residence. It im evident from the Table : 5.3 that
rent for foreign office {Tk.82.15 per mzl is much wore higher
than that of Bangladeshi office (Tk.70.B4 per n? J. It may be due
to the fact that the foreign office preferz the most luxurions
houses with high class fittings, fixtures and interior
decorations. Another feature of these findings i= that rent for
foreign office is higher than that of foreign residence. The
similar situation prevails in case of Bangladeshi office and
Bangledeshi residence. The highest rent iz recorded for Foreign
office apd the lowest rent is recorded for Bangladeshi reaidence.
80, according to the descending order, the rate of rents recorded
fur Foreign Office, Foreign residence, Bangladeshi office and

Bangladeshi residence are 82,15; 73.3#; 70.84; and 51.03

regpectively,

5.2, ADVARCE AND MAINTENANCE C(OSTS:

Other than the above findings, it iz evident from the
zurvey that most Dfr the tenants have to make &n advance
eqiivalent to =ix months to one year’s rent at the time of
entering inte the contract. The findindgs, euggested by the
results of the survey, show that the maintenance costs including

electricity, gas, security ete. are higher for offices then theoze
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for residences. This indicates that utilities end services are
consumed more in tﬁe offices than those in the residence. The
average coste of maintenance are found as  45.67X; 289, 48%;
16,76%: and 22.72% of basic rents for foreign officea, foreign
residences, Bangladeshi offices and Bangladeshi residences

respectively.

5.3. RE¥ CONSTRUCTION, ABSORPTION AND SURPLUS:

Gulehen-Benani &areas have been already developed. There
is a few new conastruction in these localities, ‘But there is no
question of surplus because ithe housing mearket already has a
backlag, During the survey a few fo-let noticee were found;
bul this is not an indication of surplus of houses. .It is nilpiy
a trangilion period of transferrving tepancy. 8p, there is little

hope of rental surplus of housing market in these areas.

5.4. FORECAST FUR RENT3 AFTEE FIVE YEARS:

I
From the collected data the compound increaning rate of

rent per year was calculated with the following formtila:

- n
P=P, {14r])

wheres, P = the Tuture renl :
Pu = the prement rent
r = rake of increment
n = number of yeara

1



The compound increasing rate of rent was found io be varying
from an  annwal increase of 4X to 24% . The| inforwation
regarding the change of rent was available from 65 ﬁousing units.
The increasing rates with the mean {average} are Itabulated in

Table : 5.4.

. TABLE : 5.4

FORECAST FOR RENT IN THE YEAR 19%5 (5 YEARS)

Bate of Rent Mid-velue Frequency fiXi X
Increase
F4 Ii fi

4 ¢ B 6 15 ap 23.08
8 <12 10 20 200 30,717
12 < 16 14 12 168 16.4&
16 < 20 18 11 198 16.92
20 ¢ 24 L 7 154 10,77
Zfi = n = BhH ¥ fixi=g10 140. 40

Mean =Zfili/m = Bi0/65 = 12.46X

Source: Questionnaire Survey, 1990,

Taking the wean increasing rate of 12.46%, the present
average per =ugq. ®. rent of Tk. 67.27 shall heve the value of

Tk.121.00 after five years, in the yoar of 1996,
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i The required calculation of this forecast is given below!

™
n

n
P0{1+r]

67.27( 140, 1246)°

H

121.00

S0, a moderate space house of 464.50 8q. m. will cost
Tk. 56,205 in the year of 1995 insteed of present monthly rent of
Tk.31,248. Forecast for rent has not been wmade beyohd 1395
beceuse of the uncertminties of the future rent market which is
very much dependent upon the demand end supply situaticn of the

houging market,

b. 5. FINANCIAL RETURN ON INVESTMENT IN HOUBING:

Though there is great demand ino the housing wmarket, yet
the comnercial land lords are not taking interest to econstruct
new houses since the rate of return of money in this sector is
not very much attractive. 4ccording to present market price,
the construction cost of a high class residence is abolt Th.8073
to Tk.9149 per sg.m. (Th.750 to Tk.850 per sq.ft.) a;d that of a
woderate residence iz about Tk,8458 to Tk.6%97 per ea: @ (Tk,500

‘to Tk.650 per aq.ft.)¥. Considering thie rate, & high class
“housing unit of 557.42sg.m {6000 sg. fi.) Lusta about
. Tk,70,00,000 and a moderate housing unit of 278,70 sq.m. (3000
8q.ft)} costs about Th.40,00,000 including the land costs. If

these houses were leased out at aversge rent of Tk.67.27 per

3 Source: Information collected during field surveye.
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aq.m. the yearly rent collection would be Tk.4,45,972 and
Tk.2,24,978 respectively. If these were the grose return from
the capital of Tk,70,00,000 and Tk,40,00,000, the rate of return

would be 6.43% and 5.62% per annum respectively.'

The net return from the investment will be wpuch lower
because the net return is calculated on construction cost after
gubtracting the recurring housing costs from the rental income,
and also depreciation cost of the Luilding. Recurring costs are
meant to include e&ll the housing costs that the household pay
reguiarly except those of morlgage rep;yment {if mey}. According
to Mr. A.S5,M. Abdul Quium, the net financial rate of return in
housing of Dhaka city was 5.4 percent ﬁs depicted in his +thesis

entitled "Financing of Urban Housing" in 1978.

From these calculationz the conclusion is obvious that at
pregent the rate of return on housing, =after taxation, is
relatively low. Naturally this does not provide incentives for
large scale private investment. But on the other hand, if these
investments were deposited in Bank or invested on other avenues
of investment, inetemd of housing, the interest rates would be
much higher than those from rent ¢ollection. Hence, until the
income from the house rent exceeds the opportunily cost of
capital, the commercisl land lords will not be encouraged to
invest poney in housing. However, commercial motive deoes not

have a doninant role on investment in housing, specially in high
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class  residential housing. Other aspects like pride of

ownership, sense of security, prestige and status play a greater

role on investment in high class residences.
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CHAPTER 6 : SUMMARY FINDINGS AND CONCLUSION

6.1. SUMMARY FIKDINGS:

The high class residential areas of Gulshazn and Banani are
i mostly inhabited by the foreigner= and affluent groups of the
'urban society. Most of the houses in these areas mre bzilt over

generong plots of 10 to 15 Kalhas. The houses arq architectural-
!
ly modern and aesthetically beauliful. These are also provided

"with modern amenilies and facilities. Mest of Ehﬁl houses are

" rented. There &nre very few owner-occupiers in pha' Ares, The

tenanls are mostly high-income people belonging to the groups

1

‘of businessmen, contractors, politicians and foreigners. Be-—
i

1

,sides, business offices, foreign offices, enbassies and other

‘foreign mission offices are located in the arens,

The study reveals that the houses rented out to ' the

1

foreigners fetch handsome renb return lor the house owners, But
'Lthe houses rented out to the local tenants do not fetch as zuch
'as from the foreigners, and in many cases these rent returnz are

not attractive for property owners. The average rent return From

ithe local tenants iz low compared to alternative avenues of

inveatwent to attract substantizl investment in this sgector.

‘Mereover, the number of {oreign tenants are limited somppared  to

the supply of houses in such areas.
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From the study it i= also revealed that the smaller ie the
gize of tge houge the higher is the leve} of rents per square
meter (. or per 8q.ft.). Thie clearly indicates that the big,
gpacious and luxurious houses have limited denaﬂd in the rental
narket. Being unaware of this mituation of rental market, more
builders are constructing larger and expensive houses in these

4Areas.

6.2. CONCLUSION:

The atudy has examined only a few factors affecting the
rent market in high class residential areans. The:study could aot
examine many more factors like amenities enjoyetd by the plot,
effect of adjacent environment, Lhe plot sizes ete. which very
much affect the rent levels., Due to the unavailsbility of dala

and due to the constraints in time and budget, thegstudy had to

' be confined to a limited scope. With thiz limited tnderstanding

" it is very difficult to make any epecific recommendsation for =

policy of high-class residential developmnent. But the satudy

. indicates that there is a wide variation of rental market of

- high-class residential areas. Policies should be formulated to

make the rental market more uniform and stable. However, further
regearch and studies are required before such policies are

prepared.
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APPERDIX - 1 : UENERAL SURVEY QUESTIONNAIRE

BANGLADESH UNIVERSITY OF ENGINEERING ARD TECHNOLOGY ,DHARA

DEPARTMERT OF URBAN AND REGIONAL TLANNING.

1.

Name of the Area

Eoad No. - :
{Identify the plot on Map)

Bize of the plot
Plinth Area

No, of stories
Total Floor Area
Garage Area
Guard Shed
Servant’s Quarter

Distance of the honge
from main roed

Ancillary facilities

Noe. of Air Coolers

Other facilitiea {apecify}:

Name and Cccupation of
the tenant

Syatem of Eent/Lease

Amount of Rental/Lezsged
Space

House Eent

Flot No:

gft/Katha

sft

38
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8. Other Expenzes

(a)
(b}
(c)
{d)
(e)

5. Year of Rent Agreenment

Electricity

Taka Per Month

Gas

Taka Per Month

Taka Per Month

Water

Taks Per Month

Security Expensze

Other (specify)

Taks FPer Month

Month Year

10. Amount of Advance Money/

Leagsed Money Paid : Tk,
11. Any Change in Eenb in

Future :, Th.
12. Previom=a Rent : Tk.

NAME OF THE INTERVIEWER

DATE

Tear

Tear
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