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Abstract
This paper estimates demand for housing and its attributes in urban Bangladesh using a survey of
4400 owner, renter and squatter households. The results revealed that housing demand is inelas-
tic with respect to income and price; and price elasticity is less than income elasticity in absolute
terms. Estimates of demand for housing attributes showed that owner and renter households
value structural quality, sanitation and electricity, as well as a living room and dining room/kitchen.
Squatter households value living space, pit latrine, water supply and electricity, but place less
emphasis on structural quality. Irrespective of these submarkets, income improvement strategies
are likely to be the most effective means of enhancing housing consumption. The rental submar-
ket might be improved by rent liberalisation, while slum improvement strategies should focus on
tenure security and incremental improvement. However, contrary to current practice, the
emphasis should be on the size of squatter dwellings rather than on their structural quality.
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Introduction

The role of cities and towns are vital for
national development in Bangladesh. The
urban residents, 28% of the total popula-
tion, contribute over 50% of GDP (United
Nations Children’s Fund – Bangladesh,
2010). However, such contribution is con-
strained by the poor quality of life resulting
from poor physical capital, including hous-
ing and urban amenities. The existing back-
log of dwellings and poor quality of
amenities in urban areas indicate that preva-
lent urban policies and programmes are not
properly designed/implemented to fulfil the

demand of housing and its attributes. For
example, about 35% of the population in
the largest six cities – Dhaka, Chittagong,
Khulna, Rajshahi, Barisal and Sylhet – was
living in slums in 2005 (Angeles et al., 2009).
The Household Income and Expenditure
Survey (HIES) also sheds light on inade-
quate urban services in Bangladesh
(Bangladesh Bureau of Statistics, 2010).
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Despite the pathetic conditions of housing
and its attributes, no efforts have been made
to establish demands or reveal preferences
for these basic inputs. Even the draft
Bangladesh’s National Urban Sector Policy
has called for an assessment of housing sup-
ply and demand, as well as the collection,
analysis and dissemination of information
about housing markets on a regular basis in
order to create an efficient housing market
(Committee on Urban Local Governments,
2011). However, no efforts have been made
in this direction. This study seeks to fill this
knowledge gap and estimates housing
demand and the demand for housing attri-
butes in owner, rental and squatter submar-
kets of urban Bangladesh.

Urbanisation in Bangladesh

Urbanisation trend and spatial structure

About 41.5 million people, 28% of the total
population, were living in urban Bangladesh

in 2010. The annual growth rate of the urban
population is higher than that of the rural
population, consequently the urbanisation
level is expected to increase (Figure 1) (United
Nations Department of Economic and Social
Affairs (UNDESA), 2011). By 2025, urban
population is expected to reach 63 million, 1.5
times current level, with an average annual
growth rate of 2.8%. Bangladesh’s urbanisa-
tion, similar to developing economies, can be
attributed to natural increase in urban popu-
lation, territorial extensions and change in
definition of urban area, and rural to urban
migration. The third component accounted
for 40% of national urban population change
during 1974–1981 (Islam, 2006).

Bangladesh has a broad spectrum of
urban areas, comprised of 532 urban centres
in 2001. The urban centres included one
mega city (over 10 million population); three
metropolis (500,000 ~10 million); 17 cities
(100,000 ~ 499,999); 126 medium size towns
(25,000 ~ 99,999); and 390 small towns (pop-
ulation below 25,000) (Figure 2) (Nazem,
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Figure 1. Urban and rural population growth trend in Bangladesh, 1950–2025.
Source: UNDESA (2011).
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2011). The pattern of urbanisation exhibits
primacy with the capital city – Dhaka. It
accommodates 15.4 million urban dwellers,
about 37% of total urban population of
country. The largest three cities after
Dhaka constitute about 18% of total urban
population – Chittagong (5.0 million),
Khulna (1.7 million) and Rajshahi (0.9 mil-
lion). These four cities collectively accom-
modate 55% of the urban population,
which are also known as Statistical
Metropolitan Areas (SMAs).

Characteristics of households and housing
stock

The socio-economic characteristics of house-
holds determine housing consumption;
therefore, these characteristics should be
understood to appreciate the outcomes of
the housing stock in urban Bangladesh.
Bangladesh is one of the poorest countries
in the world. According to a recent estimate,
21% of urban households (head count ratio)
were poor (of these 7.7% were very poor); a
little better than the rural households, where
the poverty level was 35.2% (of these 21.1%
were very poor), using the cost of basic
needs method. Nevertheless, poverty has
reduced both in urban and rural Bangladesh
by approximately 7% from 2005 to 2010
(Bangladesh Bureau of Statistics (BBS),
2011). Average monthly consumption
expenditures (AVMCE),1 a proxy to income,
were more or less the same in owner and
renter households (owner – 12,045 BDT2

and renter – 11,526 BDT) but squatter
households consumed only 6825 BDT,
roughly half of the owner/renter households
(Table 1). The squatter households also lack
education attainment, such as lower inci-
dence of literacy and higher education in
comparison with owner and renter house-
holds. For instance, the proportions of
households’ head without any formal educa-
tion (HHH-edu1) in owner, renter and

squatter were 39%, 32% and 65%, respec-
tively. The same pattern was also observed
with higher education, graduation/profes-
sional degrees (HHH-edu4), where corre-
sponding values were 10%, 18% and 2%.
Moreover, squatter households were dispro-
portionately male-headed (90%) with
smaller household size (3.98) in comparison
with owner (86%, 4.69) and renter (89%,
4.09) households.

Mostly, but not exclusively, urban poor
live in informal settlements. Roughly 40%
of low-income urban households do not
have access to adequate housing3 (Nawaz,
2004). In urban Bangladesh, estimated hous-
ing shortages were about 1.0 ~ 1.5 million,
with about 500,000 dwelling units added
annually (Nenova, 2010). Moreover, only
28% of urban housing stocks were com-
posed of permanent dwelling units – brick/
cement walls and concrete roof (Bangladesh
Bureau of Statistics, 2010). As expected,
owner-occupied housing stock was in better
condition. For example, the average size of
owner-occupied dwellings was (44.4 m2)
more than twice that of squatter dwellings
(21.5 m2), while the average size of a rental
dwelling was 35 m2. The owner-occupied
dwellings were large in size, but rental dwell-
ings were overall of better quality. For
instance, access to poor quality toilets in
rental dwellings was only 21%, in compari-
son with 34% in owner-occupied dwellings.
In the same way, access to drinking water
from any sources maintained by the statu-
tory bodies/non-government organisations
was 35% in rental housing stock, while only
13% in owner housing stock. Rental dwell-
ings also had better structural qualities in
comparison with owner-occupied dwellings.
As expected, squatter dwellings were of the
worst quality, such as small size, poor struc-
tural quality and inadequate access to urban
amenities.

Broadly, urban housing stocks can be
classified into formal and informal sectors.
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The housing stock in the formal sector
includes public, cooperative, private and
individual housing. While the informal sec-
tor housing stock consists of private, slum
and squatter housing. The role of public
agencies in housing delivery of low-
income/informal households is marginal.
As Islam (2012) pointed out, public agen-
cies do not play a pro-active role in provid-
ing low-cost housing but reactive measures
against proliferation of informal settle-
ments, such as re-locations and evictions
(personal communication, 6 April). Table 2
elaborates typologies of housing stocks
with important key players. The key play-
ers in formal-sector housing are the
Ministry of Housing and Public Works
through the Public Work Department
(PWD), the National Housing Authority
(NHA), the Development Authorities and
the Cooperative societies. While informal
sector housing is mainly operated through
an individual effort in many capacities such
as self-help housing.

Although data or estimates are not avail-
able about the composition of housing
stocks in urban Bangladesh, a rough esti-
mate of Dhaka’s housing composition can
illustrate a national picture. In early 2000s,
Dhaka had 60% informal and 40% formal
dwelling units (Islam, 2004). The formal-
sector housing stocks was composed of pub-
lic (10%), cooperative (less than 1%), pri-
vate formal (5%) and individual formal
(25%), while informal sector housing stocks
consisted of private informal (21%), slum/
squatter (35%) and others (4%) (Islam,
2004). In sum, the informal sector contri-
butes a large share of housing, including
35% slum/squatter housing, and their dwell-
ing conditions were poor as revealed by the
HIES (BBS, 2010) (Table 1). The large share
of informal dwellings is the result of inade-
quate supply of formal housing, as prevalent
in South Asian cities.

Conceptual framework of
estimations and data set

Estimations of housing demand

This study used a methodological frame-
work from well-established housing econom-
ics literature setting out a model of housing
demand, housing supply and market equili-
brium. The demand for housing depends on
the price of the dwelling and demographic
characteristics of the household, including
household’s income. The demand analysis
postulates a relationship between the quan-
tity of housing demanded, its relative price,
the household’s income and demographic
characteristics. In this context, one can iden-
tify Qh = f (Ph, Y, H1, H2.), where, Qh is
the quantity of housing services demanded;
Ph is the relative price of housing; Y is the
income of household and Hi (i =1 . I) are
the household characteristics.

However, measurements of these vari-
ables are critical, particularly, Qh, Ph and Y.
In this study, quantity of housing services
demanded (Qh) is measured by floor area
consumption per household. Another equiva-
lent variable could be expenditure on hous-
ing in the form of rent. Relative price of
housing, Ph, measured by revealed price of
dwelling per unit floor area. Another equiva-
lent measurement for housing price could be
rental value or sale/purchasing value. Our
data set includes rental value (actual rent for
renter households and imputed rent for
owner households) and revealed price of
dwelling in response to a question ‘if you
want to buy or construct a dwelling just like
this, how much money would you have to
pay?’ Alternatively the estimates also used
‘rental value’ instead of ‘revealed price’ but
did not find higher explanatory power of the
models. Income of household Y could be
explained by the household’s consumption
expenditure or household’s income from all
sources. Fortunately, we have both variables
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in our data set. However, previous studies
showed that consumption expenditure seems
to be more stable over income. This study,
therefore, used household’s average monthly
consumption expenditure (AVMCE) as a
proxy for income. Furthermore, analysis
included household characteristics: size of
household, religion, gender of household’s
head, marital status of household’s head,
age of household’s head, remittance status
of household and locations (4 SMAs, 7
regions and 94 thana). The location variables
control specific variations associated with
spatial context. More precisely, equation (1)
shows housing demand model and also func-
tional form following previous studies
(Ahmad et al., 2013b; Mehta and Mehta,
1989; Tiwari and Parikh, 1998). Table 1 pre-
sents definitions and descriptive statistics of
these variables.

Log Qhð Þ = b0 + b1Log Phð Þ
+ b2Log Yð Þ+b3 NREM or IREMð Þ
+ b4 HH � sizeð Þ
+b5(HH � religion : Islam)

+ b6 HHH � gender : maleð Þ
+ b7 HHH � marital statusð Þ
+ b8 HHH � ageð Þ
+b9 HHH � education levelð Þ
+ b10 HH location1 � SMAð Þ
+ b12 HH location2 � regionsð Þ
+ b11(HH location3 � thana) e ð1Þ

Estimations of demand for housing
attributes

It is assumed that households consume a
bundle of housing attributes H(h1, h2, .
hn) in addition to other composite commod-
ities X whose price is unity. They maximise
the utility U(h1, h2, . hn :X) subject to their
budget constraint Y= X+P(H) where Y is
the household’s income; X is the price of
commodities and P(H) is the price of the
housing. This implies that the demand for

housing attributes can be estimated in the
form of a hedonic function P = P(h1, h2, .
hn), through which the marginal valuation
of each housing attribute is estimated by
regressing housing value on housing attri-
butes h1, h2, . hn (Green and Malpezzi,
2003). Equation (2) presents the hedonic
price function form used in the estimation of
housing characteristics. Table 1 also presents
definitions and descriptive statistics of these
variables (lower panel).

Log Phð Þ = b0 + b1Log Qhð Þ
+ b2Log number of roomð Þ
+ b3 types of latrinesð Þ+b4(type of

water supply)+b5 Dummy� electrifiedð Þ
+ b6 Dummy � separate kitchenð Þ
+ b7(Dummy � separate dining)

+b8 Dummy structural quality1 � wallð Þ
+b9 Dummy structural quality2 � roofð Þ
+ b10 Housing location1 � SMAð Þ
+b12 Housing location2 � regionsð Þ
+b11(Housing location3 � thana) e

ð2Þ
Data set

This study uses a nationally representative
micro data, Household Income and
Expenditure Survey (HIES) – 2010, collected
by the Bangladesh Bureau of Statistics
(BBS), an apex organisation of the Ministry
of Planning, Government of Bangladesh.
This data set was collected based on a two-
stage sample design of 612 primary sampling
units (PSU), from 16 strata (six rural, six
urban and four Statistical Metropolitan
Areas). The sample design was based on
rural, urban and SMAs households and not
owner, renter and squatter households, as
analysed in this study. The analyses for
owner and renter households included all
subsystems of formal sector and private
informal subsystems, while squatter house-
holds did not classify in this line because of a
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small sample size (see notes, Table 2). The
HIES-2010 surveyed 4400 urban households
from Bangladesh, where housing demand
estimates used 2807 owner, 954 renter and
110 slum households, while demand for
housing attributes estimates used 2841
owner, 1407 renter and 110 slum house-
holds. Additions of these sample sizes by
subsystems do not match the total urban
households because of missing values of
some of the variables used in the estimates.
Out of 4400 households, 1120 (25.5%) were
from SMAs (Dhaka, Chittagong, Khulna
and Rajshashi) and the remaining from non-
SMAs. The distribution of samples by divi-
sions were as follows: Barisal (300; 6.8%),
Chittagong (780; 17.7%), Dhaka (1440;
32.7%), Khulna (700; 15.9%), Rajshahi
(600; 13.6%), Rangpur (380; 8.6%) and
Sylhet (200; 4.5%). The survey covered vast
socio-economic information such as educa-
tion, health, migration, economic activities
and wage employment, enterprises (agricul-
tural and non-agricultural), housing, income
and assets (including remittances), and con-
sumption. Most of the variables were at
household level and a few of them at individ-
ual level. Particular to our study, the survey
had detailed information about households’
characteristics – income from all sources,
consumption expenditure, socio-economic
characteristics and remittances details. The
survey included housing characteristics – size
of dwelling, revealed value of housing, rents
(imputed rents), number of rooms and access
to urban services. These data were collected
using Data Entry Program (DEP) which had
the provision of detecting validity and con-
sistency errors. In addition, the HIES-2010
had the scope of data correction at field level
by revisiting the primary sampling units
(PSUs) by the field supervisors in case of
detection of error by the DEP. Therefore,
the data set seems to be well validated and
calibrated of any possible errors.

Estimates of housing demand

Table 3 presents estimations of housing
demand for owner, renter and squatter
households. All models showed high level of
goodness to fit, adjusted R2 ranged between
0.33 and ~ 0.66. The models found multicol-
linearity within an acceptable range.

Price and income elasticities

Price of housing and income of household
were the most important predictors of hous-
ing consumption, as revealed through stan-
dardised coefficients. The coefficients of
price and income variables were significant
and inelastic in all models. Price elasticities
for owner, renter and squatter households
were 20.18, 20.05 and 20.07, respectively.
Therefore, a 10% increase in housing price
reduces housing consumption by 1.8%,
0.5% and 0.7% in owner, renter and squat-
ter households, respectively, ceteris paribus.
The owner-occupied households are
adversely affected by the increasing price of
dwellings. Whereas, a 10% increase in
household income augments housing con-
sumption by 6.9%, 6.7% and 3.9% in
owner, renter and squatter households,
respectively, as revealed from income elasti-
cities. Since income elasticities were higher
than dwelling price elasticities in absolute
terms, therefore income of households has
greater influence on housing consumption
than the dwelling price. Moreover, income is
less effective in enhancing housing consump-
tion in squatter households in comparison
with owner/renter households.

This study also estimated income and
price elasticities by income groups (dividing
households into three equal groups: low,
middle and high) without considering
tenure, on aggregated 4400 households. The
results showed small variation in price elasti-
cities – low (20.12), middle (20.16) and
high (20.11) – but large variation in income
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elasticities – low (0.42), middle (0.49) and
high (0.82). It means housing demand expo-
nentially increases with income improve-
ment. In the near future, household income
is expected to increase (Narayan et al.,
2007); therefore, enabling strategies should
be made to meet increased housing demand.

These results are similar to findings from
other developing countries. Generally,
income and price elasticities are inelastic,
and income elasticities are greater than price
elasticities, in absolute terms (Malpezzi and
Mayo, 1987). Previous studies revealed very
little difference between income and price
elasticities of owner and renter households.
This study, however, showed very little dif-
ference in income elasticities but a signifi-
cantly large difference in price elasticities
between owner and renter households.

Table 4 presents a comparison of income
and price elasticities among selected studies
from developing countries cities/regions.
Most of these studies have divided the hous-
ing market into owner and renter, except
Ahmad et al. (2013b), who considered slums
in Delhi. Slum households in Delhi showed
high price elasticity (0.77) but non-
significant income elasticity. The results of
squatter households in Bangladesh differ
from those in Delhi in two aspects: the

squatter households of urban Bangladesh
had low price elasticity (20.17); and income
elasticity was significant and of high magni-
tude (0.39). It means squatters of urban
Bangladesh need income improvement pro-
grammes, despite low income elasticity, in
comparison to their counterpart owner/ren-
ter households, to enhance housing con-
sumption, unlike price reduction strategies
in Delhi’s slums. Perhaps, this difference is
the outcome of Delhi’s land policy, where
land supply for low-income households is
meagre (Ahmad et al., 2013a; Sivam, 2002,
2003).

Household and location characteristics

In addition to income and price, this study
also examined effects of household charac-
teristics and locations on housing consump-
tion. Mayo (1981) showed that results of
demographic variables are muddled and dif-
ficult to compare across studies. In our
study, an older household head consumed
more housing. More precisely, with an
increase of household head’s age by 10
years, the housing consumption increased by
8% in owner and 5% in renter households,
a similar result revealed from urban India
(Tiwari and Parikh, 1998). Education

Table 4. Selected estimates of income and price elasticities of housing demand in developing countries.

Study area Price elasticity Income elasticity

Owner Renter Sluma Owner Renter Sluma

Ahmedabad, India (Mehta and Mehta, 1989) 20.4 20.8 – 0.2 0.17~0.43 –
Karachi, Pakistan (Lodhi and Pasha, 1991) – – – 0.6 0.71 –
Ibadan, Nigeria (Arimah, 1994) – – – 0.56 0.88 –
Mumbai, India (Tiwari and Parikh, 1997) 20.21 20.75 – 0.33 0.38 –
Urban India (Tiwari and Parikh, 1998) 21 21 – 0.9 0.9 –
Sindh province, Pakistan (Ahmad et al., 2002) – – – 0.14~0.18 0.62~0.83 –
Delhi, India (Ahmad et al., 2013b) 20.52 230 20.77 0.81 0.84 0.09 (n.sign)
Urban Bangladesh (this study, 2013) 20.184 20.058 20.172 0.69 0.670 0.391

Notes: n.sign: non-significant at 90% level; –: not estimated.
aSlum households also include squatters.
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attainment also affects housing consump-
tion. For instance, in owner and renter
households, with graduate (or more)/profes-
sional degree household’s head consumed
25% and 50% more floor area, respectively,
in comparison with illiterate household
heads, ceteris paribus. This study did not
reveal any significant effect of household
size or gender of household head on housing
consumption. In owner-occupied house-
holds, currently married household’s head
consumed 12% less floor area in comparison
with divorced, separated and widowed
household’s head, ceteris paribus.

Interestingly, renter and squatter house-
holds located in SMAs consumed 28% and
22.5% less floor area in comparison with
non-SMAs located households, provided
other factors remained constant. Possible
reasons for reduced housing consumption in
renter/squatter households in SMAs could
be inadequate supply of housing/land and
large-scale temporary and seasonal migrants.
The migrants might squeeze their housing
consumption in order to fulfil other needs
including sending remittances to their family.
These findings draw attention to provision
of housing in rental and squatter submarkets
in SMAs. Additionally, housing demand
remarkably varied across the regions. In
comparison with Barisal, other regions con-
sumed less floor area, ceteris paribus. For
instance, owner households located in
Sylhet, Khulna, Chittagong and Dhaka con-
sumed 48%, 27%, 21% and 11% less floor
area respectively, compared with Barisal-
located households (see Figure 2 for spatial
location).

Estimates of demand for housing
attributes

Table 5 presents estimates of demand for
housing attributes in owner, renter and
squatter households. All equations showed

high goodness to fit, with adjusted R2

between 0.40 and ~ 0.51.

� The quantity of housing (dwelling size)
is one of the important determinants of
housing value. An addition of a room in
owner, rental and squatter dwellings
increased dwelling values by 9.5%,
10.8% and 36.3%, respectively. It
showed relative importance of living
room in squatter households, where
addition of a room increased dwelling
value 3.5 times in comparison with
owner/rental dwellings.

� Structural quality of dwelling – wall and
roof made up of permanent materials –
fetched significantly large sums of dwell-
ing values in comparison with wall/roof
made of temporary materials. For
instance, a dwelling with permanent roof
materials (brick/cement) fetched about
34% more dwelling value in comparison
with a dwelling of temporary roof mate-
rials (CI sheet/wood, tile/wood, hemp/
hay bamboo and others) in owner/rental
dwellings. However, such structural
attributes were not significant for
squatters.

� Access to better quality of toilet fetched
large sum of dwelling values. A dwelling
with sanitary or permanent latrines was
better valued than the latrine-pit. A
dwelling with pit latrine fetched 11.5% ~
32% more dwelling values than tempo-
rary/others forms of latrine. This finding
revealed demand for better quality of
toilet, irrespective of tenure.

� One interesting finding revealed that
access to water supply in squatters
fetched 127% more dwelling value in
comparison with ‘other’ sources of water
supply. Also electrification fetched about
52% more dwelling value in comparison
with non-electrified dwelling, holding
other variables constant in squatter
households. In urban Bangladesh, these

Ahmad 13

 by guest on April 14, 2014usj.sagepub.comDownloaded from 

http://usj.sagepub.com/
http://usj.sagepub.com/


T
a
b

le
5
.

E
st

im
at

io
n

re
su

lt
s

o
f
d
em

an
d

fo
r

h
o
u
si

n
g

at
tr

ib
u
te

s
in

u
rb

an
B
an

gl
ad

es
h
,2

0
1
0
.

O
w

n
er

R
en

te
r

Sq
u
at

te
r

C
o
ef

.
p-

va
lu

e
B

et
a

C
o
ef

.
p-

va
lu

e
B

et
a

C
o
ef

.
p-

va
lu

e
B
et

a

N
u
m

b
er

o
f
ro

o
m

s
0
.0

9
5

0
.0

0
1
*
*
*

0
.1

1
9

0
.1

0
8

0
.0

0
2
*
*
*

0
.1

2
0

0
.3

6
3

0
.0

0
5
*
*
*

0
.2

7
8

Fl
o
o
r

ar
ea

(m
2
)

(l
o
g)

2
0
.5

3
5

0
.0

0
1
*
*
*

2
0
.3

3
3

2
0
.3

6
4

0
.0

0
1
*
*
*

2
0
.2

8
4

2
0
.8

0
4

0
.0

0
1
*
*
*

2
0
.4

4
5

La
tr

in
e-

sa
n
it
ar

y
(r

ef
:
la

tr
in

e-
p
it
)

0
.2

6
1

0
.0

0
1
*
*
*

0
.1

0
0

0
.4

8
2

0
.0

0
1
*
*
*

0
.2

2
0

2
0
.2

5
5

0
.4

6
0

2
0
.0

8
7

La
tr

in
e-

p
er

m
an

en
t

(r
ef

:
la

tr
in

e-
p
it
)

0
.1

0
2

0
.0

5
2
*

0
.0

3
7

0
.3

0
4

0
.0

0
1
*
*
*

0
.1

3
7

2
0
.4

5
8

0
.1

7
5

2
0
.1

7
0

La
tr

in
e-

te
m

p
o
ra

ry
/o

th
er

s
(r

ef
:
la

tr
in

e-
p
it
)

2
0
.2

2
0

0
.0

0
1
*
*
*

2
0
.0

8
6

2
0
.3

2
4

0
.0

0
1
*
*
*

2
0
.1

1
5

2
0
.8

9
5

0
.0

0
9
*
*
*

2
0
.4

0
7

D
w

-s
u
p
p
ly

w
at

er
(r

ef
:
o
th

er
s)

a
2

0
.0

8
0

0
.4

8
1

2
0
.0

2
8

2
0
.4

3
6

0
.0

0
1
*
*
*

2
0
.2

0
9

1
.2

7
5

0
.0

8
2
*

0
.4

1
5

D
w

-t
u
b
e

w
el

l(
re

f:
o
th

er
s)

a
2

0
.0

2
6

0
.8

1
5

2
0
.0

0
9

2
0
.3

5
5

0
.0

0
2
*
*
*

2
0
.1

6
7

0
.9

7
3

0
.1

0
4

0
.3

3
7

D
w

el
lin

g
el

ec
tr

ifi
ca

ti
o
n

(y
es

=
1
)

0
.3

4
4

0
.0

0
1
*
*
*

0
.1

0
3

0
.3

5
4

0
.0

0
6
*
*
*

0
.0

6
5

0
.5

2
6

0
.0

1
8
*
*

0
.2

1
3

Se
p
ar

at
e

d
in

in
g

(y
es

=
1
)

0
.2

6
3

0
.0

0
1
*
*
*

0
.0

9
3

0
.1

1
8

0
.1

4
6

0
.0

4
6

0
.2

1
9

0
.8

2
0

0
.0

2
0

Se
p
ar

at
e

ki
tc

h
en

(y
es

=
1
)

2
0
.1

4
7

0
.0

0
1
*
*
*

2
0
.0

4
9

2
0
.0

7
3

0
.2

5
4

2
0
.0

2
5

0
.1

2
3

0
.5

3
1

0
.0

5
6

W
al

l
st

ru
ct

u
re

(b
ri

ck
/c

em
en

t
=

1
)

0
.3

1
9

0
.0

0
1
*
*
*

0
.1

3
6

0
.1

2
7

0
.0

3
2
*
*

0
.0

5
7

2
0
.0

1
0

0
.9

6
8

2
0
.0

0
4

R
o
o
f
st

ru
ct

u
re

(b
ri

ck
/c

em
en

t
=

1
)

0
.3

4
7

0
.0

0
1
*
*
*

0
.1

2
1

0
.3

4
3

0
.0

0
1
*
*
*

0
.1

6
0

0
.2

7
1

0
.4

6
2

0
.0

6
8

SM
A

0
.7

8
0

0
.0

0
1
*
*
*

0
.3

3
3

0
.6

7
3

0
.0

0
1
*
*
*

0
.2

7
0

0
.0

0
7

0
.9

7
5

0
.0

0
3

C
h
it
ta

go
n
g

(r
ef

:
B
ar

is
al

)
0
.5

4
1

0
.0

0
1
*
*
*

0
.1

7
4

0
.8

3
7

0
.0

0
3
*
*
*

0
.3

0
6

2
.4

5
9

0
.0

0
5
*
*
*

0
.7

0
4

D
h
ak

a
(r

ef
:
B
ar

is
al

)
0
.4

6
5

0
.0

0
1
*
*
*

0
.1

9
6

0
.4

3
3

0
.1

0
4

0
.2

0
2

1
.7

0
8

0
.0

4
6
*
*

0
.6

7
3

K
h
u
ln

a
(r

ef
:
B
ar

is
al

)
2

0
.1

4
6

0
.2

5
6

2
0
.0

3
9

2
0
.0

4
0

0
.8

5
7

2
0
.0

1
1

1
.8

0
7

0
.0

4
1
*
*

0
.7

3
3

R
aj

sh
ah

i
(r

ef
:
B
ar

is
al

)
0
.1

2
9

0
.2

6
8

0
.0

3
7

0
.3

5
6

0
.1

7
0

0
.0

5
6

1
.9

4
7

0
.0

2
5
*
*

0
.7

7
6

R
an

gp
u
r(

re
f:

B
ar

is
al

)
0
.5

6
2

0
.0

0
1
*
*
*

0
.1

3
5

1
.1

8
4

0
.0

0
1
*
*
*

0
.1

6
3

1
.7

9
4

0
.0

4
5
*
*

0
.4

0
5

Sy
lh

et
(r

ef
:B

ar
is

al
)

2
0
.1

5
8

0
.4

0
2

2
0
.0

2
3

2
0
.9

4
9

0
.3

5
8

2
0
.1

6
4

1
.5

8
6

0
.1

0
0

0
.2

1
6

C
o
n
st

an
t

4
.4

0
3

0
.0

0
1
*
*
*

.
1
.8

6
3

0
.1

8
5

.
2
.9

4
2

0
.0

0
8
*
*
*

.
N

2
8
4
1

1
4
0
7

1
1
0

A
d
ju

st
ed

R
2

0
.5

1
2

0
.4

5
5

0
.4

0
3

N
ot

es
:
O

w
ne

r
an

d
re

n
te

r
eq

u
at

io
n
s

u
se

th
an

a
as

fix
ed

ef
fe

ct
.
E
qu

at
io

ns
u
se

w
ei

gh
t.

D
V

=
lo

g
o
f
am

o
u
nt

n
ee

d
ed

to
b
uy

/b
u
ild

su
ch

d
w

el
lin

g
p
er

m
2
.

a O
th

er
s

in
cl

u
d
e

p
o
n
d
/r

iv
er

,
w

el
l,

w
at

er
fa

ll/
st

ri
n
g

et
c.

*
*
*
p

\
0
.0

1
,*
*
p

\
0
.0

5
,*

p
\

0
.1

.

So
ur

ce
:
B
an

gl
ad

es
h

B
u
re

au
o
f
St

at
is

ti
cs

(2
0
1
0
).

14 Urban Studies

 by guest on April 14, 2014usj.sagepub.comDownloaded from 

http://usj.sagepub.com/
http://usj.sagepub.com/


two urban amenities are proxy for tenure
security, therefore, availability of these
amenities showed drastic improvement
in dwelling values.

� Access to drinking water through public
services/tube well reduced dwelling val-
ues in comparison with other forms of
drinking water in renter households, but
the same was negative but not significant
for owner households. This result was
ambiguous to our assumption; ideally it
should increase rental values. An estima-
tion (not presented here) with all sources
of drinking water in categorical variables
(six classes rather than present three)
showed none was significant except ‘oth-
ers’ (which was not specified in the data)
revealed significant. The ‘others’ cate-
gory might be access to bottled water or
some better form of drinking water that
might have influenced the results.

� The demand for housing attributes also
varied across the regions in owner, renter
and squatter households. For instance,
households living in Rangpur, Dhaka
and Chittagong have high demand for
housing attributes in comparison with
Barisal region households. To achieve a
balanced spatial development, housing
programmes should eliminate these gaps.

Conclusions

This study estimated housing demand and
the demand of housing attributes in urban
Bangladesh, using HIES – 2010. To the best
of our knowledge, this is the first attempt to
analyse Bangladesh’s urban housing markets
empirically. Descriptive analyses showed
that socio-economic characteristics of owner
and renter households were comparable but
squatter households remained in a disadvan-
taged position. Surprisingly, renter house-
holds had better dwelling quality than owner
households.

The estimates revealed that housing
demand was inelastic with the price of dwell-
ing and the income of household. Overall,
magnitude of price elasticity was smaller
than that of income, in absolute terms. This
implied that housing demand was more
responsive to the income of household than
the price of dwelling. Taking into consider-
ation that current housing consumption in
urban Bangladesh is close to the minimum
level of basic needs there is little space to
further reduce housing consumption despite
a rise in dwelling price. Therefore, income
improvement strategies with expected eco-
nomic growth in urban Bangladesh
(Narayan et al., 2007), will enhance housing
consumption. Such economic growth will
also enhance housing consumption among
low-income/squatter households but to a les-
ser extent. However, government policies
and programmes are focused on housing
supply to high-income groups and, at the
same time, infuse tenure insecurity among
squatter/slum dwellers (Ahmed, 2007).

On the one hand, high housing demand
in corroboration with increased supply raises
an issue of unsustainable consumption and
production, whereas on the other hand, low
housing demand with reduced supply among
disadvantaged communities raises a question
for their survival and dignified life.
Appropriate interventions, as suggested in
this paper, will reduce urban vulnerability as
well as enhance equitable distribution of
resources and urban sustainability, which
are urgently needed in urban Bangladesh.

In comparison with owner-occupied
households, renter households had almost
comparable income elasticity but extremely
low price elasticity. Despite the modest
demand, renter households consume small-
sized dwelling units (about four-fifths) than
owner households owing to imposed con-
straints on the rental housing market. It also
raises a question behind the wisdom of exist-
ing price control regulations in rental

Ahmad 15

 by guest on April 14, 2014usj.sagepub.comDownloaded from 

http://usj.sagepub.com/
http://usj.sagepub.com/


housing and seeks to strengthen the rental
housing market. In fact, a well developed
rental housing market has great potential to
reduce the overall housing deficit and dimin-
ish proliferation of informal settlements
(Kemp, 2011). Moreover, renter households
in SMAs had demand for good quality
small-sized dwelling units in comparison
with non-SMAs renter households (and vice
versa). In order to enhance housing con-
sumption in renter households, income sub-
sidy will be more effective than the rent
subsidy, provided governments capacity to
subsidise them.

As discussed above, the income elasticity
of squatter households was over one-half of
the owner/renter households and income
elasticity was more than twice price elasti-
city, in absolute terms. Therefore, ultimately
income improvement strategies will be the
most effective tool for enhancing housing
consumption. Meanwhile, squatter dwellers
have high willingness to pay for living room.
In addition, they also have willingness to
pay for pit latrine, municipal water supply
and electricity access, perhaps because of
strong association with tenure security.
These findings corroborate in situ upgrada-
tion and tenure security in squatter/slum set-
tlements, as revealed from other low-income
cities such as Peruvian cities (Field, 2005).
Moreover, our study did not find evidence
for structural quality demand, similar to
Delhi’s slum dwellers (Ahmad et al., 2013b).
Often planning interventions in low-income
cities are not evidence-based and even con-
tradictory to it, such as massive evictions
(Nawaz, 2004) and emphasis on structural
quality, which led to poor quality of housing
outcomes, as visible in Bangladeshi cities.
Three policy interventions are suggested:
provision of tenure security (as evidenced
from urban amenities); recognition and pro-
motion of incremental housing, provided
structurally feasible and available unbuilt
space (given high value of a living room);

and income improvement programmes. In
the current situation, private players exclude
disadvantaged communities because of their
profit-oriented motivation. Furthermore, a
lack of inclusive public policies exaggerate
the problem. Therefore, public agencies
must work under an overarching goal of
inclusive growth to bridge the gap between
demand and supply.

Bangladesh’s urban centres, as mentioned
above, are highly vulnerable on account of
their coastal location, dense population and
poor socio-economic bases. The vulnerabil-
ity further intensifies because of climate
change. However, urban settlements are on
the agenda of climate change adaptation
globally (UN Habitat, 2011), including
Bangladesh’s community-based adaptation
programme. These findings provide useful
guidelines for human settlements-based
adaptation, focusing on squatter/low-income
households in urban centres.
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Notes

1. The AVMCE of the household is the aggre-
gate value of goods and services actually con-
sumed during the reference period. It includes
food and beverage, cloth and footwear, hous-
ing and housing rent, fuel and lighting, house-
hold effects and miscellaneous (Bangladesh
Bureau of Statistics, 2010).

2. BDT is Bangladeshi Taka, the currency of
Bangladesh (1USD = 69.22 BDT in January
2010).

3. According to the Office of the UN High
Commissioner for Human Rights, there are

seven minimum criteria for adequate housing:
security of tenure; availability of services,
materials, facilities and infrastructure; afford-
ability; habitability; accessibility; location;
cultural adequacy (UN Habitat, 2009).
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