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Abstract:

Housing shortages appeared in Libya in the early 1980s after a great

boom during the 1970s. The authorities in Libya attempted to solve the
housing shortage by undertaking to build 60000 publicly funded housing
units in a three-year plan between 1995 and 1997. Unfortunately, this was
not achieved due to several reasons. This paper discusses the Libyan
authorities' approach in this matter, and the possible causes of its failure.
The methodology followed is qualitative, comprising a survey of official
documents and analysis of semi-structured interviews with responsible
officers in the housing sector in Libya. The causes of the problems are
presented, ones possible solution drawn. This paper is trying to spotlight
on Libyan authorities' attempts to solve those issues and the reasons
behind its failure.
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Introduction:

The Libyan housing sector has
experienced great changes from

ernal. The Libyan Government
initially took responsibility to

being a poor sector before the
oil discovery to a big boom
in the late 1960s and 1970s. A
major shortage appeared in the
1980s. The reasons for the sho-
rtage were both internal and ext

provide a house for every family,
and then this policy was changed
as a result of the increase in
housing demand, and delivery
being beyond the scope of the
authorities. Just as many coun-
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tries have changed their policies
from breadwinner to assistance.
"This change can be described as
a change of role of the local
government whose main role is
not to produce services, but to
enable others to produce them "
(Heins 2002:1,2).

Libya tried to depend on
itself to solve this problem, but
this approach was not succe-
ssful; it required efforts from
the wider society, "Cooperation
is a necessity. In this case
the local authorities and housing
associations have to agree fully
on housing policies, Most of the
housing policy plans are a pro-
duct of this cooperation" (Heins
2002:2).

The methodology adopted
in this paper is a qualitative app-
roach, where secondary data was
obtained from a survey of official
correspondence between resp-
onsible authorities in the housing
sectcor and other related sta-
keholders, in addition to leg-
islation that has been enacted.
Interviews with responsible offi-
cers at different levels in the
housing sector were conducted
which provided primary data.

The interviews had four qu-
estions related to this paper; the
first was about the gover-nment
role in solving the housing
shortage. The second question
concerned other attempts by au-
thorities to quantify the scale of
the shortage. The third question
was about the success ratio of
these attempts. The fourth que-
stion was about the reasons for
failure which will be discussed in
detail later. This paper aims to
understand the reasons behind
the failure of solutions to solve
the housing shortage in Libya
despite the Libyan government's
attempts to overcome this prob-
lem. It then makes some reco-
mmendations.

The Housing Situation in
Libya:

Libya did not have a housing
crisis until 1978, when the Law
Number (4) for 1978 was imple-
mented. This legislation prev-
ented the ownership of more
than one house and prevented
letting. Generally, a study of the
Libyan housing sector can be
divided into four main periods as
follows:
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Before The Discovery of Oil
(1962):

Before oil was discovered
in Libya, there was no real hou-
sing problem, despite an observa-
ble shortage, because the majority
of Libyan people were nomadic,
living in tents and migrating.
Most urban development was
concentrated in just a few coastal
cities, in addition to this there
are two other reasons: 1) small
population (less than 2 million, 2)
primitive life style. Table 1 reflect
the housing shortage in Tripoli
City, the capital and largest city in
the country, in which private co-
nstruction units did not exceed
1,883 unites in 1962, and did not
exceed 6,036 units in the total in
the whole period.

After The Discovery of Oil To
1969 :

After the discovery of oil and
its exportation, the housing sec-
tor grew as a result of great eco-
nomic growth, new cities were
developed and most of the nom-
adic population swiftly migrated
to the major cities to work in the
new companies which had been
established there. Consequently,
the housing demand increased,
and in response, the government
dev-ised its First Five-year Plan
1963-1968, which devoted 9.9% of
total development budget to the
housing sector (Awotona 1980).
Additionally, it built num-erous
public houses, private investors
contributed by building and ren-
ting houses, and the government
provided loans to those interested
in the construction of owner-
occupier houses on easy terms
without interest. It also provided

Table 1: Private Residential Construction in Tripoli City 1957-1962

1957

Years

1958

1959 | 1960 | 1961 1962

Number of units 792

864

767 862 868 1883

Source: Awotona A (1980), ‘Housing in Libya: 1950 — 1980°,

HABITATINTL, 14 (1): 55 — 8
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fully developed and serviced plots
for citizens, free of charge, thro-
ugh the Real Estate Bank. How-
ever, these measures were not
enough, and people continued to
swarm to the cities, thereby crea-
ting slum areas (Awotona 1980).
During this period, the comm-
ercial banks and the private fina-
nce sector were encouraged to
provide funds for housing.

The Period 1970-1978:

During this period, the hou-
sing sector was characterised by
great government interventions,
thousands of public houses have
been built, land has also been
distributed to people, and loans
were provided to citizens to build
their own houses. Table 2 indic-
ates the actual expenditure on the
housing sector in relation to the
total actual expenditure for all
sectors of the economy, which
reached more than 25% in 1970. In
this period, the housing sector is
seen as having the highest growth
rate. In addition, as the table sh-
ows, the actual expenditure con-
tinued to increase despite fluc-
tuations in the total expenditure,
it fluctuated between 11.7% and
25.7%.

Table 2: Actual expenditure on the housing sector from the development budget Libyan

million dinars

Year Expenditure on housing Expenditure on all sectors %

1970 37.5 146.0 25.7
1971 39.4 247.6 15.9
1972 72.2 357.4 18.2
1973 60.9 413.8 14.7
1974 146.9 866.0 17.0
1975 128.3 923.2 13.9
1976 138.3 1187.2 11.7
1978 175.1 1280.3 13.7

Source: Political, economic and social change in 20 years, 1969-1989.
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The Period After 1978:

After 1978 housing problems
began to appear with the imple-
mentation of Law 4 in 1978. The
negative effects emerged in the
early 1980s. The number of fam-
ilies started to increase, as a res-
ulted of population growth, whi-
ch reached about 4% annually. At
the same time, the government
stopped its building activity and
private investment was prevented
according to Law (4) Furthe-
rmore, the commercial banks
reduced the number and value
of loans. Table 3 illustrates the
decrease in the amount of budget

money devoted to housing from
the Development budget, and
shows the reduction in the actual
expenditure ratio.

Reasons of the Housing Sho-
rtage:

Internal and external reasons
created the housing problem in
Libya.

(1) External Reasons:

External reasons could be
listed as followed:

Table 3: Housing Budget as a proportion of the development budget and actual

expenditure ratio 1979—1988.

Year Housing budget | Development budget % actual expenditure *
1979 166.0 1573.0 10.6
1980 231.7 2527.5 9.2
1981 288.2 3000.0 9.6
1982 245.6 2600.0 9.5
1983 217.6 2370.0 9.2
1984 208.2 2110.0 9.9
1985 168.6 1700.0 9.9
1986 167.5 1700.0 9.9
1987 142.0 1450.0 9.8
1988 136.0 1355.0 10.0

Source: Political, economic and social change in 20 years, 1969-1989.
*Ratio of actual expenditure on housing to actual expenditure on all economy sectors.
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1- Libya faced economic sanc-
tions because of political issues.
The USA hurried to impose its
own sanctions on Libya in 1982.
This continued despite attempts
by US business groups, led by oil
companies that held concessions
in Libya to persuade the admin-
istration of President George W.
Bush to ease a trade ban that was
imposed on Libya in 1986. The
UN Security Council imposed
sanctions on Libya in 1992 to
press Tripoli to hand over two
suspects wanted for the 1988
bombing of a US Pan American
Airways airliner over Lockerbie,
Scotland. These sanctions placed
Libya in difficult conditions, and
this led to slowdown in all sectors
of the economy and development
receding. This harmful economic
situation affected the housing
sector, in the same way as it
affected the whole economy.

2- Many foreign companies
boycotted Libya, in obedience to
the UN decree No: 748 for 1992
and decree No: 883 for 1993, wh-
ich put Libya under sanctions.
The departure of these foreign
companies led to halts and delays
in many projects and the housing
sector was affected. Lack of hard
currency and payment delays also
led to the withdrawal of many
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other multinational companies; as
a result completion dates of hou-
sing projects were delayed exte-
nsively (Benkrima 2001 ; El-hasia
2005). For instance according to
the decision of The Secretary of
General People's Committee of
Housing and Ultilities No: 191 for
2000 seventeen companies were
withdrawn from housing projects
by mutual agreement; most of th-
em Turkish companies (General
Board for Housing 2003: 43-46).

3- The effects of a decrease of
oil revenues started appearing
after the USA administration im-
posed sanctions on Libya in 1982,
thereby, forcing US comp-anies
to stop dealing with the Libyan
oil sector in particular. Cons-
equently, the cost of production
in the oil sector increased and oil
revenues declined (Alavi 2003).
The UN decisions in the early
1990s made the situation worse,
additionally oil price fluctuations
participated in creating instability
in the economy and made the
establishment of development
plans more difficult. Based upon
the disturbances that dominated
the oil sector these affected all
economic sectors including the
housing sector. Dedicated funds
for the housing sector were cons-
equently reduced.
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(2) Internal Reasons:

There are a number of inte-
rnal reasons the most important
are:

1- As a result of abundant oil rev-
enues, Libya was released from its
debts and started to be self suff-
icient, so it became able to start
developmental projects in various
economic fields and overambi-
tious targets were adopted.

2- From the 2nd of March 1977,
Libya adopted a socialism regime,
which resulted in lots of changes
in the Libyan government admi-
nistration. Changes took place
both on these legislative and exe-
cutive levels. Changes happened
several times often in convergent
periods. Merging some of The
General Peoples' Committees
(Ministries), even the abolishment
at other times, According to the
new regime the General Peoples'
Committee for housing has been
established on 2nd March 1977,
subsequently it merged with the
General Peoples' Committee for
Utilities named the General Peo-
ples' Committee for Housing and
Utilities on 3rd March 1982. The
next change was the abolishment
of the General Peoples' Comm-
ittee for Housing on 7th October

1990. Then the General Peoples'
Committee for Housing was rees-
tablished on 29th January 1996.
Once again, the General Peoples'
Committee for Housing was abo-
lished and it became a subor-
dinate of the Assistant Secretary
for Services Affairs - General Pe-
oples' Committee 2001. Subseque-
ntly it became an independent
Authority headed by the General
Auditor, which is a subordinate
of the General Peoples' Commit-
tee in 2002 (General Peoples' Co-
mmittee 2005). At the same time,
changes in low levels were more
rapid than high levels sometimes
it takes place every year or less.
The merger and separation of
provinces (administrative distric-
ts) was one of the significant cau-
ses which resulted in administra-
tive instability, as a result of this
instability, the national and local
public housing project contracts
were halted and stopped, at the
same time contractors could not
carry out their commitments and
were undermined in their rights,
which made them unable to acc-
omplish their contractual commi-
tments. Administrative instability
has been considered one of the
most significant causes, which led
to the decline in development
levels in the Libyan economy (Al-
Megharbi. M 1993).
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3- After the oil heyday, the Lib-
yan population has experienced
high growth rates, whereas it
reached 4.3% in 1972 (Lahmeyer
2003). In addition, the families'
numbers rose from 387043 fami-
lies in 1973 to 727523 families in
1995 (Shamiah A. & Kaebah M
1996), however num-erous people
postponed their marriage plans
until acquiring a house. This incr-
ease in families' numbers resulted
in the increased housing dem-
and, and in some times the ho-
using supply did not match the
demand.

4- To finance the housing sector
three ways have been adopted in
Libya; first financing by govern-
ment from general budget allocat-
ion funds, where it was part of
the planning budgets allocated
especially in the early years beca-
use of ample oil revenues and the
government’s desire to reform
the internal situation. The oil
price falls from $35.69/barrel in
1981 to $11.21/barrel in 1998 (BP
2005), and in addition to other
political issues which caused the
decline in oil export, led to major
decreases in revenues. This affe-
cted development budget negati-
vely, and led to decreases in
financing ability. The second kind
of financing ways was by getting
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loan finance from commercial
banks, but it suffered procedural
complications and restricted laws,
and it became inefficient. The
third direction was individuals’
savings, however, the majority of
public employees’ monthly inco-
mes are low, where 95.7% of them
gain less than 500 LD, and 85%
less than 300 LD (General Board
of Information 2002:51). These
low levels of income are not
enough to get essential goods for
the majority in comparison with
income levels in the UK where £
1 = 2367 LD (Central Bank of
Libya 2005) resulted in low level
of savings.

5- Libya adopted a socialist
regime that prevented house
ownership for leasing purposes
"...No one has the right to build
a house, additional to his own
and that of his heirs, for the
purpose of renting it, because the
house represents another person's
need," ( Muammar Al Qathafi
1975:16 ), as a consequence legisl-
ation that prevents leasing has
been established. One of most
important laws is law no: 4 for
1978 which prevented leases,
these laws also prevented acti-
vities for profit purposes. It stop-
ped building houses for rent and
prevented the private sector from
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build houses for leases.

6- According to a study on hou-
sing policies prepared by the
General Council for Planning
No: (23) for 2002, the housing
shortage was caused by the lack
of contemporary urban planning.
Whereas the last plan ended in
2000 (General Council for Plann-
ing 2002), yet, the efforts to pre-
pare new urban plans still suffe-
red a lot of complications, hence,
land prices increased rapidly and
sharply.

7- Since 1970, inhabitants’ beha-
viour in housing has changed,
while the families stopped sharing
houses as result of the housing
sector boom. Libyans were affe-
cted by new cultures and trends,
this consumption behaviour aff-
ected housing. This led to the
increase in demand on housing,
that was not accompanied by
increase supply.

Government Attempts to Sol-
ve the Housing Shortage.

When the effects of shortages
in housing started to appear in
Libyan society and its negative
effects became visible, the gov-
ernment hurried to solve this
problem. Three-year plan (1995-

1997) was proposed to build 60000
housing units, and encouraged
local companies to implement
these units. In addition, proce-
dures have been made easier for
establishment of new constructi-
on companies to implement this
project. Moreover, credit facili-
ties where established to allow
these new companies to import
materials and skilled labour. The
authorities encouraged comme-
rcial banks through the Libyan
Central Bank to give loans for
housing purposes.

Actually, these attempts were
not as successful as the autho-
rities expected. Completed units
were about 2800 units out of
60000 units, after the plan period
had been extended twice; the first
extending until 1999, and the
second to 2002.

Despite commercial —banks
starting to give loans for housing
purposes, the maximum loan
amount was not enough where
the loan amount was 15000 LD,
this amount was less than half of
the house building cost at that
time. Therefore, people used
these loans to cover other
finances.
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Reason of Failure to Solve Shor-
tage in Housing:

The most important reasons
of failure of housing shortage sol-
utions have been obtained from
the documentations as secondary
data and the interviews' answers
as primary data are:

Legislatory Reasons:

After a comprehensive survey
of Libyan laws, concerning the
housing sector, one can notice
that Libya adopted socialism as
an eco-political regime and star-
ted establishing a number of laws
that prevented private sector acti-
vities. More than 70% of the
respondents indicated that the
most important reasons that led
to failure were;

1- Law No (4) 1978, that preve-
nted ownership of more than one
house for the family. This law still
applied, until law No (3) 2002
established the right for some
categories of peoples to own mo-
re than one house. Moteover, it
gave some institutions and com-
panies' the right to build houses
for rent as investment projects.

2- Lack of conveyancing law
applicable to society developme-
nts in ownership and lease issues.
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3- Absence of laws that guar-
antee banks returns loans by legal
distraining.

Administrative Reasons:

Administration ~ procedures
play a crucial role in the devel-
opment issue in all economic
activities. The absence of effi-
cient administration led to waste
of time and resources without
achieving targets, the following
points could be most important
in this regard,;

1- Through a survey of the
General People's congtess, it was
evident that the administration
instability was one of the failure
reasons. In addition, 63% of the
answers confirm that the admi-
nistration problems led to uns-
uccessful solutions. The rapid
changes of the administrative
bodies led to discontinuity and
waste time and money.

2- About 52% of respondents
think that choosing responsible
officers in the councils directly by
people choice were not efficient.
The short period of time in office
was another reason.
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3- More than 83% affirmed the
absence of action to respond to a
problem at the beginning and
failure to systematically analyse it.
This led the problems to grow to
a crisis level.

Political Reasons:

Adopting a socialist regime in
Libya as a political system led to a
decline in the private sector and
reduced individual initiatives and
personal aspirations. These poli-
tical attitudes affected the whole
economy. Most important points
in political side could be listed as:

1- 78% of interviewees said that;
the changing administrative sys-
tem in the governmental ins-
titutions as a result of political
decisions caused confusion in
decision making procedures or
process.

2- On the other hand, 66% of
them saw some political decis-
ions to finance obligations affe-
cted the dedicated amounts for
development plans, corruption
practice.

3- 59% of interviewees responded
that a delay to solve external
political problems that Libya was
implicated in, led to imposition of

sanction by the UN and USA,
which had its negative impact on
the economy as a whole.

Economical Reasons:

Economic reasons occupied
the first rank in the authorities'
failed attempts to solve the sho-
rtage in housing; these reas-ons
could be formulated in the
following points:

1- More than 87% of intervi-
ewees confirmed that, the dep-
endence on unqualified local eff-
orts to solve the housing problem
was the crucial reason for failure.
The authorities gave great opp-
ortunities to local companies to
implement the 60000 units project,
unfortunately, these local com-
panies abused this chance and
bene-fited from differences in the
exchange market, where variatio-
ns between the official market
price, and the black market price
was large.

2- 72% of interviewees think one
of the significant reasons, was
financial policies that depend on
public savings, without knowing
the real public ability to offer
enough financial resources for
housing projects, due to low wag-
es of the majority of population.

11



2013- 2012 4iud 32 =31 Glalaall — 5 Lol g SLaiBY) A clu o Adaa

3- Weakness and inefficiency of
commercial banks was an
important reason in the failure of
the solutions. This was conf-
irmed by 72% of the intervi-
ewees. This weakness led to an
inability to return instalments.
The total of instalments reached
428.6 million in the period 1971 -
2001. That led to a decrease the
lending ability, and increased bad
loans amount.

4- 61% of interviewees indicated
that; absence of studies in adv-
ance for cost of house const-
ruction led to wrong estimates for
inappropriate loan amounts. The
loan amount (15.000 LD) was less
than half building cost of a house.

5- 57% of interviewees reported
that, the urban planning depar-
tments lag in the implementation
of new plans for new projects
was one of the reasons for failure.
This insufficiency led to a mus-
hrooming of housing units, ran-
domly located to scattered areas
which lacked the infrastructure
and needed healthy conditions.

Conclusion:

In conclusion, Libya over the
last three decades has seen a pro-
nounced housing shortage probl-

12

em. Attempts to solve this pro-
blem were very serious. Huge
amounts of money has been
spent but the results were very
minimal. The reasons were kno-
wn but the dilemma was a failure
of attempts to solve the problem
despite the sincere intention of
overcoming the shortage of hou-
sing. This paper has attempted to
reveal reasons for failure; this will
help the Libyan authorities to
select new approaches that will
give a better solution. The suc-
cess of the hypothesis is that it
considers the results of defining
the reasons of failure to the pro-
blem.
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