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CAHF’s work is supported by:

How real is the vision for residential 
development in Africa?

Vision City, Kigali, Rwanda



Poor targeting

• Vision City in Rwanda was built by the Rwanda Social 
Security Board, with units priced between $125k -
$500k.  After some time on the market prices were 
reduced by 30% due to poor sales

• In October 2018, prices were reduced by 60% for 
eligible civil servants; in January 2019 eligibility 
extended to non-civil servants

• (2% of the urban population in Rwanda can afford a 

$20 000 house at current mortgage rates)

Conventional, scale delivery approaches demand and consume 
capacity, and often miss the mark.  When units don’t sell, prices are 
slashed and returns aren’t realised.  Or the government steps in.

Kigali, Rwanda

January 2019: a two-bedroom apartment will be sold at 
Rwf63,000,000, down from the original price of Rwf108 million 
(about $125,300).

“These apartments have for some time now been selling 

at a 60% discount because Government of Rwanda 

offered over 27 billion as infrastructure in tax rebate to 

ensure they are affordable for all workers be it in civil 

service or those in private but contributing to RSSB,”

Getting real about …

1. Affordability

2. Delivery capacity

3. Financing capacity

4. Municipal capacity

5. The value chain
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CAHF has recently completed some 

useful work on Kenya’s housing 

sector that informs this 

presentation. See:

Assessing Kenya's Affordable Housing 

Market by David Gardner, Jacus Pienaar, 
Keith Lockwood, Miriam Maina
http://housingfinanceafrica.org/docume

nts/assessing-kenyas-affordable-housing-

market/

Case Study 13 | Delivering Affordable 

Housing in Kenya: The Case of Karibu 

Homes Ltd  by Ravi Ruparel, Seeta Shah
http://housingfinanceafrica.org/docume
nts/case-study-13-delivering-affordable-

housing-in-kenya-the-case-of-karibu-

homes-ltd/
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Every year, CAHF 
collects data on the 
cheapest, new house 
built by a private 
developer. 
Affordability for this 
house is calculated 
with a database of 
mortgage interest 
rates and a database 
of household 
incomes.

Note this says 
nothing about 
scale: in Kenya, we 
could only find 85 
units at the cheapest 
house price reported.

Source: 2018 Housing Finance Yearbook. www.housingfinanceafrica.org

Affordability: how many people can actually afford 
what is available on the market?

PERCENT URBAN HOUSEHOLDS WHO 
MIGHT AFFORD THE CHEAPEST NEWLY 
BUILT HOUSE IN 2018

1

6Affordability: how low can you go?  The price of the house is only part of the 
problem – financing arrangements, and household incomes call into 
question conventional approaches… and then there’s the question of scale  

Affordability is not just a function 
of the cost of construction.  It is 
the consequence of a wide range 
of factors, from the performance 
of the overall macro-economy to 
how a household manages to earn 
their income, and everything in 
between.  Conventional 
housing delivery and 
financing approaches will not 
work for the majority.

PERCENT URBAN HOUSEHOLDS WHO MIGHT AFFORD A US$11 500 HOUSE IN 2018

PERCENT URBAN HOUSEHOLDS WHO MIGHT AFFORD THE 
CHEAPEST NEWLY BUILT HOUSE IN 2018

1

Source: 2018 Housing Finance Yearbook  http://housingfinanceafrica.org/resources/yearbook/
See our affordability calculator http://housingfinanceafrica.org/dashboards/calculating-mortgage-and-housing-affordability-in-africa/
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Delivery capacity: Very few countries have a housing development sector that 
can sustain a scale of delivery over multiple years.  Most formal developers 
build projects of 50-100 units at a time. Across the continent, the majority of 
housing is built by households and micro-developers, one at a time. 

In Kenya, it is 
estimated that the 

formal 
construction 

industry produces 
less than 10% of 

total housing 
production, and all 
of this at the high 
end of the market.

Maputo, Mozambique

2

8Financing capacity: Mortgage markets are tiny, and expensive, but a 
key barrier to the scale delivery of affordable housing is the availability 
of construction finance, appropriately targeted at the developers we 
have.

Abidjan, Côte d’Ivoire

Insufficient scale is linked to limited construction finance
• In Abidjan, the government commitment to build 150 000 houses in five years was 

undermined by the limited capacity of developers, both to build and to access finance.
• None of the developers surveyed in Kenya have delivered more than 500 units per 

annum

3



9Municipal capacity: Limited municipal and utility networks necessitate the 
development of on-site water & waste systems making infrastructure the 
3rd largest cost driver in Kenya.

4

High compliance and 
approval costs are 
found in professional 
services, land 
registration costs and 
registration efficiency.  
Kenya’s costs 
compliance and 
approvals are 65% 
higher than in South 
Africa.

High-end housing 
creates margins for 
developers to buffer 
the cost of municipal 
incapacity

105 The value chain: construction costs are only about 44% of total product 
costs.  Land, infrastructure, compliance, profits and VAT create real 
pressure.  Within construction, labour and manufactured goods are 
particularly high
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The value chain: 
construction costs 
are only about 44% 
of total product 
costs.  Land, 
infrastructure, 
compliance, profits 
and VAT create real 
pressure.  Within 
construction, 
labour and 
manufactured 
goods are 
particularly high

Assessing Kenya's 
Affordable Housing 
Market by David 
Gardner, Jacus Pienaar, 
Keith Lockwood, Miriam 
Maina
http://housingfinanceaf
rica.org/documents/ass
essing-kenyas-
affordable-housing-
market/

VAT at 16% - for 
affordable housing?

Pricing for inefficiencies?

On-site supply rather 
than municipal delivery

High materials costs: poor 
manufacturing & high imports

High professional fees, and approvals costs – again, for 
affordable housing?
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• Sales prices are market related rather than defined by a consistent costing 

model.  Developer mark-up contributes 10% additional to product cost.

• VAT contributes 16% to product cost in Kenya

• End-user finance hugely dependent on macro-economic health

• Majority of housing financed without mortgages

While land costs are already high, Kenya’s inefficient planning, zoning, and land registration systems, 

combined with significant land speculation, further restrict access to well-located land for development.  

An emphasis on large scale developments places heavy reliance on the 

delivery of new infrastructure.  Bulk and internal infrastructure is the 

third largest cost driver after manufactured materials & labour.  On-site 

water, sanitation and energy supply creates a 36% premium on Nairobi 

housing vs. housing delivered in Johannesburg.

Land 

assembly / 

acquisition

Title / 

tenure

Bulk

Infrastructure

House 

construction

Social and 

economic 

infrastructure

Sales & 

transfer

Maintenance 

& ongoing 

improvements

The value chain:  Weak links in the value chains undermine quality 
housing outcomes, scale delivery and compromise housing 
affordability.  Bad experiences create an overall pessimism that 
militates against further, serious investment.  In Kenya… 

5

• Construction costs are 51% higher 

in Kenya vs. South Africa, including 

labour (+35%) and material (+62%). 

• Poor local manufacturing output 

contributes to high level of imports.

• Good conventional construction 

skills are scarce and expensive

• Limited & expensive developer 

finance leads to small housing 

projects; up-front payments limit 

affordability. Few developers means 

little competition, houses

Tiny mortgage markets because land cannot be secured: inefficient land titling and 

transfer processes constrain access to and use of mortgage finance



Getting real about …

1. Affordability

2. Delivery capacity

3. Financing capacity

4. Municipal capacity

5. The value chain
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The majority of households cannot afford even 
the cheapest housing that is being delivered by 
the formal market.

Very limited formal delivery capacity, and 
limited scale means that most housing is built 
by households & micro-developers

Mortgage markets are tiny and need support 
but the lack of construction finance is possibly 
even more significant.

Municipal capacity constraints in land planning,  
assembly, management & infrastructure 
severely undermine housing affordability

Barriers exist along the value chain and are not 
limited to the housing & land sectors.  
Manufacturing, labour markets, compliance 
costs and tax are key.
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• Tax incentives to drive 
affordable housing delivery
• Improvements in the 

manufacturing sector
• Skills development; 

improvements in construction 
techniques and materials

• Targeted construction finance 
that is responsive to the profile 

of the supply sector
• Recognition of and support for 

small scale, micro- and 
household developers as 

critical delivery agents

Increased competition in supply
Decrease cost of capital; recognise 

informal income earners as borrowrs
VAT exemption for affordable housing

More efficient land titling and registrations, better foreclosure & 
mortgage laws

Improved availability of land for residential development; intentional zoning that prioritises
residential land development over other uses

Explicit attention on bulk and connector infrastructure 
for residential development, on a city-wide scale 

Land 
assembly / 
acquisition

Title / 
tenure

Bulk
Infrastructure

House 
construction

Social and 
economic 

infrastructure

Sales & 
transfer

Maintenance 
& ongoing 

improvements

Getting real about affordable housing. What will it take to make it 
work?  Recommendations can be structured along the value chain

Public private 
dialogue

Assessing Kenya's Affordable Housing Market 
by David Gardner, Jacus Pienaar, Keith Lockwood, 
Miriam Maina
http://housingfinanceafrica.org/documents/assessin
g-kenyas-affordable-housing-market/



But in the meantime?  Increasingly, there are points of innovation along 
the value chain that are worth attention, contributing also to wider sector 
‘health’

Land 
assembly / 
acquisition

Title / 
tenure

Bulk 
Infrastructure

House 
construction

Social and 
economic 

infrastructure

Sales & 
transfer

Maintenance 
& ongoing 

improvements

Underwriting for informal 
incomes: Nigeria
Guarantees for lending to 
informal incomes: Morocco

Mobile platform to connect enable small scale 
builders and support incremental housing: 
Kenya, South Africa, Nigeria, ZambiaPublic-private partnerships & 

pension capital support 
infrastructure delivery:

Zimbabwe

Home-based enterprises & backyard rental offer sustainable 
livelihoods that can support loan finance: South Africa

Blockchain registration approaches: Ghana

Commercial mortgage lending for small scale 
landlords, refurbishing inner city rental: South 
Africa

Land readjustment strategies: Maputo, Mozambique

Savings & Credit Cooperatives working with 
Housing Construction Cooperatives: Kenya

Blended finance arrangement in support of end-user 
finance targeted at niche markets: SA & Zambia

Getting real about affordable housing. What will it take to make it 
work? Partnerships in capital and capacity, targeted at real affordability, in support 
of local market development, and niche opportunities along the value chain.  A key 
role for impact investors and DFIs.

Data, market 
analytics, thought 
leadership, market 
tracking
• Longitudinal analysis 

of KPIs

• Transparency in 
performance / 
impact analyses

• Demand & supply 
focus

• Advocacy for policy & 
product innovation

• Explicit investment 
into information 
infrastructure

Emphasis on 
local
• Technical support 

& deal structuring 
for investment by 
local pension 
funds & local 
investors

• Support for local 
capital markets

• Local deals in 
local  currency

• Local niche 
market focus

• City-level 
engagement

Value chain 
attention
• Bird’s eye view 

support

• Interventions 
along the 
value chain

• Support for 
sector 
development

• Linkages 
between 
public, private 
& NGO sectors

Patient capital, 
with time, 
target & 
capacity
• “Venture 

capital” that 
meets with risk 
with patience

• Blended 
finance 
arrangements 
that maximise 
and leverage 
capacity

• Explicit pursuit 
of innovation
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And this is why

“If the ‘Big Four’ agenda scales up delivery over five years to 
construct 500 000 formally constructed units, this could 
increase the contribution of housing construction to GDP from 
6.3% to more than 14%, and grow employment in housing 
construction from 575 000 to more than 750 000”
Assessing Kenya's Affordable Housing Market by David Gardner, Jacus Pienaar, Keith Lockwood, Miriam Maina
http://housingfinanceafrica.org/documents/assessing-kenyas-affordable-housing-market/

Thank you!
Kecia Rust
kecia@housingfinanceafrica.org
www.housingfinanceafrica.org
+2783 785 4964

Twitter @CAHF_Africa
Twitter @AUHF_Housing

CAHF is the Secretariat to the:

CAHF’s work is supported by


