
1

The Economic Argument for 
‘Affordable’ Housing:

Understanding the Impact on the Economy

David Gardner
Presentation to International Union of Housing Finance

Westin Hotel, Cape Town
5th November 2019



2

Overview

1. The Economic Argument for Housing

2. Impact of Housing on African Economies

3. Assessing Economic Impact of “Affordable” Housing

4. House Cost Benchmarking: Measuring Economic Impact

5. Economic Impact of Subsidies

6. What Does this Mean for Policy?



3

Background

§ Three years of CAHF research across Africa: South 
Africa, Kenya, Rwanda, Tanzania, Uganda, 
Nigeria…Cote d’Ivoire and Mozambique coming soon.

§ Methodology for assessing economic contribution of 
housing and undertaking cross-country housing cost 
benchmarking.

§ Application of approach in different situations: 
§ TUHF in inner city Johannesburg; 
§ Assessing economic impact of subsidies in SA; 
§ Country Private Sector Diagnostics with World 

Bank Group as affordable housing diagnostic 
instrument.

§ Blogs & Research reports available on CAHF website

This is a ”late in the day” 
summary of CAHF’s 

work... 
Lots of research and 

documents on the website
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Household savings/
resources/ income spent

Creation of long-term 
household investment 

Housing for more households

Fixed capital ‘engine’
of the economy grows

Generate regular, 
escalating household income

Economic value added to
the economy during 
construction

Inputs stimulate upstream
economic sectors

Base created for further 
household investment

Stimulate demand for 
other linked goods & services

Government services
and taxation stimulus

$10,000 

Investment in
Housing

1. The Economic Argument for Housing… Ten Benefits

…Housing is the economic gift that keeps on giving
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1. The Economic Argument for Housing: Value Chain

“… a wealthier, equitable, healthier, safer, and 
smarter nation” (Maclennan and O’Sullivan, 2011)

Housing builds economies & 
economies build housing:

§ Housing fulfils a basic 
human need and provides 
a platform for social & 
economic participation. 

§ Housing is an important 
part of countries’ 
generation of wealth and 
is most households’ 
largest asset.

§ Construction, trading and 
rental of housing has 
deep ties to national and 
local economies

applewebdata://7EF3823F-A417-47A1-A744-5EB08E732C6A/
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Direct, Indirect and 
Induced Economic 
Impacts of Housing

Direct Impact

But wait, there’s more!

• Direct Impact: Initial 
and First Round 
economic impact

• Indirect Impact: 
Upstream economic  
ripples through other 
value chains

• Induced Impact: 
Economic activity based 
on wages, interest, rent 
and profits from Direct 
and Indirect impacts

1. The Economic Argument for Housing
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Figure 1: Estimated combined economic value chain of housing construction and housing rental South Africa 
in 2017 

 

Source: CAHF (2019). “The Estimated Contribution of Housing Construction and Residential Rental Activities to the South African 
Economy in 2017.” 

 

South Africa’s Housing 
Economic Value Chain: 

• Significant scale of the 
‘Housing Economy’ (3,7%)

• Balanced intermediate 
inputs (Secondary: 38% & 
Tertiary: 60%)

• Low import leakage of 
Intermediate Inputs (16%)

• Balance between 
GFCF(construction) and 
household consumption 
(rental)

2. Impact of Housing on African Economies: South Africa

…Imagine if the housing value chain was operating optimally?
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2. Impact of Housing on African Economies: Five Countries

“Housing builds economies and economies build housing” (CAHF, 2019)

Significant role of housing in 
economies (despite policies):

§ Regular, embedded 
economic contribution of 
household investments. 

§ Creation of regular 
economic flows in 
economy is most critical

§ Public attention must 
focus on full value chain, 
creating certainty and 
growing private 
investment

Country 
GDP        
(US$ 

million)

Total value 
added by 

residential 
construction 

(US$ million)

Residential 
construction 
gross value 
added plus 

intermediate 
inputs as % 

of GDP

Direct 
impact 
output 

multiplier*

Total value 
added by 

residential 
rental              
(US$ 

millions)

Residential 
rental gross 
value added 

plus 
intermediate 
inputs as % 

of GDP

Estimated 
total 

employment 
in residential 
construction 
and rental 
activities

South 
Africa 

349 630             1 998 1,8% 3,23             3 742 1,9%         731 732 

Kenya 
(2017)

79 271             1 445 4,2% 2,28             1 763 2,6%         484 078 

Rwanda 
(2017)

9 135                275 8,6% 2,86                103 1,2% ?

Nigeria 
(2017)

376 361             5 624 2,6% 1,72           11 538 4,4%      1 210 591 

Uganda 
(2017)

27 114                536 6,6% 3,33                619 4,0% ?

* NOTE: These multipliers have not taken account of leakages associated with imported intermediate 
inputs.  Imports of intermediate inputs will reduce the size of the direct impact output multiplier.

Construction Rental

applewebdata://7EF3823F-A417-47A1-A744-5EB08E732C6A/
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“Nigeria Affordable Housing” on Google
3. Assessing Economic Impact of “Affordable Housing”

Google Search: “Affordable House Nigeria”

All are affordable to some, but not to most households
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Rural 
= 50%

100-m people

Urban 
= 50%

100-m people

Household Income
US$ /month (ppp)

5-m5-m10-m 10-m
Households  (No.)

N1-m  / $3 000+ pm

N720k / $2 000 pm

N360k / $1 000 pm

N180k/ $500 pm
N90k / $250 pm

3. Economic Impact of “Affordable Housing”: Nigeria
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Rural 
= 50%

100-m people

Urban 
= 50%

100-m people

Household Income
US$ /month (PPP)

5-m5-m10-m 10-m

Africa Housing Finance Yearbook 2018
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production is at approximately 100 000 units per year and this is highly inadequate
because at least 1 000 000 units are needed yearly to bridge the 17 to 20 million
housing deficit by government’s target date of 2033 (if the population continues
at its annual growth rate of 3.5 percent).  It is estimated that it will cost US$363
billion to curb the current housing deficit and the number is expected to keep
growing.

President Muhammad Buhari stated that his government would supply two million
new middle-class homes in the first year of his tenure (2015), and one million new
middle-class homes for every following year.  This would be coupled with four
million low income houses and homeowners by the end of his first four year term.
This was to be rolled out with longer mortgage payment structures, however,
given the myriad of economic challenges the country faced over the last year,
housing has not been high on the political agenda.  There was also to be a National
Infrastructure Development Bank capable of providing nominal single digit interest
rates, but this has also not been implemented as yet.

The rapid population increase and rural to urban migration have contributed to
the shortfall of housing in Nigerian urban centers.  The unresolved tenure
arrangements, cost of building materials, access to infrastructure, deficiency of
housing finance arrangements, stringent loan conditions from mortgage banks,
time to process legal documents and inadequate government housing policies are
also major issues affecting housing delivery.  

Lagos has taken the lead in housing supply with a vast array of new projects on
the way.  Orange Island (focused on the middle class) is to cover 150 hectares of
land in Lekki, at an estimated cost of N40 billion (US$ 111 million).  It should
accommodate 25 000 people and be completed by 2019.  The upcoming Lekki
Free Trade zone has triggered a rash of housing development in Ibeju, Lekki with
numerous residential estates being built.  

Most of the new developments are led by the private sector and target the middle
and upper classes.  Most developments targeted at the lower income bracket are
government led; unfortunately no remarkable impact has been made thus far.

Property markets
The real estate sector which accounts for 5.63 percent of the Nigerian economy,
in GDP terms, has been plagued with market uncertainty and declining demand,
reflective of the underperformance in the mortgage and consumer lending sectors.
Additional drivers to the sector’s underperformance include the slow economic
recovery rate since the last recession and rising house production costs.  The
economic slowdown has severely impacted the demand side of the market, which
has led to high vacancy rates, especially in the prime and luxury property markets.
Abuja is beginning to witness some marginal increase in house prices following a
significant drop in 2017.  Lagos has seen a marginal increase especially in mid-
market property segments.  Property markets in the North East, affected by
political instability and security have seen a significant drop given a high level of

uncertainty; while the neighbouring markets to the North East have seen a
marginal increase in property values as a result of migration to these regions.  

A review of house prices in four major towns in Nigeria by The Roland Igbinoba
House Price Index (RI Index) in the second quarter of 2018 suggests that the
housing sector is consistently recovering from the effect of the recent recession.10

Between April and June 2018, most places in Lagos recorded increases in prices
compared with Q4 2017 and Q1 2018.  There was a significant rise in prices from
Q4 2017 to Q2 2018, across all house types (2,3,4 and 5-bedroom houses) in
most areas in Lagos, especially Ajah, Agege, Ikoyi Lekki, Gbagada, Ibeju-lekki, Isolo,
and Surulere axis of Lagos.  

Movements of house prices were also on the increase in Abuja in the second
quarter of 2018.  Areas such as Dakwa, Kaura, Lokogoma, Mbora, Utako, and Wuse
recorded an increase in prices of all house types (3, 4 and 5 bedroom) with the
smallest increase seen in the 3-bedroom houses.  Prices however was erratic
across all house types in Apo, Asokoro, Guzape, Gwarinpa, Jabi, Karsana, Karshi
Katampe, Kubwa, Lugbe, Mabuchi and Maitama.   

In Port Harcourt, several areas also experienced increase on house prices with
reference to the last quarter of 2017.  In Kaduna, movements of house prices
seemed to reflect the changes experienced in other parts of the nation.  

Overall, the RI Index for the second quarter of 2018 suggest that there is significant
improvement in house prices in all the four major towns: Lagos, Abuja, Port
Harcourt and Kaduna.  The slow but improving economy no doubt impacted on
house prices.

Policy and regulation
The 1999 Nigerian Constitution states that all citizens have the right to acquire
and own immovable property.  Similarly, Vision 20:202011 advocates for adequate
housing for all Nigerian citizens.  “Vision 20:2020 is the economic transformation
blueprint for stimulating Nigeria’s economic growth and launching the country
onto a path of sustained and rapid socio-economic development.” 

The National Housing Policy of 2012 emphasizes the role of private sector
financing, highlighting that it should be involved with mass housing, skills acquisition,
disaster management, urban renewal, slum upgrading, and job creation.  The target
of the policy is to guide the building of one million houses yearly, through a variety
of schemes such as NMRC.  However, the policy has not resulted in any significant
execution in the housing market in Nigeria.  This may not be unconnected with
the fact that there is lack of political will to implement the policy.

The Land Use Act (1978) continues to dictate and hinder the land market in
Nigeria.  To date the objective of the Act, which was to make land more easily
available, has not been achieved.  Instead the Act has been seen to be an onerous
process by the citizens.  Formerly, land could be bought from communities,

- - -   Average annual household income needed for the cheapest newly built house by a formal developer, 2017
         Average annual household income using expenditure, 2017 (PPP$)

NIGERIA

Annual income profile for rural and urban households based on consumption (PPP$)

Source https://www.cgidd.com/

PPP$40 001 – PPP$10 000 000

PPP$23 001 – PPP$40 000

PPP$12 001 – PPP$23 000

PPP$8 001 – PPP$12 000

PPP$5 001 – PPP$8 000

PPP$3 601 – PPP$5 000

PPP$2 401 – PPP$3 600

PPP$1 601 – PPP$2 400

PPP$801 – PPP$1 600

<PPP$800
No. of households (thousands)

PPP$21 235

PPP$30 120

Rural Urban
6 000 4 000 2 000 0 2 000 4 000 6 000

Population: 198 000 085

Urbanisation rate: 4.94%

Cost of cheapest
newly built house:

5 000 097 NGN
PPP$48 686  

Urban households
that could afford this
house with finance: 

38.92%

1 PPP$: 102.7 Nigerian
naira

Households  (No.)

N1-m  / $3 000+ pm

N720k / $2 000 pm

N360k / $1 000 pm

N180k/ $500 pm
N90k / $250 pm

3. “Affordable Housing”in Nigeria: Household Income (CGIDD)
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Rural 
= 50%

100-m people

Urban 
= 50%

100-m people
H/H Income 
US$ /month 
(ppp)

Urban 
Households
=22 million

Rural 
Households
= 20 million

5-m5-m10-m 10-m
2,1-m
3,2-m
7,7-m

6,0-m

3,4-m

2,5-m0,5-m

1,0-m

5,5-m

3,1-m

6,2-m
3,3-m

Households
(No.)

Households
(No.)

Households  (No.)

N1-m  / $3 000+ pm

N720k / $2 000 pm

N360k / $1 000 pm

N180k/ $500 pm
N90k / $250 pm

5x

3,4x

2x
0,5x

0,5x

3. “Affordable Housing”in Nigeria: Household Income

2x
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Rural 
= 50%

100-m people

Urban 
= 50%

100-m people

N1-m  / $3 000+ pm

N720k / $2 000 pm

N360k / $1 000 pm

N180k/ $500 pm
N90k / $250 pm

H/Hold Income
US$ /month 

(ppp)

Rented
50%

Rented
11%

5-m5-m10-m 10-m

Owned
45%

Owned 
82% 2,1-m

3,2-m
7,7-m

6,0-m

3,4-m

2,5-m0,5-m

1,0-m

5,5-m

3,1-m

6,2-m
3,3-m

Households
(No.)

Households
(No.)

$2510 pm / N5-m

Households  (No.)

3. “Affordable Housing” in Nigeria: Tenure
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2050
90%?

Rural
= 50%

100-m people

Urban
= 50%

100-m people

$3 000+ pm

$2 000 pm

$1 000 pm

$500 pm
$250 pm

Household Income
US$ /month (ppp)

Rented
50%

Rented
11%

5-m5-m10-m 10-m

Owned
45%

Owned 
82% 2,1-m

3,2-m
7,7-m

6,0-m

3,4-m

2,5-m0,5-m

1,0-m

5,5-m

3,1-m

6,2-m
3,3-m

Households
(No.)

Households
(No.)

$2510 pm

3. “Affordable Housing”in Nigeria: The Future?
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3. Assessing Economic Impact of “Affordable Housing ”: Segments

H
ou
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Rural (68%) Urban (32%)

$  250

$2000

$3000 + $50,000

K Sh 3.0-m

H
ou
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ng

  S
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-m
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ts

$ 500

$1000

$30,000

$15,000

$ 7,500

$ ?

K Sh 5.0-m

K Sh 1.5-m

K Sh 0.8-m

K Sh 300k

K Sh 200k

K Sh 100k

K Sh 50k

K Sh 25k

H
ou

se
 A

ff
or

da
bl

e 
(w

it
h 

fin
an

ce
)

Household Distribution

Own 
(88%)

Rent 
(12%)

Rent 
(70%)

Own 
(30%)

Mortgage 
(0.01%)

Informal Formal
Market Segment

Kenya Housing Market (2018)“Affordable housing” is everything 
that is “not NOT affordable”:

• Every housing investment 
matters: Ownership, rental and 
informal

• Not only government 
supported or subsidised BUT

• Including rental and ownership, 
formal and informal housing

• Housing economy is less about 
what government builds and 
more about what households 
build and pay for incrementally
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Cost Benchmarking the “CAHF 
House”:

• Detailed cost breakdown of 
standard 55m2 house 

• Comparator for 
intermediate input and 
production cost differentials

• Breakdown of cost to ISIC 
sectors & subsectors

• Basis for targeting cost 
reduction interventions 
across the value chain
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“We need to look 
at the cost of 
housing as a 
whole, not just one 
element” (Lafarge)
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Figure 1: The incidence of a subsidy is shared between producers and consumers irrespective of its 
statutory incidence 

 

 

Price/Cost 

Quantity 

S0 

DWith Subsidy 

DWithout Subsidy 

P
Producer

 

P
Consumer

 

P
Without Subsidy

 

Q
Without 

 

Subsidy
 

Q
With

 

Subsidy
 

Subsidy Received by Producer 

Subsidy Received by Consumer 

How do governments maximise
economic and household 
impact of subsidies?:

• Economic theory considers 
incidence of subsidy to 
producers and consumers

• Subsidy design impacts 
‘depth’ (Scale) vs ’breadth’ 
(Number of beneficiaries)

• Many forms and value chain 
impact points for subsidies: 
import substitution / capital 
markets / end-users

5. Measuring Economic Impact of Subsidies: Theory
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5. Measuring Economic Impact of Subsidies: S Africa

Subsidies are not all created 
equal:

• South Africa’s subsidy 
programme shows potential 
complexity of arrangements

• Relative scale of subsidies 
to different beneficiaries

• What government 
contributions create the 
maximum economic 
platform for growth? Eleven SA subsidy instruments & built 

forms included in analysis
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ZAR 42.7 billion contributed 
to GFCF by development of 
subsidised sites and houses:

• Subsidised to the extent 
of ZAR30.2 billion (71%) 
and 

• Required additional 
contributions of ZAR12.5 
billion (the remaining 
29%).

• Gross Fixed Capital 
Formation in hands of 
households (living, rent and 
enterprise

5. Measuring Economic Impact of Subsidies: S Africa
Figure 1: Estimated economic value chain for subsidised housing in South Africa in 2017/18  

 
Source: Own calculations using CAHF Housing Cost Benchmarking statistics, CAHF Housing Economic Value Chain methodology 
and national subsidy housing quanta and delivery statistics. 
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Figure 1: The total housing construction value chain showing the portion contributed by subsidised housing 
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5. Subsidies: The Future?
Figure 1: Composition of housing subsidies by value in 2017/18 

 

Source: Own calculations 

 

A2.OWNERSHIP 
UISP site only

8%

A3.OWNERSHIP 
PHP site only

7%

A4.OWNERSHIP 
Site, Slab & WC

9%

A5.1 OWNERSHIP BNG 
freestanding

50%

A5.2.OWNERSHIP BNG 
med density

18%

A6.1.OWNERSHIP 
40m2 FLISP low

1%

A6.2.OWNERSHIP 
52m2 FLISP high

2%

B4. RENTAL CRU new 
low rise

0%

B5.1. RENTAL 
social new lowrise

4%

B5.2. RENTAL 
social new hi rise

1%

Financial Year 2014/15 2015/16 2016/17 2017/18
UISP Phase Two 74 017 52 349 75 941 67 548
BNG Subsidy 95 210 99 904 90 692 86 611
Social Housing 2 053 3 480 3 595 3 535
CRU 8 994 2 152 981 546
FLISP 2 253 2 660 2 295
Total Housing Opportunities 180 274 160 138 173 869 160 535

“No more free housing”
(Minister of Human 
Settlements, 2019)

Gearing of subsidies

What does this tell us?

• Beyond the social impact 
of subsidies

• Direct & indirect 
economic benefits

• What are we funding with 
subsidies?

• Anomalies and 
inefficiencies

• Life cycle and 
externalities

The picture can’t be displayed.

applewebdata://7EF3823F-A417-47A1-A744-5EB08E732C6A/


23

6. What Does This Mean for Housing Policy?

Understanding HEVC changes 
the views of the affordable 
housing challenge:

• Policy must respond to 
housing as a system and 
sector, not as projects

• Housing economy depends 
on what happens every 
year, not in one year or 
term of office or 
megaproject

• Strategies must address 
country-specific (diagnosed) 
issues not generic ideas

Consider the whole value 
chain. Housing is not an event, 
but a process:

• Housing directly grows  
(local) manufacturing and 
services sectors.

• Economies don’t happen 
through projects, but 
through systematic policy 
consistency

• We can’t understand what 
we can’t measure… data > 
Information > policy

• Employment and enterprise 
creation
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6. Policy: Engaging the Entire Housing Value Chain
1. SCALE & DEEPEN 

AFFORDABLE 
HOUSING SUPPLY

2. STRENGTHEN LOCAL
DEVELOPMENT & 
CONSTRUCTION 

CAPACITY

3. BUILD INTERMEDIATE
INPUT CAPACITY FOR 

HOUSING

4. STIMULATE 
HOUSEHOLD EFFECTIVE 
DEMAND FOR HOUSING

5. IMPROVE PROJECT 
IMPLEMENTATION & 

SECTOR MONITORING

6. IMPROVE HOUSING & 
REAL ESTATE  

INVESTMENT CLIMATE
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Thank You!

David Gardner

Consultant: Centre for Affordable 
Housing Finance in Africa

+27 (83) 399-3388
david@gardner.za.net

Check out the website
http://housingfinanceafrica.org/
projects/housing-and-the-
economy/

http://housingfinanceafrica.org/projects/housing-and-the-economy/

