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EXECUTIVE SUMMARY  

Housing microfinance is not a new trend in Africa. Historically, it has been known that 

shelter needs in the continent are largely met when households seek out their own 

savings and other informal funding sources to finance and build their homes 

incrementally. A new dimension was added to this process of self-build when 

microfinance lending grew in the continent, and lenders saw that microfinance loans 

for small business and other uses became diverted for housing purposes. While 30 

percent diversion rate of microfinance loans is often mentioned as typical, it cannot 

be said for certain from this study what the level of diversion is. What is for certain is 

that many microfinance lenders have started, or are considering providing loans for 

HMF, precisely because they are aware of this demand, and are eager to begin to 

take advantage of it. Thus increasingly, MFIs, banks, community based shelter funds, 

SACCOs and even newly established dedicated HMF lenders are moving into or 

diversifying into HMF lending across the continent. 

 

Demand for HMF exists quite simply because affordability for formally constructed 

housing purchased with a mortgage is limited to at most, 15% of the population 

across Africa. Even higher income households with a level of affordability for 

mortgage finance may be included within the demand parameters: the mortgage 

market is largely undeveloped in most countries, and is only now starting to emerge. 

Conservative lending practices fuelled by largely informal tenure practices in African 

cities, a mistrust of land administration systems and macroeconomic disincentives for 

long term lending have meant that bank mortgage penetration is very limited. 

Stringent requirements placed by banks to qualify for mortgages often cannot be met 

by many lower-middle class to middle class households.  

 

It is not only the supply side that has contributed to the enormous potential for HMF 

lending in Africa. Africa is urbanising rapidly, and most of its cities are currently 

characterised by large stocks of housing, which most owners would like to improve 

given the financing to do so. There is a long heritage of self-build within the continent, 

one that is not only prevalent among lower income earners, but even among middle 

and higher income earners who likewise undertake the building process 

incrementally and over time. The high levels of informality in the continent generally 

mean that there is degree of unpredictability and instability of incomes among 

households. This is a definite disadvantage when applying for formal finance, but fits 

in within the typical product mould for HMF. Taking a broad calculation of demand 

using the number of households in the country, the percentage of population 

not served by mortgage finance, the number of households who may want a 

loan, the number of households who can afford a loan, and based on average 
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loan sizes across the continent, an estimate as high as 8 billion dollars of 

largely unmet potential urban demand can be made.   

 

The ability to sufficiently supply such demand is a significant challenge. Shelter 

based NGOs do not have the advantage of a wide reach, and they are often involved 

in localised project driven HMF efforts. Both the banking as well as microfinance 

sectors, which would serve as a natural platform for lending for HMF, have limited 

penetration in the continent. Bank branches per capita are very low across Africa, 

with countries such as Morocco and South Africa all registering continental highs of 

less than 7 branches per 100 000 people, small relative to world figures. MFIs on the 

other hand, while they have made significant strides in growing their lending activities 

still have a limited geographical reach. Significantly also, existing MFIs may not have 

the necessary capacity to run a successful HMF lending operation, given this is a 

different kind of lending. It requires additional capacity in dealing with issues such as 

land and services acquisition, securing tenure as well as building and construction of 

houses. Further, these lenders suffer from a general shortage of funding; 

international microfinance investment vehicles collectively have no more than 10 

percent invested in Africa, most of which is concentrated in the top MFIs.  

 

It is nevertheless important to emphasise that despite this seemingly huge demand 

and the accompanying difficulties in raising funds, the amounts needed are relatively 

modest. Considering funds available on international markets, local pension funds 

and even remittances from the diaspora, HMF demand can be met, and enormous 

good achieved. In the light of the challenge of the Millennium Development Goals 

which requires a significant improvement in the lives of at least 100 million slum 

dwellers by the year 2020, HMF provides great potential through a method of 

housing delivery that is already well established and comes naturally to the poor.  

 

There is thus a need for concerted action among players in the development sector 

to increase the level of HMF lending in the continent. Currently, there are no 

examples of successful large scale housing delivery through HMF. A number of 

actions can be done to change this. Perhaps most important is the need to 

acknowledge and support incremental building processes go against conventional 

wisdom on housing production.  A production process driven by the poor often raises 

fears of uncontrolled, disorderly and sub-standard development in many quarters. 

Land use management regulations have long been used to prevent this kind of 

development, and they often go as far as threatening the tenure security of the 

inhabitants. This needs to change, and there is a requirement for lobbying and 

educating regulatory and policy makers in governments to accommodate and guide 

HMF driven housing development. Key areas to target include changes to restrictive 

land use legal frameworks and the provision of tenure security. Amendments to 

financial regulations inimical to conducting successful HMF operations are also 
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necessary. These include those that hamper the ability of HMF lenders to leverage 

various local and international sources of capital.  

 

Another important area requiring joint efforts is capacity building around the provision 

of HMF.  HMF lending provides considerable challenges to organisations around 

origination and collections, fund and risk management, human resources 

development, technology, product development, client education, as well as support 

to clients for land and services acquisition and building and construction.  

Capacity building however needs to be well timed; embarking on it too soon can 

undermine the sustainability of the organisation, and doing it too late can cause 

opportunities to be missed. Appropriate organisational support to MFIs and existing 

HMF lenders should thus be a core element of intervention from donors and 

international shelter based NGOs intent on encouraging HMF lending.  

 

Operational capacity is linked to funding, another important area that has the 

potential to limit the ability to scale up HMF. Currently, MFIs are experiencing 

difficulty in raising sufficient funds to disburse for microloans, let alone HMF. 

Importantly, investors are willing to provide funding for HMF lending only when there 

is a demonstrable capacity to manage these funds prudently. This chicken-and-egg 

situation requires an intermediary to commit funds for institutional capacity 

development before sustainability has been attained. This provides necessary 

comfort levels to investors willing to lend to HMF retailers, but apprehensive of the 

risks involved. Building networks to forge these and other equally beneficial 

relationships between lenders and intermediaries is important in this regard.  

 

For example, one way of bridging this gap has been through partnerships with 

international development agencies. This study highlights an example in Morocco 

where the Development Credit Authority of USAID has provided loan guarantee 

packages to allow MFIs to access commercial credit to fund their housing portfolios. 

The example of NACHU, a SACCO in Kenya, also provided in this study, illustrates 

the same point. Using its experience in microfinance lending, NACHU has introduced 

an innovative microfinance programme tailored to housing cooperatives for new 

housing, upgrading, group loans for land purchase and installation of basic 

infrastructure.  The demand has been overwhelming; as many as 65 percent of 

qualified loan applicants do not obtain loans because of a lack of funds.  To move 

away from its reliance on capital funds from donor grants and small loans, it is 

seeking to raise funds from commercial and cooperative banks, the capital market 

and international sources. NACHU is working with Rooftops Canada and other 

international NGOs to provide guarantees to enhance its credit standing and bridge 

the gap with these potential lenders. 
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It is apparent that interventions such as providing guarantees are important to HMF 

lender operations, particularly at the initial stages of organisational development. 

Nevertheless guarantees are market makers not market sustainers, and commercial 

and other lenders should with time be encouraged to take on some of the risks 

involved. Likewise, while some form of subsidised support is important in the initial 

stages of organisation development, the ultimate goal should be to create 

sustainable HMF lenders, weaned of sponsored funding. This should be borne in 

mind by donors and international shelter based organisations when providing this 

initial support to HMF lenders. 

 

Closer attention should be paid to accessing local funding sources as well. Capital 

markets across the continent are increasingly becoming useful tools for raising 

money, and there is a steady trickle of useful examples of listings of MFIs in bourses. 

Meanwhile pension funds are widely recognised as potential funding sources, but 

rarely sought for this purpose. Accessing them will need action on various fronts 

including regulatory reform, as well as technical capacitation. Importantly, as with 

many of the recommended actions, it will require lobbying and bringing together 

various actors, including regulatory authorities, fund managers and guarantee 

providers to tap into this resource.  

 

The advantage of HMF is that it is a response to the poor’s actual housing finance 

needs. Thus for example, HMF products can be designed to fit in with the livelihoods 

of beneficiaries. In this way, income streams from home based enterprises and small 

scale landlordism can be linked to the loan. It is essential that this aspect of HMF, 

which makes it so appropriate for lending to the poor, is retained. Lenders must tailor 

their products to suit the particular needs of the local poor. Thus loans need to be 

designed to adapt to typical circumstances of HMF beneficiaries, such as a lack of 

collateral, limited affordability, and a need for technical, financial and consumer 

education and support.  

 

There is a need to encourage a diversity of players to be involved in the HMF lending 

process. HMF in Africa has the potential to target a broad spectrum of income bands; 

from the poor to middle income earners. Further, special interest groups, for instance 

women can be specifically targeted. Due to this wide array of potential beneficiaries, 

different players, with different operational philosophies all have a role to play in 

scaling up HMF.  Banks for instance, unlike shelter based NGOs, are less inclined to 

lend for reasons of social development and transformation. Shelter based NGOS on 

the other hand, such as the Tanzanian example of WAT Human Settlements Trust 

provided in this study, may be particularly concerned about advocating gender 

equality, and equal rights in access to land. They can thus appropriately design their 

lending programmes with this in mind. Further, beyond the core roles played by the 

state, financiers and HMF retailers, there is a place for other players within the 
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housing supply value chain. The building materials industry for example can be 

linked to HMF lending and support. The example of Lendcor in South Africa has been 

made in the study. As a receiver of rural housing loans from the government, it has 

created a network of building supply merchants to support the housing improvement 

process. Beneficiaries obtain loans from Lendcor, who then instruct and pay building 

materials merchants. A close working relationship is forged between the loan 

beneficiary, the merchant and Lendcor to ensure the materials are used appropriately.  

 

Finally, HMF is a relatively novel area of lending and there are considerable gaps in 

information on how it can be best made to work. There is therefore an outstanding 

requirement for research that needs to be tackled by all actors, but particularly 

facilitators such as donor organisations keen on encouraging greater HMF activity. 

Information gathering around issues such as demand, ways and means of providing 

technical assistance to beneficiaries, best practices among HMF lenders, products 

offered, innovative approaches to raising funds and so on represent potential areas. 

Broader questions on the best operational environments for HMF, such as those 

touching on the role of the state, the workings of property and housing finance 

markets and the effects of land and financial regulatory frameworks likewise need to 

be answered.   
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1. HOUSING MICROFINANCE IN AFRICA  

The notion of and potential for housing microfinance (HMF) has been gaining 

currency globally. Defined as a subset of microfinance (Merrill, 2006), housing 

microfinance is the “micro financing of housing needs: the application of a micro-

finance based approach to housing finance” (Daphnis and Ferguson, 2004).  

 

While the concept of housing microfinance is possibly new in development circles, 

the practice is not. Unable to access mortgage finance either because it did not exist 

or because it was inaccessible, the majority of households in Africa have been 

financing their housing needs incrementally, with small amounts of money 

progressively applied towards their larger housing vision, for centuries. Tomlinson 

(2007) highlights that even today, throughout Africa, while high income earners 

generally use their own resources to house themselves, buying formal housing 

outright; the middle class and low income earners finance their own construction over 

time, often in unplanned areas. The innovation is that this practice is finally being 

noticed and is now being supported with more formal mechanisms. 

 

At an IUHF meeting in Brussels in June 2004, Ferguson made the case for HMF 

succinctly: 

“Less than 30% of households in most emerging countries can afford a mortgage to 

purchase the least expensive, developer-built unit because: 

• House prices are high; 

• high real interest rates of 10% and more, amortised over few years creates high 

monthly repayments that low income earners often cannot afford; 

• unavailability of long term funding, which creates interest-rate risk and limits the 

supply of mortgage credit;  

• costly formal-sector systems for property rights, land use development, 

property transfer taxes, push families into the informal sector and contribute to 

limit the demand for mortgage money;  

• instability of household income makes long-term debt risky to lenders and 

unattractive for many families; and  

• so, most households build step-by-step, room-by-room.” 

 

Indeed, research commissioned by the FinMark Trust into housing finance sectors in 

various African countries has found that at best, 15% of local populations are eligible 

for mortgage finance – and this is before housing affordability is considered.  In this 

envir/onment, housing microfinance becomes a critical tool to enhance access to 

housing.   

 

Unfortunately, very little is known about housing microfinance institutions in Africa 

(HMFIs) – the literature appears to be very thin (Tomlinson, 2007).  That said, it is 
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growing, with case studies of various initiatives in Africa being now more regularly 

documented. 

 

To address this gap, the FinMark Trust has commissioned this literature and desk 

review of housing microfinance in Africa. This research is of especial interest to new 

market entrants: investors, developers and practitioners, as well as a range of 

Development Finance Institutions, who are all seeking to engage in housing 

microfinance, but who lack the market knowledge to target their entrance. Neither 

time, budget nor methodology have allowed for this report to be a comprehensive 

overview – while the findings and data included in this report are extensive, they are 

at best indicative of an emerging sector that has yet to be explored in this continent in 

any level of detail.  While more localised research has in some cases uncovered 

more local detail, there has been no continental study such as is covered in this 

report.  The FinMark Trust hopes that this research will assist the range practitioners 

involved in HMF to actively develop their plans and products to meet the needs of 

low income Africans wishing to improve their housing circumstances. 

 

This report is split into eight sections, as follows: 

• Section 1: Housing microfinance in Africa  

• Section 2: HMF demand and supply side indicators  

• Section 3: Regulatory and policy environment  

• Section 4: Estimating demand  

• Section 5: Trends and selected case studies  

• Section 6: Development challenges and opportunities  

• Section 7: Recommendations and conclusions 

• Section 8: Future research agenda.  

 

1.1 WHAT IS HOUSING MICROFINANCE? 

Housing microfinance is a small loan used for housing purposes.  Sometimes 

referred to as a home improvement loan, housing microfinance may be used by the 

borrower to, according to Hokans (2008):  

! Build additional rooms for storage, sale or production related to home enterprises; 

• build rooms to rent to supplement income or host family members; 

• improve security of the home through for instance, the installation of security bars 

and doors or building external walls; 

• repair roofs and other areas;  

• finance the acquisition of municipal services such as water sanitation, and 

electricity; and 

• compensate for the lack of municipal services through purchase of tanks for 

water harvesting, pre-fabricated ventilated pit latrines, solar panels and 

composting toilets. 



 

Demand for HMF in Africa: September 2009 16 

 

Although the field is growing, there are only a few writers on the subject.  In his 

seminal book, “Housing Microfinance: A guide to practice”, that he co-edited with 

Bruce Ferguson, Daphnis (2004a) defines housing microfinance as encompassing 

financial services that allow poor and low income clients to finance their habitat 

needs through microfinance methodologies. Broadly: 

• Loans are for relatively small amounts compared with mortgages, based on the 

clients capacity to repay; but are larger than general microloans; 

• repayment periods are relatively short in comparison with mortgages, but longer 

than for general microloans; 

• loan pricing is intended to cover the real long run costs of the operation; 

• loans are generally unsecured, or at best, collateral substitutes are used – 

critically, the property itself is not necessary to secure the loan; 

• loans finance habitat needs incrementally, related to their size, payment periods 

and low monthly instalments; and 

• often, housing microfinance grows from conventional microfinance lending, and 

this is often utilised to link the loan with past history of borrowing by the loan 

beneficiary.  

 

The typical size of the loan varies greatly. Internationally, figures range from $100 to 

as high as $5,000. However, loans for as high as $15,000 used for construction of 

new homes are sometimes characterised as HMF (Escobar, 2004). These loans, 

while much bigger, are lent using typical microlending methodology that uses 

alternative forms of security.  They are also disbursed by traditional MFIs. HMF 

lending in Africa however is for much smaller amounts (see Annexure A) used for 

progressive housing improvement by lower income earners.   

 

Likewise, while the typical term for HMF loans is anything from one to five years, 

international practice has shown that microlenders can lend for longer. Terms as high 

as fifteen years, which is nearly the same duration of normal mortgage finance, are 

often mentioned (Escobar et al, 2004; Daphnis, 2004b). These longer terms of more 

than five years arise for a variety of reasons. For instance, loans linked to a previous 

relationship with the borrower, or those linked to deposits and savings in the same 

lending institution may be for much longer (Daphnis, 2004b). Such loans are 

exceptions however.   

 

The outputs of successful HMF loans include better, improved more habitable and 

sometimes income generating homes.  It is also possibe that these improved homes 

become mortgageable through this investment process, offering a financial asset (as 

highlighted by de Soto) to the household.  Further, the loans create a credit history 

for the borrower, important for incorporation into the financial system and further 

access to financial services.       
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Box 1: An example of incremental bulding through HMF: Select Africa, Swaziland   
Mr. Esau Maxwell Kunene is a 52 year old Swaziland government employee and the 
breadwinner of his family. He is employed as a teacher in one of the rural settlements in the 
Western Hhohho Region. He previously lived in a government house, and harboured the 
dream of owning his own home. In 2005, he began to search for a small plot of land on which 
to construct a house. He quickly encountered the problem of obtaining finance for this 
endeavour, as conventional loan products were too costly for him on a monthly salary of E3, 
510.00 (approximately US $ 530). He then approached Select, a housing microfinance 
institution in Swaziland, where he qualified and was approved for a loan of E20 000-00 (about 
US $ 3 000). This he chose to repay over a period of 24 months. He used this first loan to 
build a foundation and to purchase some building materials such as cement. The loan was 
not enough at the time to finish his house, and once he had finished paying the loan off in 
August 2005, he rolled over the loan, which he did repeatedly a total of ten more times, 
making the grand sum of money borrowed E57,000.00 (about US $ 8 500). With this, he has 
finished building the walls, roofing, and wired and connected his five roomed home to the 
electricity grid. A further loan in July 2008 of E9, 590.00 (about US $ 1400) was used to 
purchase fencing materials, build a gate and plant trees around his home. Mr. Kunene is very 
pleased with the housing product and intends to borrow more to complete tiling his home and 
also a one room flat he intends to rent out.   Source: Select Africa presentation 

 

Broadly, there are two kinds of HMF lenders (Merrill, 2006): housing niche market 

lenders, and more general microlenders offering an HMF product. The first type 

provides HMF on a stand alone basis, independent of other microfinance services or 

housing finance products. This kind of lender has an explicit expectation that the loan 

will be used for housing purposes.  Generally, the lender does not rely on prior 

borrowing history as an assessment of capacity to pay. Instead the borrower is 

assessed on eligibility criteria such as financial profile and habitat needs; for some, 

also savings capacity. The second category of HMF lender is one that offers the loan 

as part of a wider suite of products, not all of which are housing-related.  In this case, 

loan eligibility is often a reward for a good borrowing track record.  This track record 

also serves as a risk assessment for loan performance (Daphnis, 2004).  

 

1.2 MICROFINANCE AND HOUSING MICROFINANCE EXPLAINED  

The evolution of HMF, while not solely attributable to microfinance lending, has been 

intricately linked to its growth. 1 Microlenders developed loan products for 

consumption as well as enterprises, usually less formal small and micro enterprises 

(SME). It became apparent however that a large part of both types of lending in 

reality were being used for housing improvement. Habitat for Humanity (2008) 

provides that 20-30% of current, generic microfinance loans are in reality used for 

HMF. In Angola, 30% of KixiCredito loans are used for housing improvement (Cain, 

2007). In South Africa, Gardner (2009) suggests that 10-33% of microfinance loans 

are used for housing.  

 

                                                
1
 The evolution of housing microfinance has also been attributed to housing and shelter NGOs as a natural 

progression of their activities.    
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This demand resulted in the development of specialised housing microfinance 

lending.  

 

Microlending and HMF have many similarities including the fact that their clientele is 

often from low to moderate income households, loan terms are relatively short and 

loan amounts small. Collateral useable in both instances is generally the same; 

personal guarantees, liens over goods and co-signers, with the added potential use 

of title deeds for HMF lending. The latter happens in exceptional situations where 

there is secure tenure. Their distinguishing features include: the objective of lending; 

size, whereby enterprise loans are generally smaller and the term much shorter, less 

than one year as opposed to as much as one and half to five years for HMF. HMF 

lending also often demands much more support from the lender. This includes 

building technical support and advocacy and lobbying of government in cases of land 

and infrastructure needs.  

 

1.3 ACTORS IN HMF  

There are various actors in HMF, performing different roles in the supply chain, 

driven by different philosophies, reaching out to different beneficiaries and having 

varied operational models.  

 

1.3.1 Lenders  

Housing Microfinance Institutions operate as either first, second or third tier 

organisations, defined in this way by how they are regulated.  Formal institutions (first 

tier) are regulated as banks; semi-formal institutions (second tier) are regulated as 

non-bank institutions; informal institutions (third tier) are un-regulated.  

 

Table 1: Categorisation of different HMF lenders  (Source Rust, 2007) 

 

Category Description  Examples in Africa (not a comprehensive list) 

!"#$%&!#'$&()'*'$+,,-&.*$').,+/'%0 

Informal, locally 
established (susu, 
umpato) 

Savings based, locally defined. 
Approach and use of funds defined by 
group: individual or collective loans. 

All countries 

Community based shelter  
Funds 

Usually donor supported (i.e. Slum 
Dwellers International) largely 
collective loans, targeted at most 
poor. 

* Trust Fund of the Housing People of Zimbabwe2 
* Mata Masu Dubara of Niger  
* WAT Human Settlements Trust in Tanzania; and 
other examples in Angola, Namibia, Kenya, 

1'23*%&!#'$&($').,+/'%&+4&*3*56+*740 

Cooperatives and credit 
unions (Saccos) 

Individual loans for housing often a 
coincidental focus; else explicitly 
established for housing. 

* NACHU in Kenya 
* WAT SACCOs in Tanzania; other examples in 
Namibia, Zambia 

                                                
2
 Due to the economic and political crisis in Zimbabwe, HPZ no longer operates the Trust Fund and is 

not able to operate housing loan program. 



 

Demand for HMF in Africa: September 2009 19 

Category Description  Examples in Africa (not a comprehensive list) 

Origins in housing delivery / local 
shelter NGOs that saw housing 
microfinance as the next progression 

* Kuyasa Fund in South Africa 
* Zambia Low Cost Housing Development Fund 

Non-bank micro lenders 
(credit-only) 

Origins in micro credit for SMMEs; 
housing the next progression.  
Individual loans for those with secure 
tenure.   

* Uganda Microfinance Limited 
* Jamii bora in Kenya 
* PRIDE in Tanzania 
* Blue in various countries;  
* Malawi Rural Finance Company  
* FAULU Kenya; and other examples in Angola, 
Ghana, Namibia, Tanzania, Zambia 

8#$4/&!#'$&($').,+/'%&+4&6+*740 

Microfinance banks 
(deposit taking and 
lending to members and 
sometimes non-
members) 

Usually, when micro lenders convert 
to banks to access capital – a focus 
on housing loans usually comes later. 

* Kenya: Equity Bank, K-Rep  
* Zambia National Building Society 
* Pulse Holdings in Zambia 
* South Africa: Teba Bank 
* Capitec Bank; African Bank 

State owned banks  
offering micro loans 

Trend is now moving away from these 
as many sustained losses. 

Examples in Ghana, Tanzania, Guinea, Uganda 

Commercial banks 
offering micro loans 

SA banks have offered unsecured 
loans for some time.  The National 
Credit Regulator in SA, for example, 
estimates that 10-30% of these are 
used for housing. 

* South Africa: ABSA , Standard Bank, First National 
Bank, Nedbank  
* Zambia: Indo-Zambia Bank 
* Angola: Banko Novo   

 

These categories are broad, and the characteristics of their lending may overlap. 

Typically however, the move from third tier operations (for instance community based 

shelter funds) to first tier operations (microfinance banks and commercial banks) is a 

continuum typified by:  

• Greater lending to the poor particularly the very poor, to secure shelter, including 

land and infrastructure. 

• Targeting and prioritising of those without secure tenure, basic services and 

adequate housing. 

• Greater use of loan funds for uses other than merely home improvements. Thus 

community funds will also typically be lent for land, infrastructure and also 

housing improvement, targeting a more substantive program in improving 

housing conditions.  

• Greater emphasis on savings to qualify for a loan. 

• More emphasis on support, including organisational and technical support of the 

beneficiaries. 

• Greater use of the collective, the community, as a core and essential component 

to lending happens in third tier organisations. Here, the community takes on the 

additional significance of being the vehicle to ensure inclusion of the very poor. 

• Interest rates tend to be lower, often subsidised as you move to third tier 

organisations. 

• For collateral in third tier organisations, there is great emphasis on collective loan 

management, peer pressure and relationship-based lending. First tier 
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organisations have a wider variety of forms of collateral including personal 

guarantees, liens over assets, co-signers and so on. 

• Financial sustainability is desired and often a prerequisite to operations of first 

tier organisations although subsidies may be provided occasionally. Community 

funds often rely substantially on state and donor subsidies. Further, they may not 

always want to move to scale, and instead use experiences to influence housing 

policy in general.   

• Municipal and state links within operations are stronger in third tier organisations. 

First tier organisations are more linked to financers, other financial institutions, 

capital markets and so on. Only in certain project driven instances for example 

slum upgrading, will they forge close links with local government (UN Habitat, 

2005b).     

 

1.3.2 Investors in HMF 

Potential investors in HMF in Africa include those traditionally associated with MFI, 

as well as international shelter nonprofit organisations associated with housing 

provision.  

 

i. Traditional investors in MFIs  

Forster et al (2008) identifies three main categories of investors in MFI: 

 

Firstly there are public investors, including national governments and international 

development finance institutions (DFIs). Governments have many demands on their 

resources, but in the post financial crisis environment, some may be looking for 

broad stimulus packages as well as backstopping the financial markets. DFIs are 

often the private-sector investment arms of government- owned development 

institutions. They include multilateral organizations, such as European Bank for 

Reconstruction and Development (EBRD), Inter American Development Bank (IADB), 

and International Finance Corporation (IFC), and bilateral organizations, such as KfW 

(Germany), and Overseas Private Investment Corporation (OPIC) (United States). 

Another is the Netherlands Development Finance Company (FMO), a majority Dutch 

state owned development bank that finances institutions in developing countries. It is 

involved in financing housing in a number of African countries. DFIs invest in 

microfinance as part of their official mission to support sustainable private-sector 

development in developing countries.  

 
The second type of MFI investors are individual investors. These are often socially 

motivated individual “retail” investors, although not all have a double- or triple-bottom 

line mandate. Examples include Oikocredit, a Dutch cooperative society established 

in 1975 by the World Council of Churches. Other microfinance investment funds that 

raise capital from individuals include the Calvert Foundation in the United States and 

specialised mutual funds registered in Europe, such as Dexia Microcredit, 
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responsAbility, and the Triodos Fair Share Fund.3 High net worth individuals have 

also become important funders of microfinance. Some examples include Pierre 

Omidyar and Bob Patillo.  

 

Private equity firms and some hedge funds have also become increasingly interested 

in housing microfinance as an investment target. Private equity firms have the 

longest investment horizon and usualy longer lock-up periods for investors, so they 

remain a possible source of funding. This is despite the fact they prefer 30% and 

greater returns, which means they are more likely to be equity investors and 

distressed debt buyers.4 Many hedge funds have also been liquidity constrained due 

to their reliance on debt, and now many are also facing redemptions from investors, 

so are capital constrained as well. 

 

Finally, institutional investors including international banks, pension funds, and 

insurance companies (both local and international), have begun to take a keen 

interest in microfinance investment.  

 

Table 2: Major individual “retail” fund investors in microfinance in Africa (Fund 

asset amounts not restricted to investments in Africa) 

(Source, MIX Market, 2009).  

 

Fund Name Country of 

Incorporation 

Fund Assets 

(US$) 

% of Fund 

Assets 

Allocated to MF   

# of Active 

MF 

Investments  

Oikocredit Netherlands 614,523,000 49.63% 390 

responsAbility Global 

Microfinance Fund Switzerland 358,270,466 79.20% 182 

Dexia Microcredit Fund Switzerland 298,520,918 95.44% 163 

Calvert Foundation United States 106,258,735 25.56% 50 

CORDAID Netherlands 101,252,110 58.13% 129 

Dual Return Fund Austria 95,921,101 93.45% 65 

Gray Ghost United States 75,000,000 100.00% 16 

Triodos-Doen 

Foundation Netherlands 71,545,551 89.68% 78 

Citi Foundation United States 63,000,000 n/a 42 

The Hivos-Triodos 

Fund (HTF) Netherlands 57,000,596 91.57% 41 

 

 

ii. International shelter nonprofit organisations associated with housing 

provision 

                                                
3
 See websites reference section for their addresses.  

4
 Email correspondence from an investor, 24 October 2008. 
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International NGO Housing Providers also offer funding for housing microfinance, 

either on a retail or wholesale basis.  These include international shelter nonprofits 

such as Habitat for Humanity International (HFHI) and the Cooperative Housing 

Foundation (CHF). HFH for instance provides loans products, often unsecured 10-15 

year promissory notes with preferential interest rates. They additionally offer 

technical support, supporting microlenders in understanding progressive housing, as 

well as borrowers in their self build efforts.  HFHI operates in many countries 

throughout Africa, providing loans directly to clients as part of their home building 

initiatives, or working in partnership with local microlenders.5 CHF International has a 

large housing portfolio, $15.2 million as at the end of September 2007, 20% of this in 

Africa.  

 

A graphic illustration of the housing finance supply chain and the relationships 

between these and other players is illustrated in Annexure B. 

                                                
5
 For an overview of HFH’s activities in Africa, see their presentation on the subject, made at 

the HMF Workshop held in Dar es Salaam in May 2008 (FinMark Trust, Rooftops Canada and 

Habitat for Humanity, 2008). 
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2. HMF DEMAND & SUPPLY SIDE INDICATORS  

2.1 INTRODUCTION  

The potential for HMF has been described as “underdeveloped” and “huge… ” (Ming-

Yee, 2007:9) “strong” (CHF International, 2005a: 45) and that it is “typically immense 

around the world” (Ferguson, 2003:22).6 The following sections draw attention to the 

indicators that can be used to test this hypothesis in Africa. It must be emphasised 

that these are broad indicators that point at potential demand. Nothing can replace 

the role of localised demand studies for HMF, described in detail in literature such as 

CHF International (2005a) and Baydas (2004). Further, Africa has very diverse 

countries, at different stages of economic development. Some of the indicators here 

may be truer in certain countries than others.    

 

2.2 DEMAND SIDE INDICATORS    

2.2.1 High urbanisat ion rates  

High urbanisation is often associated with a high demand for HMF (Ferguson, 2003; 

Malhotra, 2004). The reasoning is that with high urbanisation comes an 

accompanying greater need for housing.   

 

i. Urban versus rural HMF lending  

Most writing on HMF tends to focus on the urban housing question. Evolution of the 

practice of HMF as experienced in Latin American contexts has been distinctly urban, 

where the majority of its citizens live. This is not the only reason for this urban bias 

however; dense urban areas offering high demand and market surplus to ensure 

financial sustainability are often the areas of choice for entrants into HMF, especially 

first tier operators with greater commercial orientation.  There are some exceptions 

for instance in Bangladesh where lenders have extended into rural areas (UN Habitat, 

2005b).  

 

In Africa, while urbanisation rates are high and the population rapidly becoming 

urbanised, it is still largely a rural continent. From Table 3 below, it is evident that 

even with rapid urbanisation, only fifteen of the continent’s countries had a majority of 

urban inhabitants as at 2007. The housing question in Africa and the need for HMF is 

thus a question that will require equal consideration of both urban and rural viability.  

 

                                                
6
 In one study done in Mexican cities for example, it was found to be five times the effective 

demand for microfinance loans (Ferguson, 2003).  
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In considering entry into HMF lending in either urban or rural contexts, a number of 

issues need to be considered by HMF providers (Centre for Urban Development 

Studies Harvard University, 2000; Pers. Comm, Queiros, 2009); 

• Land, material and labour costs are much higher in urban contexts. 

• Complex land and housing regulations in urban areas often complicate the 

housing question. Further, land tenure issues are much more complex and 

political in urban areas.   

• Rural communities can be asset rich but cash poor – unlike the city poor who can 

be asset poor but can at times have good income. Indeed some very rural 

communities are non-cash economy communities. 

• There may be non existent or missing proof of title to land documentation, 

undefined tenure systems, or traditional tenure systems in rural areas.  

• Poverty in rural areas is amplified because of seasonal fluctuations and vagaries 

of the weather, natural disasters, and the general lack of diversification in the 

economic base. Lenders may have to adjust loan terms, interest rates, and loan 

amounts to fit in with these issues.  

• Community acceptance of a lender, especially among traditional leaders where 

they exist is often necessary in rural areas.  

• There is lower literacy and (financial) education rates in rural areas than in cities.  

• The market in rural areas is much more geographically dispersed, and the costs 

of logistics are higher.  

• Demand for rural housing loans may also arise from urban customers seeking to 

improve their “home” base.    

 

The type of home improvements also varies considerably between rural and urban 

areas. Some home improvements, for instance security improvements, are more 

common in urban areas. Building materials such as thatch are more commonly used 

in rural contexts (Pers. Comm. Mulrooney, 2009).    

 

ii. Urbanisation as an indicator  

Although still largely rural, Africa is urbanising rapidly, with projections stating that by 

2030, 50% of sub-Saharan Africa’s more than 1 billion people will live and work in 

towns and cities.   

 

Table 3: Countries in Africa with the highest number of urban inhabitants as a 

percentage of the total population and the highest annual urbanisation rates  

(Source World Bank, 2007) 

Country  Percentage of 

population that is 
urban  

Country  Percentage annual 

growth of the urban 
population 

Cote d'Ivoire 86 Rwanda 7.6 

Libya 84.8 Eritrea  5.6 

Gabon 83.6 Sierra Leone 5.3 
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Country  Percentage of 

population that is 
urban  

Country  Percentage annual 

growth of the urban 
population 

Tunisia 65.3 Mali 4.7 

Algeria 63.3 Malawi  4.6 

South Africa  59.3 Gambia 4.4 

Morocco 58.7 Congo. DRC 4.4 

Liberia  58.1 Sudan  4.3 

Sao Tome and 
Principe 

58 Togo  4.3 

Botswana  57.4 Somalia 4.3 

Cape Verde 57.3 Uganda  4.3 

Cameroon  54.6 Nigeria  4.2 

Gambia 53.9 Mozambique 4.1 

Angola  53.3 Tanzania 4.1 

Seychelles  52.9 Niger 4.1 

Nigeria  48.2 Sao Tome and 
Principe 

3.9 

Ghana 47.8 Comoros  3.9 

Congo 45 Ghana 3.7 

Egypt 42.8 Madagascar  3.3 

 

 

HMF in urban areas in Africa will therefore see enormous growth in the near future 

because of these high growth rates. Further, the current urban areas already feature 

a large need for habitat improvement, and improvable housing stock. For example, 

according to the World Bank (2006), in Mozambique only 20%, and in Ethiopia only 

23% of urban housing is classified as “durable dwellings”.7 In a study in Mbabane, 

the capital of Swaziland, 70% to 90% of respondents indicated they would like to 

upgrade their existing structures, rather than acquire another plot in another area 

(Mbabane City Council, 2006).  

 

2.2 .2  High real interest rates  

Countries with high real interest rates (defined as 10%+ over extended periods) 

make traditional mortgage finance unaffordable even to those with regular incomes, 

so that the majority become ineligible. This increases the potential for HMF lending 

(Ferguson, 2003).  

 

In 2004, the average real lending rate in sub-Saharan Africa was 13% compared with 

an average of 8% in other low and middle income countries, and 3.5% in industrial 

countries (Christensen et al, 2006). It is noteworthy that apart from high interest rates, 

unstable macro economic conditions have often also created interest rate volatility. 

                                                
7
 Durable dwelling refers to structures made of durable building materials (concrete, stone, cement, 

brick, asbestos, zinc and stucco) expected to maintain their stability for 20 years or longer under local 

conditions with normal maintenance and repairs. This taking into account location and environmental 

hazards such as floods, mudslides and earthquakes.  
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This further discourages mortgage borrowing as there are no guarantees on the level 

of future indebtedness. This is especially so where banks have not developed loan 

products with fixed interest rates. Further, in volatile interest rate environments, fixed 

interest rates are likely to be set much higher than the lowest level of the variable 

rate, undermining the viability of this product for the borrower.     

 

2.2.3 Rental versus ownership as a factor in demand  

An issue that confronts HMF lenders is the various types of occupier rights over 

housing structures evident in many of Africa’s less formal settlements. De facto 

“ownership” of housing structures is commonplace in many informal areas. For 

example, in a survey of informal households in selected informal settlements in 

Mbabane Swaziland, some displayed as high as 74.5% ownership of the structures 

(Mbabane City Council, 2006). However, in Accra Ghana, a similar survey revealed a 

scenario that was more mixed. Ownership rates varied from 25% to 51% (Akuffo, 

2007). In contrast, informal settlements such as Kibera in Kenya have as high as 

80% of the inhabitants as tenants, with most landlords not living in the settlement 

area (Syagga et al, 2001).  

 

With secure tenure, landlords seem to have an incentive to improve their rented 

structures to obtain higher rents (see for example Mutero (2007) on the case of 

lending by NACHU in Kenya). This suggests that irrespective of whether the structure 

is occupied by a tenant or an owner, secure tenure is more important as an incentive 

to home improvements.8 There is scope for further investigation into this question, 

especially relevant for cities with higher rates of tenancy in informal areas.  

 

2.2.4 The desire to self  build and improve housing stock  

One consequence of low mortgage penetration in many African countries9 has been 

the creation of a culture of building, rather than purchase of ready built units. This 

includes households that may qualify for mortgages and purchase of ready built units. 

In Kenya, the high cost of mortgages, the lack of flexibility on instalment payments 

and the need for personalisation has served as an incentive for salaried people with 

moderate incomes to opt to borrow money from SACCOs or use savings to build 

their homes incrementally over a number of years (Mwongela, 2009). In Angola, the 

concept of “owner-builder” is fundamental to the traditional process of building 

houses (Cain, 2007). In Tanzania, a survey found that the majority of households 

would prefer to build a house using craftsmen hired informally rather than buying one 

(Nnkya, 2007). These informal craftsmen provide the flexibility required for 

                                                
8
 Syagga et al (2001) suggests that it is the insecure tenure that makes landlords provide temporary, 

unsanitary and inadequate shelter, not the fact that they do not occupy the housing structure. .   
9
 See section 2.3 
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incremental building despite that fact they may not always be sufficiently trained to 

build good, technically sound homes.  

 

Many banks have recognised this distinctive demand. In Lesotho for instance 

Nedbank offers cash for construction to applicants, which after completion of 

construction can be converted into a mortgage of twenty years (Pers. Comm. 

Murahawa, 2008).10 Housing Finance, a bank in Kenya, provides a loan product that 

allows for those wishing to build their own home and who already own the land to do 

so. It provides a consortium of professionals in the construction industry - architects, 

project managers, quantity surveyors, structural engineers and legal advisors - to 

supervise the construction for the client (Housing Finance, 2009).  

 

The culture of self build and the need to improve shelter conditions incrementally is 

therefore entrenched in many parts of Africa, and contributes to the high potential for 

HMF.  

  

2.3 SUPPLY SIDE INDICATORS  

2.3.1 Poor delivery of  housing at scale by various players   

HMF has challenged a commonly held perception among housing finance providers, 

governments and donors. Housing finance was previously understood as the need to 

finance a compete dwelling under terms affordable to poor families, attractive to the 

commercial sector, and at scale large enough to impact on national housing 

shortages (Daphnis, 2004b). Unfortunately in most countries, this did not happen.  

 

i. The state 

One of the most common housing interventions by post independent African states 

was direct involvement in the construction, provision and funding of housing. These 

state housing efforts generally proved to be inadequate in meeting housing needs in 

African countries. Apart from South Africa, there has been no large scale sustained 

delivery of state funded housing in Africa. Further, as the case of South Africa has 

shown, scale delivery of subsidised housing by the state does not preclude the need 

for incremental housing improvement and HMF because of the considerable 

backlogs and need for top structure improvement (Gardner, 2008).  (See Annexure E 

on examples of state delivery of housing across Africa over the years). The inability 

of governments to address the totality of their housing challenges is therefore 

another factor leading to greater demand for HMF across Africa.  

 

ii. Low penetration of commercial banking and financial services 

                                                
10

 This is subject to there being title for the land.  
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The reach of financial services is limited in many African countries. Bankable 

Frontiers (2007) for instance provides that in middle income Southern African 

countries, typically 50% of people are banked, and in low income countries, this is 

below 20%.11 In Nigeria, only 21% of the adult population has a bank account (EFinA, 

2008).  

 

Figure 1: Number of bank branches per 100 000 of selected Africa countries 

(Source Bankable Frontiers, 2007)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This low penetration rate of formal banking institutions suggests greater demand for 

the services of alternative providers such as microfinance. When it is not readily 

avallable, informal networks such as stokvels (i.e. savings clubs), SACCOs, and 

other rotating credit schemes are used. 

  

iii. Low penetration of mortgage lending   

According to Fergurson (2003) mortgages serve only the top 20-30% of the 

population in low to middle income countries around the world. He states:  

 

The huge effective demand for HMF in many countries consists not only of poor 

households, but also most moderate-income households, which are clearly bankable 

in traditional terms but who remain largely unserved by conventional home lenders (p 

27).  

                                                
11

 The middle income countries included southern African countries of Botswana, Namibia and South 

Africa, and around the lower income countries in East Africa included Kenya, Tanzania, Uganda and 

Zambia. .  
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There is a place for mortgage lending in many African countries. A genuine 

willingness of banks and mortgage providers to create products that will serve a 

larger number of housing finance seekers, plus creation of a conducive lending 

environment can contribute to greater penetration rates (See Annexure C on 

Mortagage Finance in Africa and why banks have contributed to this low penetration). 

Nevertheless, according to Rust (2007), less than 15% of the population will 

realistically be eligible for a mortgage or able to afford the cheapest available house 

on mortgage. This potentially creates a high demand for HMF, a demand that spans 

a broader market, represented by multiple income bands and affordability 

thresholds12.  

 

2.3.2 Increasing entry into HMF lending  

Increasingly, MFIs, banks, community based shelter funds and Savings and Credit 

Co-operatives (SACCOs) are moving into or diversifying into HMF lending. Upon 

experimentation with housing lending by the Development Workshop in Angola, it 

was reportedly overwhelmed by requests to extend its lending (Cain, 2007). NACHU, 

a SACCO in Kenya, has reportedly faced greater demand for housing loans than it 

can satisfy. In 2006 for instance, from 130 applications for loans that qualified for 

lending, only 27 were granted (Mutero, 2007:26)13. The Mchenga Housing Fund in 

Malawi has likewise been overwhelmed by demand, and has had insufficient funds to 

meet it (Manda, 2007). Capitec Bank in South Africa while not offering HMF notes 

that many of its clients need housing loans (Capitec Bank, 2007). Meanwhile ABSA 

Bank in the same country has a strategic plan to roll out a new incremental housing 

credit product and distribution network, probably in partnership with existing housing 

microfinanciers (Gardner, 2008). Faulu Kenya, a non-bank microlender, recognising 

the need for housing products has established a pilot for HMF in collaboration with 

Habitat for Humanity (Mulrooney, 2009).  Habitat for Humanity has likewise partnered 

in Malawi, and in Rwanda, the latter with Urwego (AMAF, 2008). ProCredit, an MFI in 

Ghana in 2006 launched a housing improvement loan (ProCredit, 2006). Another 

Ghanain MFI, Boafo Microfinance Services, intends to have a portfolio of housing 

loans worth $1.2 million within three years (Parekh et al, 2008). The Kuyasa Fund an 

NGO and non-bank housing microlender has embarked on a five year growth plan to 

add an additional 300 000 clients to its books by 2013. Over this time, it expects its 

loan book to grow to R1.1 billion (about $137.5 million) and its staff to grow to 1 100 

people (FinMark Trust, Rooftops Canada and Habitat for Humanity, 2008).  

 

                                                
12

 Lending to various income brackets has also been used by HMF lenders as a deliberate 

diversification strategy to reduce risk (Parekh et al, 2008). 
13

 The value of unmet demand was put at $450 000.  
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Other organisations that have stated their intention to do HMF include Novo Banco in 

Angola (NOVO BANCO, 2006), and Akiba Bank and PRIDE in Tanzania.14 PAPME 

(Agence pour la Promotion et l'Appui aux Petites et Moyennes Entreprises) from 

Benin likewise has expressed its intentions to offer HMF.15 Some MFIs are 

introducing “asset loans” which can be used for housing finance, for example ACSI in 

Northern Ethiopia (Gobezie et al, 2007).  

 

Demand for HMF has also seen growth in commercial bank lenders entering the 

market. It is described as a “viable market in at least in some contexts” (Mitlin, 

2007:333) and a “potentially profitable sector” for these lenders (UN Habitat, 

2005b:105). There are various models that are used to enter into this market by 

commercial lenders. These include collaboration of banks with MFI lenders or directly. 

Often in the latter case, a separate organisation specialising in these loans is hived 

off from the parent body 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Another model, used by the HFC Bank in Ghana, involves the creation of a non-

financial service company, Boafo. It was launched with CHF International and 

assistance from USAID and UN Habitat’s Slum Upgrading Facility. Boafo services 

the loans that are kept on the balance sheet of the bank (Hokans, 2008).  

 

2.3.3 Successful,  growing and prof itable MFI lenders  

A large, vibrant and profitable microfinance industry is an indicator of potential for 

successful HMF lending (Hokans, 2008). In Africa, microfinance is on the rise in 

many countries. Table 4 below shows the leading countries from data compiled by 
                                                
14

 Information from the Tanzanian organisations obtained over the phone from loan officers,17 February 

2009.   
15

 Pers. Comm. Mr Alphonse, 17 February 2009. The potential for Tanzanian entrants is unsurprising 

since a reported 98% of the housing stock in urban areas is constructed on an incremental basis, 

unchanged from figures quoted in 1978 (UN Habitat, 2005b). 

Box 2: FINADEV Benin 
The Financial Bank in Benin, a formal banking institution was the first to propose social 
loans in 1995 to people who could not access formal funding from banks to improve their 
housing and buy land. The Bank was also one of the most active partners of PADME 
(Association pour la Promotion et lappet au Développement de Micro-enterprises), a 
microlending enterprise. It refinanced 25% of their loan portfolio and used its branch 
infrastructure for PADME’s loan disbursements and repayments by around 8,000 clients.  
 
In November 1998, Financial Bank created FINADEV as their microfinance subsidiary. 
Since its start up, FINADEV SA has given access to microcredit to more than 25 000 small 
borrowers in Benin. Apart from traditional microfinance products, it provides housing loans. 
FINADEV suffers from similar problems as other microfinance institutions including 
limitation of funding, a lack of innovation in loan management, difficulty in adjusting to risks, 
increasing unmet demand as well as weaknesses of MIS and governance.(FINADEV, 
2009).   
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the African Microfinance Action Forum (AMAF).16 South Africa, Ethiopia and Morocco 

top the list with the highest number of borrowers.   

 

Table 4: Countries with the largest outreach for microfinance as at 31 

December 2006 (not necessarily housing-specific) 

(Source, AMAF, 2008).  

 

Borrowers  Savers  

South Africa  3.3 million  Kenya 5 million  

Ethiopia 1.5 million  South Africa 4.2 million  

Morocco 1 million  Ghana 3 million  

Kenya 0.69 million  Uganda 1.7 million  

Ghana 0.63 million  Nigeria 1 million  

Egypt 0.56 million  Senegal 0.74 million  

Nigeria 0.52 million  Côte d’Ivoire 0.71 million  

Senegal 0.36 million  Rwanda 0.7 million  

Uganda 0.36 million  Benin 0.69 million  

Burkina Faso 0.33 million  Mali  0.64 million  

 

As at 2008, five countries in Africa reached the million borrower client milestone, that 

is: Egypt, Ethiopia, Kenya, Morocco and South Africa. Regionally, West and East 

Africa, and South Africa in the south have been particularly successful in 

microfinance lending. Growth rates have been particularly high in Egypt, Ethiopia, 

Kenya, Morocco, Senegal and South Africa. Next to these, Burkina Faso, Cameroon, 

Nigeria, Rwanda, Tanzania, Togo and Uganda are also registering high levels of 

microfinance growth (AMAF, 2008). In terms of profitability, MFIs on average perform 

best in North Africa and the East African sub-region. The Central, Southern, and 

West Africa regions, apart from South Africa, on average have more marginal 

performances (AMAF, 2008).17 Figure 2 below shows that outreach of both profitable 

and non-profitable MFIs in Africa. West Africa particularly has a high number of 

borrowers served by non-profitable and unsustainable MFIs. The figure is useful in 

gauging potential for success of HMF when existing MFIs are used as a platform to 

develop HMF.     

 

                                                
16

 The objective of the research was to analyse the accomplishments, challenges and gaps in expanding access to 

microfinance for employment creation for millions of low-income people in Africa, especially women and youth. For 

primary country data collection, 14 countries were visited: Angola, Benin, Congo (Republic of the Congo), Egypt, 

Ethiopia, The Gambia, Guinea-Bissau, Kenya, Malawi, Morocco, Niger, Nigeria, South Africa and Sudan.The study 

was commissioned by the Africa Microfinance Action Forum (AMAF) and Women’s World Banking (WWB). Launched 

in March 2006, AMAF is a voluntary advocacy group of African leaders who are committed to the advancement of 

microfinance in Africa.   
17

 It has been suggested that one of the reasons for the less successful performances of West Africa 

MFIs is the predominance of a few very large market dominant ones. This decreases their incentive to 

be more efficient because of lower competition.  
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Figure 2: Outreach of profitable and non-profitable MFIs: borrowers  

(Source AMAF, 2008) 

 

 

 

2.3.4 Availability  of  funding  

The success of HMF lending is tied to the success of lenders raising funds. There are 

a number of potential sources of funding that are used by MFIs and HMF lenders to 

do this. These include: 

• Mandatory savings and deposits;  

• capital markets; 

• bank funding/partnerships; 

• donor funds;  

• public funds from the government;  

• foundations funds;  

• credit enhancement; and  

• international investors. 

 

Recently, international remittances have also gained prominence as potential 

sources of funding. Raising sufficient funds has been a consistent problem of 

microfinance lending in general.  

 

i. Savings    

In Africa, MFIs have registered success in offering savings as a core financial service, 

and many have more savers than borrowers (AMAF, 2008). Table 4 above shows 

this phenomenon for the leading microfinance countries. A study on banking services 
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for the FinMark Trust in seven Southern and Eastern African countries18 displays the 

importance of savings to households, and the potential for this to be used in funding 

HMF. In the landscape of access to banking services represented by insurance, 

credit, savings, and transactions, the study found the latter two are the most used in 

the countries (Bankable Frontiers, 2007). A household survey in selected informal 

settlements in Mbabane Swaziland showed that 68% of the respondents have some 

kind of savings, be it with formal institutions, group savings or savings at home 

(Mbabane City Council, 2006). Similarly in a survey of Tanzanian settlements, 

between 40-60% of the respondents kept savings (Nnkya, 2007).   

 

Savings provide an important financial service for asset building for households. 

While credit is an important avenue for the poor to acquire assets including improving 

their housing stock, it may not always be timely. It typically costs more than savings 

and households may be risk averse and not want to take out loans (UN Habitat 

2005a). In the Mbabane Swaziland study, as high as high as 69% of respondents 

used personal savings to improve their homes (Mbabane City Council, 2006). In 

Tanzania, between 84-90% of respondents surveyed relied on household savings to 

acquire a house (Nnkya, 2007).  

 

International practice suggests that a savings component is important to ensure the 

financial success of HMF lenders. Indeed it is often a mandatory component of many 

HMF lending models. Where there are no regulatory barriers, savings can serve as a 

basis for providing for credit and building equity within HMF lenders. Due to the 

general inaccessibility of commercial loans coupled with the fact that very few MFIs 

have access to equity funding, some argue that it is necessary that savings 

mobilisation capacity is prioritised and seriously considered as an integral part of the 

HMF lending process.19 Further for first tier lenders, savings have the potential to 

confer many intangible benefits including customer loyalty and satisfaction. Deposit 

accounts are considered a gateway into other products including HMF lending, and 

the more products a client gets from an institution, the more likely they are to stay in 

the long term (CGAP, 2008b).  

 

Generally across the continent therefore, the historical success of MFIs in mobilising 

savings and the high demand for savings services creates a high potential for their 

use in HMF lending models.  

 

ii. Capital markets   

                                                
18

 These were South Africa, Swaziland, Namibia, Botswana in Southern Africa and Kenya, Uganda and 

Tanzania in Eastern Africa.   
19

 In countries with regulatory barriers against lending out savings by HMF providers, they can only 

serve as collateral to a loan.  
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Like microfinance lending in general, the long term growth, scaling up and 

sustainability of HMF lending is linked to its ability to tap into local and international 

capital markets. This places countries with relatively well developed capital markets 

and MFIs with a history of doing this at an advantage.  

 

There are few examples of successful MFI equity main board listings in Africa. Equity 

Bank, is one of them, having pursued a successful listing on the Kenya stock market 

in 2006.  Faulu Kenya on the other hand had a successful 5 year listed bond issue, 

which raised KSh 500m (US$ 7.5m) in April 2005. Microlender Blue Financial 

Services is listed on the South African secondary board, called the AltX. It has 

announced its intention to move to the main Johannesburg board and to dual list on 

the exchanges in Zambia and Botswana, two of the five countries outside South 

Africa in which it operates (AMAF, 2008). More recently, Namibia’s microfinance 

group Trustco was the first company to list on the JSE’s new Africa Board 

(Engineering News, 2009). HFC Bank in Ghana sells housing bonds on capital 

markets in the country, which are funding the loan book originated by Boafo, its 

housing microfinance division.  

 

Generally, African stock markets are small by international and developing country 

standards.20 Despite this, there are some encouraging signs in the growth of a 

number of bourses especially in Nigeria, Ghana and Kenya. South Africa and Egypt 

on the other hand have relatively well developed capital markets. Overall the 

potential for capital markets to fund long term growth of HMF in Africa is high, given 

that the demand for HMF is, in comparison, relatively low. For example the potential 

total urban demand for HMF in Kenya is $295 million (see section 4.2, table 8) which 

is a small fraction of the over $6 billion in total capitalisation in the stock market.21   

 

iii. International remittances  

There is generally little that has been done to understand the global importance of 

remittances. This is despite the fact that transnational flows are greater than 

development aid, with US$ 300 billion the world over annually (Gupta et al, 2007),  

                                                
20

 For example, market capitalization to GDP is generally low. In Tanzania for instance it is 4.9%. 

Excluding South Africa with a relatively high 214.1% market capitalization to GDP, the rest average less 

than 30%. This state of affairs in Africa generally reflects their relatively limited roles in domestic 

economies. Liquidity in the markets is likewise limited. Apart from South Africa and Egypt, turnover as a 

percentage of GDP is below 20%. The number of total listed companies is also very low for most 

countries. Apart from Egypt and South Africa with 744 and 388 listed domestic companies as at 2005 

respectively, others have much lower listings. In some stock exchanges, for instance Botswana, the 

effective capitalisation is considerably less than statistically shown. This is because most of the listed 

companies allow only a proportion of their shares to be traded on the exchange.  

 
21

 Capitalisation figure as at 2005.  



 

Demand for HMF in Africa: September 2009 35 

It is increasingly emerging from practices around the world that housing financiers 

are taking notice of this source of funding. In Mexico, Peru, El Salvador and 

Colombia, the use of remittances for mortgage housing finance has emerged. 

Microfinance organisations such as ACCION, or the Mexican cement manufacturer 

CEMEX, have also started offering products linked to home improvements based on 

remittances (Saenz, 2007).  

 

In Africa, remittances are sometimes used to fund housing. In West Africa, there has 

been construction of large houses for migrant workers. In Kenya, there is evidence 

that remittances distributed by the International Remittance Network have backed 

credits for home improvements and purchase (Gupta et al, 2007). Further, the role of 

remittances in Kenya has created increased activity in the property industry since 

2002, pushing up professionalism, creating greater availability of developer services 

and incentivising more end use finance providers (Kamau, 2009).22  

 

Table 5: Leading uses of remittances in Africa  

(Source, Sander and Maimbo, 2003).  

 

Daily needs and expenses (70–90 percent of remittances), typically labelled as consumption or as improving 

the recipients’ standard of living 

Health-related expenses and education, often grouped with consumption when seen as improving the 

standard of living 

Consumer durables (stereos, televisions, washing machines) 

Improvement or acquisition of housing, purchases of land or livestock 

Sociocultural investment (birth, marriage, pilgrimage, death) 

Loan repayments (often loans to pay for cost of migration) 

Savings 

Income- or employment-generating activities 

 

African countries are beneficiaries to only 4% of the global total. However in line with 

the global trend, this is rising rapidly. In terms of monetary size of remittances, the 

major countries are in order, the north African states of Morocco, Algeria, Egypt and 

Tunisia, and in the rest of Africa, Nigeria, Kenya, Senegal, South Africa and 

Uganda.23 As a ratio of the size of the economy in terms of GDP, Lesotho accounts 

for the largest remittance at almost 28%. The other leading nations in this respect 

and in order are Cape Verde, Guinea-Bissau; Senegal; Togo; Uganda; Comoros; 

Swaziland; Mauritius, Kenya (Gupta et al, 2007).  

 

                                                
22

 In fact there have been concerns that the global economic slow down will affect remittances and 

negatively affect the property sector in Kenya.   
23

 The other 5 in the top ten are Lesotho, Mauritius, Cote de Ivoire, Mali and Togo.  
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MFIs and commercial banks in Africa can promote greater investment from 

remittances into housing. This can be done by bundling together remittance, HMF 

and other financial services to beneficiaries of remittances. Since the market is 

currently dominated by specialised money transfer operators with few other services, 

there is a lot of potential for value add. Across Africa therefore, the high value of 

remittances provides the potential to explore the potential for remittances to be used 

in various models for HMF provision.    
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3. REGULATORY AND POLICY ENVIRONMENT 

3.1 FINANCIAL REGULATORY FRAMEWORKS  

Regulation and supervision is necessary for HMF lending to grow rapidly – and it 

varies throughout the African continent. Morocco is perhaps the most developed in 

this regard – the country has undergone major law reforms with regard to 

microfinancing, and this has been instrumental in creating a large and vibrant 

microfinancing market. Further in 2003, law reform was extended to allow HMF 

lending for home improvements.24 In South Africa, the introduction of the National 

Credit Act, which among other things regulates the microcredit industry, has clearly 

established the rights and obligations of both lenders and borrowers, and creates a 

solid platform for microlending (Gardner, 2008).   

 

Many other countries have specific legislation dealing with the microfinance industry.  

These include Burundi, CEMAC Countries,25 Comoros, Democratic Republic of 

Congo, Ethiopia, Gambia, Guinea, Kenya, Madagascar, Mauritania, Mozambique, 

Rwanda Uganda, WAEMU countries26 and Zambia (CGAP, 2008a). Further, although 

Algeria has no specific legislation, there is nothing in the current laws that can 

hamper operation of MFIs (CGAP, 2006). Microfinance specific legislation shows an 

appreciation by government of the unique type of operations of the industry and its 

necessity to improve the livelihoods of the poor. However, while these regulations are 

a step in the right direction, they do not necessarily mean that the regulatory 

environment is completely suited to HMF. In this respect aside from Morocco, there is 

no HMF specific legislation in African countries.  

 

Other areas of regulations that have an effect on the performance of HMF lending 

include interest rate ceilings and consumer protection laws around financial systems 

(See Annexure F).  

 

   

                                                
24

 Today, Morocco hosts Al Amana and Zakoura, the 15
th

 and 19
th

 largest MFIs in the world in terms of 

the number of active loans. HMF constitutes 4% and 10% of their respective loan portfolios (Martin et al, 

2008). 
25

 Economic Community of Central African states which consist of Cameroon, Congo, Central African 

Republic, Equatorial Guinea, Gabon and Chad.    
26

 West African Monetary Union which consists  of the countries of Benin, Burkina Faso, Cote d’Ivoire, 

Guinea Bissau, Mali, Niger, Senegal and Togo.  
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3.2 REGULATORY FRAMEWORKS AROUND DELIVERY AND 

DEVELOPMENT OF LAND    

A recurrent theme in many studies is the negative role played by inflexible, outdated 

and exacting standards of building and planning regulations in HMF lending. 

According to Mitlin (2007), inappropriate existing requirements with regard to 

provision of bulk infrastructure and building standards are often a problem to HMF.  

 

3.2.1 The effects of  complex and inappropriate regulatory 

frameworks on the price of  land  

 

Ebgbu et al (2006) categorises costs associated with land use regulations into two: 

• Costs incurred by developers trying to comply with land use planning standards 

and regulations; and 

• costs which are incurred by the government and its bureaucracy in 

administering and enforcing land use planning regulations. 

 

i. Costs of land use planning standards  

Generally, the more complex and inappropriate the standard, the more expensive 

they are, and the greater the problem of affordability. According to Egbu (2006), 

these include direct costs associated with meeting minimum land use planning 

standards, costs in time and manpower in fulfilling the requirements for obtaining 

official land certificates and development rights as well as informal costs (bribes and 

gifts). Most African countries have complex and outdated land regulatory systems, 

which has an impact on the affordability and availability of land.  

 

There is a substantial body of research that has examined procedures of land 

acquisition, development and management around Africa (Wekwete, 1995; Njoh, 

1999; UNCHS, 1999). Much of this literature emphasises that these procedures arise 

from a legacy of colonialism, and are rigid, inflexible and in stark contrast to the 

reality on the ground. The effects of these regulations have especially been 

significant for the poor. This is because they often result in tenure insecurity and 

evictions, as their houses do not meet the standards set in the regulations. It also 

means that supply of affordable housing for the poor is limited because of the time 

delay and cost effects of these regulations. Reform has been slow in coming in post-

independent African states and questions still abound on the appropriateness of land 

regulatory systems in many African cities (Egbu et al, 2006; UN Habitat, 2005b; 

Berrisford et al, 2006).        

 

ii. Costs of government bureaucracy  

Overly bureaucratic land administrative systems often mean greater expense to the 

consumer. The World Bank index on the number of procedures to build a warehouse 
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is a useful comparative index on the complexity of embarking on a land development 

in different countries.27 The index is based on a range of factors, including the 

number of interactions of a company’s employees or managers with external parties 

including government agency staff public inspectors, notaries, land registry and 

cadastre staff and technical experts apart from architects and engineers. Figure 3 

shows that the African countries of Sierra Leone, Burkina Faso and Botswana require 

the highest number of procedures to build a warehouse in the world.   

 

Figure 3: Countries recording the highest number of procedures to build a 

warehouse  (Source World Bank, 2006) 

 

No. of procedures to build a warehouse 

0 20 40 60

Sierra Leone

Botswana 

Czech Republic

Egypt

Guinea-Bissau

Cambodia

Niger

Tanzania

Malaysia

Malawi 

C
o

u
n

tr
y 

No. of procedures 

No. of procedures to build a

warehouse 

 

Table 6 below shows the time it takes to register property in African countries. 28 The 

continental average is 107 days.29 

 

Table 6: Time taken in days to register property in various African countries  

(Source World Bank 2007)  

 

Top ten countries   Time to register 
property in days  

Last ten countries   Time to register 
property in days  

Sudan  9 Congo 137 
Equatorial Guinea  23 Mauritius  210 

                                                
27

 Unfortunately, no comparative index relating to the development of residential property exists. 
28

 Some comparative statistics: it takes two days in the Netherlands; nine days in Singapore; thirty one 

days in Chile, fourty seven days in Brazil, sixty seven days in India and one hundred and eighty three 

days in France.   
29

 Includes countries other than the ones shown.  
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Top ten countries   Time to register 
property in days  

Last ten countries   Time to register 
property in days  

Namibia  23 Guinea-Bissau 211 
South Africa  23 Uganda  227 
Botswana  30 Sierra Leone 235 
Zimbabwe  30 Togo  242 
Cote d'Ivoire 32 Angola  334 
Mali 33 Gambia 371 
Seychelles  33 Rwanda 371 
Mozambique  42 Ghana 382 

 

There have been attempts at legal reform.  

• In Namibia, the flexible tenure system has been introduced to allow for 

progressive tenure upgrading in areas without formal tenure. A ‘starter title’ is 

granted to the holder, with rights to occupy and develop the site within a block 

which is held communally by the group. With time, a “land hold title” which is a 

form of title with most of the important aspects of freehold ownership is 

introduced (UN Habitat, 2005c). This form of tenure has an incremental nature 

to it, which fits in with the type of housing development encouraged by HMF.  

• In Zambia, The Housing (Statutory and Improvements Areas) Act provides the 

legal framework for the Minister of Local Government to declare illegal or 

informal settlements as improvement areas. This makes it possible for local 

authorities to begin the process of regularising and delivering services to these 

settlements. Two types of tenure, both intermediate and taking into cognisance 

progressive development of the settlement, are created. The first type is a form 

of registered leasehold differing from the standard lease, in that the register is 

maintained by the council. The second is a 30-year occupancy right.  

 

Legal reform has however been insufficient or poorly implemented in many 

jurisdictions.  

• In Kenya for instance, efforts have been made to promote progressive building 

and upgrading of shelters, which the urban poor can afford. Flexible standards 

for affordable housing were gazetted in 1995 to accommodate this new 

approach but “local authorities have not adopted them” (Williams, 2005:6).  

• In Ghana, the first serious effort to revise outmoded building standards was in 

1989. The results have been disappointing however with little in the way of 

innovation. The only novel idea to come out of the review is that developers 

can now start building if the local government has not processed an application 

within three months. This means highly restrictive and unrealistic standards 

with regard to building and building materials still persist (Intsiful, 2004).  

 

Due to the lack of widespread and implemented reform measures, HMF lending 

should integrate advocacy and lobbying at local and national government level into 

their programmes. Some form of agreement to allow incremental building can be 

obtained in this way. 
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3.2.2 The effects of  the regulatory system on tenure security   

One other consequence of rigid, outdated and inappropriate standards is that it 

condemns as illegal a large number of the less formal urban settlements. There is 

often de facto acceptance of this illegality in many urban areas in Africa. However, 

there are occasional government drives to evict the inhabitants on the basis of these 

regulations. The effect on HMF demand is adequately captured by Malhotra 

(2004:269) 

“These codes limit the poor's demand for financial services – they fear that their out-

of-code structures will be destroyed and so prudently limit investment in them” .  

 

This means that HMF lenders have to be reasonably certain that clients will not be 

evicted from their land until they repay their loan, before extending credit to them. 

Assessing this risk can be problematic, and presents a considerable challenge for 

many HMF providers. In Angola, for instance, the biggest risk when lending for HMF 

remains tenure security. This is because under recently published legislation, 

householders without secure land title will become illegal occupants unless they 

regularise it within three years. While lenders minimise the risk by, for instance, 

lending for short terms and negotiating with local governments, it still presents a 

major problem (Cain, 2007).   

 

Table 7: Example of land use legislation in Africa used as a justification for 

evictions across the continent  

(Derived from Berrisford and Kihato, 2006 and COHRE, 2004)     

 

Country Eviction details Planning justification used 

Zimbabwe  Operation Murambatsvina in Zimbabwe began 

in May 2005. Conservative estimates point to 

as many as 700 000 people evicted from their 

homes and 2.3 million affected.  

Town & Country Planning Act 1976 provided the 

legal basis for the enforcement of notices 

authorising organs of state to demolish structures 

and evict people.  

Kenya  In 2002, the Kenyan government decided to 

initiate evictions in Kibera. 2000 people 

evicted, with a threat to 330 000 to 400 000 

who were ultimately not evicted due to local 

and international pressure.  

Enforcement of various laws within the settlement 

of Kibera including the Railways Corporation Act 

(Chpt 397), the Physical Planning Act of 1996, the 

Public Health Act (Chpt 242) and building codes 

under the Local Government Act (Chpt 265).    

Sierra 

Leone  

Threatened eviction to more than 4800 

structures with 48 000 people began in June 

2002. .   

Under the Land, Country Planning and 

Environment Act of 1946, no one has a right to 

put up a structure without the permission of the 

Ministry of Lands. Any such structures are 

deemed illegal and liable to demolition. 
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4. ESTIMATING DEMAND  

Broad calculations of demand for HMF at country level in Africa do not exist – this is 

not an area that has been investigated. However, the methodology of carrying out 

local studies in demand has been described in for example Baydas (2004) and CHF 

(2005a). There is also some literature describing actual local demand studies, for 

instance CHF International (2005b) on Morocco. Using broad country 

macroeconomic indicators, it is possible to create some rough estimates of the 

magnitude of demand.  

 

4.1 A FORMULA FOR ESTIMATING DEMAND  

The World Bank, International Labour Organisation and the United Nations have 

comprehensive databases that keep track of socio-economic and other indicators of 

countries in the world. These have been used in this assessment.  

 

4.1.1 Est imating the number of borrowers (urban or rural) 

 

 

Country 
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X  
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X 
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= 

 

 

No. of 
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one 

borrower 

per 

household) 

 

The various components of the formula are explained in greater detail below: 

 

• Country population: This is the country’s total population (World Bank, 2008).  

 

• Average household size: This is the average size of households in the country. 

It divides into country population to determine the total number of households in 

the country. (World Bank, 2008).  

 

• Percentage of population that is urban or rural: This figure is used to qualify 

the number of households into urban or rural borrowers (World Bank, 2008).   

 

• Population not served by formal mortgage lenders: Due to the low level of 

access and affordability to formal mortgage finance, it is necessary consider the 

additional demand from income categories other than the poor.  According to 

Rust (2007) at best only 15% of these can be served by formal mortgages.  
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• Number of people who may want a loan: Potential demand is not effective 

demand, which is realised in part when potential borrowers display an actual 

willingness to borrow. A number of demand studies show that while there is a 

need for housing improvements, not everyone is willing to borrow to do them. 

Many people simply do not want to get into debt and would rather use savings.  

 

Some studies such as Bankable Frontiers (2007) show high levels of general 

debt adversity among borrowers. Evidence on housing finance demand however 

suggests that willingness to borrow for housing is generally high. At the lower 

level is Morocco where one study reports that 43% of sampled respondents said 

they were interested in obtaining a HMF loan for housing improvement. The 

author however notes that this is “a low figure compared to similar surveys where 

75% to 90% for home owners in Latin America and Africa” are the norm (CHF, 

2005b:13). In Ghana Accra, 82% of respondents sampled in informal settlements 

reported they would take out loans for home improvements if these were 

provided (Akuffo, 2007:34). In a survey across three settlements in Tanzania it 

was reported “most house owners and tenants would choose to take a loan if one 

were available”. Only about 1% of the respondents across the three settlements 

did not want a loan (Nnkya, 2007:10). For the purpose of this study a high of 99% 

will be taken, and a low of 43%, representing the spread of responses in the 

examples above.   

 

• Number of people who may afford a loan: At the bottom of the pyramid, HMF 

typically benefits the poor who have some form of income or salary. It is 

acknowledged that the very poor, destitute and food insecure cannot afford the 

payments for microfinance lending in general. This will hold to be even truer with 

the larger HMF loans.  The second aspect of effective demand therefore is ability 

to borrow (and pay back). 

 

Anand and Rosenberg (2008) provide that studies in Bangladesh show that up to 

10% of the population cannot afford a general microfinance loan. The same 

authors citing a different study from Indonesia provide that only 40% of the poor 

households were deemed credit worthy for a general microloan. This large 

difference principally arose out of the different methodologies adopted by the 

surveyors and shows how varied methodologies can influence estimates. In 

South Africa, 20% of the total Financial Sector Charter (FSC) Market target 

market cannot afford housing finance as they are too poor (Melzer, 2006). The 

“target market” in this study does not constitute the very poor, and instead 

consists of people with a minimum income of approximately $150 - $750 per 

month adjusted annually by CPIX in 2007. This means the total percentage could 
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be much higher. For purposes of this study the most conservative estimate of 

40% of people affording loans will be taken.  

 

These figures together only provide a very rough estimate – in particular contexts 

(and times) different factors apply.  For example, not all borrowers who qualify for a 

loan want to be continuously in debt; HMF products may not be well diversified and 

numerous borrowers may find them ill suited to their needs.  Also, much demand 

may be satisfied by borrowing from alternative sources such as family and friends 

(Reinke, 2006).  At the same time, there may be instances when the rural and urban 

demand calculations overlap – that is, when an urban dweller improves both an 

urban and a rural home – or when they split apart – for example when an urban 

dweller borrows in order to improve their rural home. 

 

4.1.2 Est imating the value of  the market  ($) 

 

No. of 

borrowers  

 

X 

Avg loan 

size ($) 

 

= 

Estimated total 

value of market ($) 

 

The components of the formula are explained below: 

 

• Number of borrowers: These are the estimated number of borrowers obtained 

from the first part of the formula. 

 

• Demand: Demand is a monetarised value of the average size of housing loan 

across various HMFs that offer housing loans in Africa (See Annexure I for a 

variety of the average size of loans in various countries). Estimates have been 

obtained in the course of the literature study and by questioning loans officers of 

a number of these institutions. Average figures represent the size of loans in 

different institutions, and may not be representative of all HMF lenders in the 

country. Average amounts do not also reflect the weighted value of loan sizes, 

more accurately obtained from medians in loan books. Further, average amounts 

could not be obtained for all the countries. Two calculations have thus been done:  

o A uniform analysis in which a flat value of $ 700 is used across all 

countries. This figure is obtained from the average size of loan for DiD 

(Développement international Desjardins) in its global operations (DiD, 

2007).30   

o A differentiated analysis in which (i) specific loan averages are used where 

available, and (ii) where they are not available, proxy amounts are used by 

                                                
30

 DID is a Canadian corporation that specializes in providing technical support and investment for the community 

finance sector in countries in development or in emergence. Currently, it has assets of over US $1 billion, US $700 

million in savings deposits, US $660 million in loans.  
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drawing on loan averages for countries in (i) with the closest Human 

Development Index (HDI). 31 

 

4.2 RESULTS OF THE DEMAND CALCULATIONS  

Below are tabulated estimates (including minimum and maximum figures) of demand 

for selected African countries.  

 

Table 8: Estimated urban demand, using avg loan size and HDI proxy (US $)32  

Country  Populatio

n  

Minimum  

number of 

borrowers  

Maximum 

number of 

borrowers  

Urban 

demand 

(minimum – 

US$) 

Urban demand 

maximum – (US$)  

Morocco 30 500 000 443 643 1 021 410 510 189 060.17 1 174 621 324.58 

Nigeria  144 700 000 2 039 355 4 695 260 464 973 053.09 1 070 519 354.78 

South Africa  47 400 000 1 027 355 2 365 305 441 762 525.30 1 017 081 162.90 

Egypt 74 200 000 987 864 2 274 385 424 781 549.28 977 985 427.40 

Algeria 33 400 000 630 814 1 452 340 271 250 111.27 624 506 070.12 

Ghana 23 000 000 315 161 725 604 135 519 373.33 312 009 720.00 

Kenya  36 600 000 240 791 554 380 128 341 816.20 295 484 646.60 

Cameroon  18 200 000 279 388 643 243 120 136 926.00 276 594 318.00 

Congo. DRC 60 600 000 526 661 1 212 545 120 078 738.40 276 460 351.20 

Uganda  29 900 000 112 407 258 797 105 887 313.26 243 787 070.06 

Cote d'Ivoire 18 900 000 440 062 1 013 166 100 334 136.00 231 001 848.00 

Ethiopia 77 200 000 376 221 866 184 85 778 464.00 197 489 952.00 

Togo  6 400 000 169 837 193 096 73 029 760.70 83 031 252.48 

Tanzania 39 500 000 285 209 656 645 65 027 731.10 149 715 008.82 

Zimbabwe  13 200 000 144 336 332 308 62 064 458.50 142 892 590.50 

Angola  16 600 000 258 710 595 634 58 985 805.22 135 804 528.29 

Benin  8 800 000 87 442 201 321 58 236 683.55 134 079 806.32 

Mozambique 21 000 000 240 732 554 243 54 886 802.73 126 367 290.00 

Tunisia 10 100 000 120 529 277 497 51 827 516.23 119 323 816.43 

Libya 6 000 000 116 229 267 597 49 978 470.00 115 066 710.00 

Zambia  11 700 000 112 960 260 071 25 754 923.02 59 296 218.11 

Mali 12 000 000 95 552 219 992 21 785 888.57 50 158 208.57 

Senegal  12 100 000 91 989 211 789 20 973 501.12 48 287 828.16 

Malawi  13 600 000 77 725 178 949 17 721 353.89 40 800 326.40 

Chad  10 500 000 76 153 175 329 17 362 884.00 39 975 012.00 

Botswana  1 900 000 37 963 87 404 16 324 204.67 37 583 634.00 

                                                
31

 The United Nations Development Programme Human Development Index (HDI) is a composite formula that is 

suited for country comparisons of level of development. This is because it measures three key aspects of human 

development:  

• Health, through life expectancy at birth;  

• knowledge, measured by a combination of the adult literacy rate and the combined primary, secondary, and 

tertiary gross enrolment ratio; and   

• standard of living through the GDP per capita (PPP in US$) (UNDP, 2007) 
32

 Average loan sizes were found in the literature for the following countries: Morocco ($1150), South 

Africa ($430), Kenya ($533), Uganda ($942), Ethiopia ($228), Benin ($666), Rwanda ($350).  
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Liberia  3 600 000 63 707 146 673 14 525 116.20 33 441 546.60 

Burkina Faso 14 400 000 62 140 143 066 14 167 855.28 32 619 015.64 

Gabon 1 300 000 30 556 70 349 13 138 994.00 30 250 242.00 

Rwanda 9 500 000 57 034 131 310 13 003 650.13 29 938 636.34 

Niger 13 700 000 52 577 121 050 11 987 595.90 27 599 348.70 

Cen African Rep 4 300 000 45 941 105 770 10 474 442.77 24 115 577.54 

Congo 3 700 000 23 183 53 375 9 968 751.43 22 951 311.43 

Mauritius  1 300 000 20 663 47 573 8 885 061.33 20 456 304.00 

Namibia  2 000 000 19 365 44 584 8 326 779.62 19 170 957.74 

Eritrea  4 700 000 33 326 76 728 7 598 394.12 17 493 977.16 

Gambia 1 700 000 15 052 34 655 6 472 372.56 14 901 508.92 

Burundi  8 200 000 25 507 58 726 5 815 649.36 13 389 518.30 

Lesotho  2 000 000 10 936 25 178 4 702 376.80 10 826 402.40 

Swaziland  1 100 000 7 177 16 525 3 086 254.93 7 105 563.67 

 

 

Table 9: Estimated urban demand, using uniform average loan size = US$70033  

 

Country  Population  Minimum 

Number of 

Borrowers  

Maximum 

number of 

Borrowers  

Urban Demand 

(Minimum – 

US$) 

Urban Demand 

(Maximum – 

US$)  

Nigeria  144 700 000 2 039 355 4 695 260 1 427 548 847.20 3 286 682 229.60 

South Africa  47 400 000 1 027 355 2 365 305 719 148 297.00 1 655 713 521.00 

Egypt 74 200 000 987 864 2 274 385 691 504 847.66 1 592 069 300.43 

Algeria 33 400 000 630 814 1 452 340 441 569 948.57 1 016 637 788.57 

Congo. DRC 60 600 000 526 661 1 212 545 368 662 793.33 848 781 780.00 

Mor\occo 30 500 000 443 643 1 021 410 310 549 862.71 714 986 893.22 

Cote d'Ivoire 18 900 000 440 062 1 013 166 308 043 400.00 709 216 200.00 

Ethiopia 77 200 000 376 221 866 184 263 354 933.33 606 328 800.00 

Ghana 23 000 000 315 161 725 604 220 612 933.33 507 922 800.00 

Tanzania 39 500 000 285 209 656 645 199 646 542.86 459 651 342.86 

Cameroon  18 200 000 279 388 643 243 195 571 740.00 450 269 820.00 

Angola  16 600 000 258 710 595 634 181 096 770.40 416 943 727.20 

Kenya  36 600 000 240 791 554 380 168 553 980.00 388 066 140.00 

Mozambique 21 000 000 240 732 554 243 168 512 113.64 387 969 750.00 

Togo  6 400 000 188 707 193 096 118 885 656.96 135 167 155.20 

Zimbabwe  13 200 000 144 336 332 308 101 035 165.00 232 615 845.00 

Tunisia 10 100 000 120 529 277 497 84 370 375.25 194 248 073.25 

Libya 6 000 000 116 229 267 597 81 360 300.00 187 317 900.00 

Zambia  11 700 000 112 960 260 071 79 072 132.08 182 049 792.45 

Uganda  29 900 000 112 407 258 797 78 684 840.00 181 158 120.00 

Mali 12 000 000 95 552 219 992 66 886 500.00 153 994 500.00 

Senegal  12 100 000 91 989 211 789 64 392 328.00 148 252 104.00 

Benin  8 800 000 87 442 201 321 61 209 727.46 140 924 721.36 

Malawi  13 600 000 77 725 178 949 54 407 665.45 125 264 160.00 

Chad  10 500 000 76 153 175 329 53 307 100.00 122 730 300.00 

Liberia  3 600 000 63 707 146 673 44 594 655.00 102 671 415.00 

                                                
33

 These figures are wholly dependant on the size of the urban population 
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Burkina Faso 14 400 000 62 140 143 066 43 497 801.29 100 146 100.65 

Rwanda 9 500 000 57 034 131 310 39 923 487.23 91 916 865.96 

Niger 13 700 000 52 577 121 050 36 804 022.50 84 734 842.50 

Cen African Rep  4 300 000 45 941 105 770 32 158 376.92 74 039 053.85 

Botswana  1 900 000 37 963 87 404 26 574 286.67 61 182 660.00 

Eritrea  4 700 000 33 326 76 728 23 328 403.00 53 709 579.00 

Gabon 1 300 000 30 556 70 349 21 389 060.00 49 244 580.00 

Burundi  8 200 000 25 507 58 726 17 855 063.83 41 108 170.21 

Congo 3 700 000 23 183 53 375 16 228 200.00 37 362 600.00 

Mauritius  1 300 000 20 663 47 573 14 464 053.33 33 300 960.00 

Namibia  2 000 000 19 365 44 584 13 555 222.64 31 208 535.85 

Gambia 1 700 000 15 052 34 655 10 536 420.45 24 258 270.34 

Lesotho  2 000 000 10 936 25 178 7 655 032.00 17 624 376.00 

Swaziland  1 100 000 7 177 16 525 5 024 135.93 11 567 196.67 

 

Table 10: Rural demand, taking using average loan size and HDI proxy (US $)34 

 

Country  Population  Number of 

rural 

borrowers 

(Minimum)  

Number of 

borrowers 

(Maximum)  

Rural demand 

(minimum - 

US$) 

Rural 

demand 

(maximum - 

US$)  

Uganda  29 900 000 779 711 1 795 150 734 488 188.78 

1 691 030 

946.27 

Egypt 74 200 000 1 320 230 3 039 598 567 698 706.04 

1 307 027 

253.45 

Nigeria  144 700 000 2 191 673 5 045 944 499 701 330.91 

1 150 475 

157.22 

Kenya  36 600 000 922 452 2 123 785 491 666 957.71 

1 131 977 

414.27 

Ethiopia 77 200 000 1 975 162 4 547 466 450 336 936.00 

1 036 822 

248.00 

Morocco 30 500 000 312 137 718 641 358 957 550.00 826 437 150.00 

South Africa  47 400 000 705 115 1 623 405 303 199 574.70 698 064 137.10 

Congo. DRC 60 600 000 1 114 028 2 564 855 253 998 328.27 584 786 848.80 

Tanzania 39 500 000 893 342 2 056 763 203 681 901.55 468 942 052.41 

Algeria 33 400 000 365 733 842 036 157 265 072.41 362 075 399.27 

Ghana 23 000 000 344 172 792 396 147 993 960.00 340 730 280.00 

Zimbabwe  13 200 000 257 714 593 342 110 817 041.50 255 136 909.50 

Togo  6 400 000 281 885 288 440 109 089 343.30 124 029 227.52 

Mozambique 21 000 000 457 041 1 052 258 104 205 379.09 239 914 710.00 

Cameroon  18 200 000 232 312 534 857 99 894 074.00 229 988 682.00 

Benin  8 800 000 130 619 300 726 86 991 953.74 200 283 800.46 

Malawi  13 600 000 374 166 861 451 85 309 773.38 196 410 873.60 

Burkina Faso 14 400 000 277 422 638 715 63 252 118.92 145 626 971.46 

Niger 13 700 000 260 382 599 485 59 367 141.60 136 682 488.80 

Rwanda 9 500 000 238 477 549 052 54 372 775.40 125 183 831.74 

Burundi  8 200 000 229 565 528 534 52 340 844.26 120 505 664.68 

                                                
34

 Average loan sizes were found in the literature for the following countries: Morocco ($1150), South 

Africa ($430), Kenya ($533), Uganda ($942), Ethiopia ($228), Benin ($666), Rwanda ($350).  
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Angola  16 600 000 226 674 521 878 51 681 746.78 118 988 207.71 

Chad  10 500 000 224 847 517 671 51 265 116.00 118 028 988.00 

Mali 12 000 000 217 734 501 294 49 643 254.29 114 294 934.29 

Zambia  11 700 000 209 783 482 989 47 830 571.32 110 121 547.92 

Eritrea  4 700 000 138 459 318 777 31 568 585.88 72 681 162.84 

Senegal  12 100 000 129 138 297 319 29 443 568.88 67 788 681.84 

Tunisia 10 100 000 64 048 147 460 27 540 808.78 63 407 908.58 

Lesotho  2 000 000 47 544 109 462 20 444 023.20 47 068 797.60 

Central African 

Republic  

4 300 000 74 956 172 572 17 089 880.31 39 346 468.62 

Cote d'Ivoire 18 900 000 71 638 164 934 16 333 464.00 37 604 952.00 

Namibia  2 000 000 35 805 82 435 15 396 239.25 35 447 155.47 

Congo 3 700 000 28 335 65 236 12 184 029.52 28 051 602.86 

Botswana  1 900 000 28 175 64 868 12 115 176.29 27 893 080.29 

Mauritius  1 300 000 28 070 64 627 12 070 272.00 27 789 696.00 

Liberia  3 600 000 45 943 105 777 10 475 083.80 24 117 053.40 

Swaziland  1 100 000 22 604 52 042 9 719 782.11 22 378 103.00 

Libya 6 000 000 20 834 47 966 8 958 405.00 20 625 165.00 

Gambia 1 700 000 12 874 29 640 5 535 739.80 12 745 075.35 

Gabon 1 300 000 5 994 13 801 2 577 506.00 5 934 258.00 

 

While these figures display high, largely unmet demand, in reality, they are relatively 

small compared to the resources available. The estimated potential urban demand 

for Botswana for example is $31.5  million. In contrast Botswana had in 2005 pension 

fund assets alone worth $3.58 billion (Rudloff, 2007b). This means less than 1.5% of 

those funds used for HMF would meet the total urban demand. This considering the 

immense benefit this can have to people without shelter. Similarly, in the larger scale 

of things, a lot of good could be done with $10 billion (more than the total potential 

urban demand for the top 40 countries in table 8 above), which is only 0.5% of the 

estimated $2 trillion directly lost on sub-prime loans.35  

 

4.3 MATCHING THE DEMAND FIGURES WITH THE INDICATORS  

The demand figures are indicative of potential demand based on population and 

average value of loans. However, they need to be matched with the indicators to 

determine countries with highest potential.  

 

4.3.1 Successful growing and profitable microlending  

The top five countries apart from Algeria in terms of urban demand in Table 8 feature 

as the top countries in terms of the highest number of microfinance borrowers as well. 

A tradition of microfinance lending in a country is thus an important gauge for 

potential demand for HMF. An established culture of microfinance borrowing and 

                                                
35

 This insightful way of looking at it was pointed out by Barry Pinsky, Executive Director of Rooftops 

Canada.  
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existing structures and institutions for lending will make the transition to HMF easier. 

In this respect, microfinance markets in Senegal, Burkina Faso while not in the top 

countries with regard to potential urban demand can be considered as having much 

more potential than suggested by the figures.  

 

4.3.2 Urbanisat ion and demand  

As a calculation of urban demand, countries with high urbanisation rates and high 

urban populations represent the greatest potential. The North African countries of 

Morocco, Egypt and Algeria feature unsurprisingly high in Tables 8 and 9 because 

of this. Other countries with a much lower number of urban dwellers but nevertheless 

exhibiting high potential because of high urbanisation rates include Ghana, South 

Africa, Cameroon and Nigeria which also have relatively large urban populations. 

Countries such as Kenya, Congo DRC, Uganda, Ethiopia and Tanzania have 

relatively large rural populations coupled by high urbanisation rates of greater than 

3%. These countries are therefore set to feature at the top of urban demand for a 

long time to come.  

 

4.3.3 Rural demand  

In terms of rural demand, countries with relatively large rural populations such as 

Nigeria, Egypt, Ethiopia, Congo DRC, Uganda, Kenya and Tanzania feature 

strongly.  

 

4.3.4 Regulatory frameworks around delivery and development of  

land  

Complex land regulatory systems present challenges for all African countries. Among 

the top countries in terms of potential demand, Ghana, Uganda, Tanzania, 

Cameroon, Nigeria and Kenya feature prominently as countries where this may be 

of particular concern. Countries such as South Africa have a housing policy that 

prefers state delivery of housing for the poor rather than incremental housing by 

individuals. Incremental housing is nevertheless necessary when the state system of 

housing delivery is not as efficient as it should be. Countries lower in the demand 

table such as Gambia, Mauritius, Madagascar, Eritrea and Burundi will have this 

demand further dampened by the question of complex land regulatory systems. 

There have been reform measures initiated in among others Zambia, Kenya, 

Namibia. However, widespread adoption and implementation of these reforms in 

these countries is yet to happen.   
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4.3.5 Financial regulatory frameworks: microf inance specif ic  

legislation and interest rate ceil ings     

Most of the countries at the top of the demand table have created or are in the 

process of creating microfinance specific lending legislation. However, laws 

specifically targeting HMF lending have only been enacted in Morocco.  

 

A number of West African states including Cote d Ivoire, Benin, Mali, Senegal, 

Burkina Faso, have interest ceilings, which can hamper the ability of MFIs to be 

profitable.  

 

4.3.6 Long term sustainabil ity  of operat ions   

Easier access to funding for HMF suppliers, often a major constraint to their 

operations, means that it can be made easier to meet the identified demand. This 

could be an incentive for HMF suppliers to consider setting up in such countries. 

  

• Use of capital markets  

South Africa and Egypt represent the highest potential for injection of local capital 

into MFI operations. The next tier of countries that have relatively advanced capital 

markets include Nigeria, Ghana and Kenya, which are also relatively high up in the 

demand estimates. Congo DRC, Ethiopia, Angola, Benin and Mali with their lack 

of stock exchanges will find it difficult in this regard. Additionally, in reality, the very 

low listing, liquidity and capitalisation rates of stock markets in countries such as 

Uganda and Tanzania make the prospects of access by MFIs to these markets low.  

 

• International remittances  

On the other hand, there is almost uniform potential for remittances across the board 

to spur on HMF lending across the top countries. Further down the table Senegal 

and Burkina Faso feature prominently in this respect. Others not featured in the 

table but with high potential in this regard are Tunisia, Benin, Mauritius Eritrea, 

Malawi, Niger, Congo and Lesotho.  

 

Due to the current political and economic uncertainty in Zimbabwe, there is a high 

degree of uncertainty with regard to the demand figures presented here 

 

4.4 MEETING THE DEMAND FOR HMF 

 

Even countries outside Africa with relatively long histories of HMF have achieved 

limited delivery in comparison with the potential demand. This is because the scale 

delivery of housing microfinance requires the following:  
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4.4.1 Suff icient funding  

Historically, there has been a shortage of funding for microfinance lending in general. 

Funding especially from commercial banks often proves to be prohibitively expensive 

and largely short term. Further, according to AMAF (2008), international microfinance 

investment vehicles collectively have no more than 10 percent invested in Africa, 

most of which are concentrated in the top MFIs. Capital markets have seldom been 

used especially in Africa. Thus HMF as an extension of the microfinance lending 

programmes of MFIs, and dedicated HMF lenders will suffer from the added problem 

of a pre-existing shortage of microfinance funding in general. There are already early 

signs of this among the limited HMF practitioners in existence.  

 

4.4.2 Administrat ive and technical capacity    

Limitations in administrative and technical capacity undermine the lender’s ability to 

attract capital.  A catch-22, the lender hasn’t the capacity to attract capital, but 

therefore hasn’t the funding to attract capacity.  There are some critical areas of 

capacity that are required among current HMF lenders:  

• Origination and collections; 

• portfolio quality and risk management; 

• fund management; 

• human resources, staffing, training and related infrastructure; 

• technology;  

• product development;  

• client education; 

• provision of support on construction and building technology; and  

• legal and paralegal knowledge on contractual and related issues.  

 

Further, as noted, there is a general shortage of funding. To expand and create more 

sustainable lending institutions, there is a great need to explore wider sources of 

funding. Sourcing funding from non traditional sources of funding such as pension 

funds and capital markets requires greater technical capacity within these institutions.  

 

4.4.3 Greater geographical reach of microfinance and other 

financial  service providers  

The development of HMF as a sustainable and large scale form of lending will 

heavily rely on the existing network of MFIs, local shelter based NGOs and 

established commercial lenders.  Ferguson (2008) strikes a cautionary note however. 

He points out that the microfinance industry offers far too small an institutional base 

in most countries for the expansion of housing microfinance in the short term, at a 

scale relevant to demand, even if MFIs were interested in this role. Likewise, NGOs, 

due to their limited, often project specific, uptake likewise have limited geographical 

range. Commercial banks have poorly penetrated most parts of Africa.   
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In the face of these challenges, HMF can only be expanded and scaled up if certain 

actions and measures are undertaken by all players, be they the governments, 

donors, local and international shelter based NGOs, banks and MFIs. These 

measures are enumerated in the subsequent sections.   
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5. TRENDS & EXAMPLES 

A number of useful examples are emerging across the continent, but these are not 

well documented.  Below, a brief summary of some of these is provided.  

 

Table 11: Summary of selected examples illustrating trends in HMF   

Key lesson Country Organisation 

Uganda UGAFODE 
Kenya Faulu • Establishing a housing loan product 

Angola KixiCredito 
• Cooperative savings and loans for housing Kenya Nachu 

Tanzania WAT 
• Scaling up capacity for growth 

South Africa Kuyasa Fund 
South Africa Development Action Group • Offering housing support services 

 Zimbabwe Housing People of Zimbabwe 
• Recognition of a livelihoods approach  Kenya NACHU 
• Broadening institutional actors  Uganda  Centenary Bank  

• The use of cheap and effective building 
technology  

Malawi  Mchenga  

• Public-private-international partnerships to 
promote HMF 

Morocco 
Zakouara with Shorebank 
International and USAID’s DCA 

Kenya  NACHU  
• Guarantee finance through international 

NGOs and donors  Tanzania  
Tanzania Women’s Land Access 
Trust 

• The potential for pension funds to meet 
long term funding needs for sustainable 
HMF lending  

South Africa  Teba Bank  

 

5.1 ESTABLISHING A HOUSING LOAN PRODUCT  

 

The challenge of establishing a housing loan product has been faced both by local 

shelter based NGOs seeking to add loans to their housing services, and by 

microlenders seeking to add housing loans to their suite of products.  Examples of 

innovative and responsive approaches can be found in Angola (KixiCredito), Uganda 

(Ugafode) and Kenya (Faulu). 

 

Box 3: Development Workshop’s KixiCasa housing loan  
(Cain, 2007)  

 
Development Workshop is a human settlement NGO that has been working in Angola since 
1981 and is developing approaches to post-conflict shelter challenges. After four decades of 
near-continuous conflict, Angola was characterised by displacement of over one-third of the 
population and massive damage to property and infrastructure. Further, social networks and 
local institutions were seriously eroded. The war urbanised Angola, with an estimated 60% of 
the population now living in the cities, three-quarters of them in informal peri-urban musseque 
settlements. They have no clear legal title to the land they occupy, and suffer increasing 
social and economic exclusion that inhibits their full participation in a post-war recovery.  
 
In 1999, Development Workshop (with support from the UK Department for International 
Development (DFID) through the Luanda Urban Poverty Programme (LUPP)) launched the 
Sustainable Livelihoods Programme (SLP), Angola’s first large-scale microfinance 
programme. The programme adapted Grameen Bank solidarity group-lending methodologies 
to Angola’s wartime reality. It focused initially on supporting the micro-businesses of the 
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thousands of poor people who were eking out subsistence incomes in the informal 
settlements and markets of Luanda. To date, Development Workshop’s microfinance 
programme has grown to include more than 14,000 microentrepreneur clients, has seven 
branches and has made loans totalling more than US$ 15 million. It is the largest 
microfinance programme in Angola that lends to the poor.  
 
Development workshop realised that up to 30% of its of microfinance clients’ loans are 
invested in their housing – buying land, building start-up homes, adding rooms or making 
household improvements. In 2005, it decided to experiment with housing loans to some of 
their microentrepreneur clients to test the market for a micro-housing product. A housing 
product loan “KixiCasa” was made available to 50 of its best clients in Huambo. These are 
clients who have successfully completed four or five incrementally increasing loan cycles 
without default or late payments.  
 
The KixiCasa loan was administered initially by the same credit officers, under similar terms 
as the regular business loans but with larger amounts – from US$ 800 upwards and with a 
10-month repayment period. Subsequent cycles allowed this loan to increase to as much as 
US$ 2,500 for clients with the capacity to pay and a consistently good repayment record. 
However, the loan was kept to this level to reduce risk, with a relatively short repayment 
period (10 months to one year). According to the loan design, the risk of expropriation of land 
and loss of assets is relatively low over this period. Further, KixiCasa loan officers always 
verify with local government administrators whether there are major redevelopment plans for 
the land in question.  
 
At the end of the first year of operation, the KixiCasa experience was evaluated and lessons 
drawn. Of the 51 clients involved in the pilot phase, 41 (80%) were women. A repayment rate 
of 97% was maintained and based on the success of the pilot it was decided to open up the 
KixiCasa programme to a further 250 clients. The programme is also being linked with the 
Development Workshop’s advocacy programmes for secure tenure to land and housing rights. 
This is done by offering housing microfinance to new owner-builders. The principal risk 
associated with housing finance in Angola remains the uncertainty of land tenure.  

 

5.2 COOPERATIVES SAVINGS AND LOANS FOR HOUSING  

 

NACHU, a primary savings and credit society (SACCOS) in Kenya, has spurred on 

the formation of localised, democratically run low income co-operatives that provide 

HMF. The SACCO has also extended services to include training on house 

rehabilitation. A case study of Nachu is provided below.   

 

Box 4: Housing microfinance: A case study of NACHU  
(Mutero, 2007)  
 
The National Cooperative Housing Union of Kenya (NACHU) was registered in 1979 under 
the Cooperative Societies Act to facilitate the development of housing cooperatives. NACHU 
currently has about 120 primary cooperative housing societies as active members. NACHU is 
controlled by the member co-ops which are entitled to participate in the AGM which elects the 
Board with one member per province in Kenya, and if needed up to three members to 
improve gender balance. The Board then elects its Chairperson.  
 
For operational purposes, NACHU looks at its members in four groups:   
! Lower paid employees of formal institutions mainly interested in new build housing.  
! Rural cooperatives, frequently based on agricultural marketing cooperatives.  
! Middle income earners. 
! Informal settlement dwellers, over 60% of NACHU’s members. These are primarily 

interested in the microfinance products and particularly loans for upgrading.  
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NACHU has introduced an innovative microfinance programme tailored to housing 
cooperatives including new housing, upgrading housing, group loans to purchase land and 
install basic infrastructure, and group loans for commercial or residential rental purposes. 
NACHU has borrowed from general microfinance experience including forming solidarity sub-
groups of five, ‘watano’, to exert peer pressure on repayments which are handled through the 
co-ops.  
 
For example, members of Upendo wa Jirani housing co-op in Nakuru saved with NACHU and 
then took loans to buy land and then build, or more usually improve housing. The cost for two 
rooms is about USD 3,300 if built of stone and using self-help. Many of the housing units are 
blocks with numerous rooms used for the members, their extended families and to sub-let for 
rental income. The NACHU loans facilitate both housing and an income for the members 
while providing much needed rental housing.  
 
Since 2003 NACHU has facilitated the construction of several hundred housing units and the 
acquisition of close to 1,000 plots for members. Delivery is small in relation to demand, but 
NACHU faces many challenges as do all housing organisations in Kenya. These primarily 
relate to securing affordable land and finance for poor and low income communities. NACHU 
has plans to assist the upgrading and development of 1,000 units in its current business plan. 
A key determinant with be the availability of capital for its HMF loan programme. 
 
To be eligible for a loan, member households must save with NACHU for at least six months. 
Until 2006, members did not earn interest on their savings and this probably dampened the 
incentive to save. Since July 2006, members’ savings have earned interest at the average 
rate paid by commercial banks during the year, published by the Central Bank of Kenya. 
Payment of interest on deposits, together with the expectation of a loan after six months, 
encouraged members to save as the table below shows.   
 
Table 12: Growth of Members’  Deposits: 2001 – 2006, NACHU
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Year 2006 2005 2004 2003 2002 2001 

Amount USD 276,000 USD 214,500 USD 79,400 USD 76,600 USD 
46,000 

USD 38,100 

% change + 28.6 +170.0 + 3.7 + 66.5 + 20.8 - 

 
Table 13 shows that about 50% of the individuals have savings of Ksh 20,000 (USD 270) or 
less. A loan of five times this amount is barely enough to build a single room but can make 
significant improvements. 
 
Table 13: Distribution of Savers by Amount Saved, as of June 2006, NACHU  

Savings amount: Ksh Number of savers (individuals) % 
Up to 10,000 295 28.9 
>10,001 – 20,000 229 22.4 
>20,001 – 30,000 206 20.2 
>30,001 – 50,000 212 20.7 
>50,001  80 7.8 
Total 1022 100.0 

 
NACHU faces a greater demand for loans than it can meet from available resources (Table 
14). The unmet demand (about 65%) was roughly estimated at Ksh 25-30 million (USD 
373,000 – 448,000). It is a conservative amount as some potential borrowers probably do not 
come forward knowing that NACHU has limited funds. NACHU does not on-lend the members 
savings which can be redeemed to close out the loan. It has relied on capital funds from 
donor grants and some small loans. NACHU has a revolving loan fund which presently stands 
at Ksh 37.7 million (USD 563,000), up from Ksh 25.2 million in 2005 (USD 348,000).  
 
Table 14: Measuring Unmet Demand: Loans Granted compared with Eligible Loan 
Applications, NACHU  
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 In the table, converted into USD at the current rate of Ksh=USD67 
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 2006 2005 2004 2003 Total 
Number of housing & rehab loan applications by 
individuals  during the year (i.e. loans that met NACHU 
conditions) 

130 104 88 53 375 

Number of housing & rehab loans (individuals) granted 
during the year 

27 31 33 37 128 

Loans granted as a % of eligible loans  20.8 29.8 37.5 69.8 34.1 
 
NACHU is now trying to raise funds from commercial and co-op banks, the capital market and 
international sources. Access to these sources is constrained in part by the relatively small 
size of the organization. NACHU is working with Rooftops Canada and other international 
NGOs to use guarantees to enhance its credit standing to leverage loans from both local and 
external sources. 
 
NACHU provides loans at 15% per year for 3 to 6 years for all loan products, down from 19% 
a few years ago. This is based on technical advice and consultations with members at their 
AGM, but NACHU will likely be increasingly guided by the market in setting the rate. The 
lending period while short compared to mortgage linked housing is quite long relative to 
traditional micro-credit for business.   
 
The management of its loan process and portfolio is another key factor in NACHU’s ability to 
raise capital funds. NACHU has a well-structured system for client outreach and orientation, 
and loans are processed quite quickly (within a month) once all conditions for eligibility are 
met. Several measures are taken to safeguard loans: 
! Members receive loans through their own housing co-op society which provides important 

screening and social pressure for repayment; 
! loan must be  guaranteed by five members of the society; 
! borrowers give power of attorney to NACHU to hold the plot title until the loan is repaid; 
! where there is no plot title, the local authority must confirm that a letter of allotment has 

been issued to the intending borrower; 
! for rehabilitation loans, technical officers assess the cost of repair to ensure the amount 

applied for is appropriate; and 
! members are trained to ensure that they understand the loan process. 
 
Available data indicates that unlike many MFIs, active loans for new housing and 
rehabilitation show twice as many male borrowers as female borrowers. But the number of 
new female borrowers has grown over the last three years to equal that of men, suggesting a 
trend towards gender parity. 
 
NACHU experienced significant repayment difficulties when it first started lending over a 
decade ago. The overall loan recovery rate is now around 86% but it varies by loan product: 
69% in 2006 for new housing loans; 94% for rehabilitation loans; 129% for group loans

37
 

(indicating pre-payment); 55% for resettlement loans; and 69% for infrastructure loans. The 
pre-payment of group loans is consistent with the commercial character of the rental housing 
financed by these loans. NACHU is on track achieve an overall repayment rate of 95%, which 
compares well with best practice for micro-finance operations. The improvements are related 
to recruitment of highly qualified finance staff, the installation of loan tracking software; and 
the use of auctioneers to recover loans long overdue.  
 
NACHU will only be sustainable when it covers all of its expenses with operational income 
and generates sufficient surplus to maintain the real value of its equity base.  In these terms, 
NACHU’s loan operations are not yet sustainable but there is consistent improvement. 
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 Group loans are typically made to a cooperative (often with a majority of women members) which then 

constructs a commercial building for rent.  The net profits are distributed to the members.  
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5.3 SCALING UP CAPACITY FOR GROWTH  

The ability to move to scale in HMF is critical, especially given this has been the most 

significant challenge for almost all housing related interventions across Africa. While 

HMF does exist in many contexts, its application has remained primarily local and 

very few people actually have access to explicitly targeted HMF services.  Even in 

countries with relatively long histories in HMF, the scale achieved has been very 

modest in comparison with the potential demand. Two challenges arise in this 

respect.   

 

On the one hand, housing micro lenders, NGOs and other operators serving the low-

income sector need to access additional capital in order to grow their books and 

reach more of the expected demand.  Increasingly, investors are expressing interest 

in this segment of the market and the potential of a niche housing focus.  On the 

other hand, housing micro lenders will not be able to attract this capital without 

improving their operational systems and processes so that they can manage the 

investment prudently – efficiently and effectively.  The question of scale lending has 

to do with the operational capacity of lenders to operate at a greater scale than 

currently, and the financial capacity of lenders to offer loans to a larger client base.  

This creates a chicken-and-egg scenario. Without the capital to lend, the pressure to 

enhance capacity to manage increased scale is diminished; but without improved 

operational capacity, it is unlikely that lenders will be able to attract the capital they 

need in order to scale up. 

 

A number of MFIs are currently grappling with the challenges involved in scaling up.  

 

Box 5: Case study: The Kuyasa Fund (South Africa)  
(FinMark Trust, Rooftops Canada and Habitat for Humanity, 2008) 

 
The Kuyasa Fund is a non-profit organisation that uses microfinance as a tool to improve 
housing conditions for poor people in South Africa. Kuyasa supports community groups to 
save towards housing and grants loans to individuals with secure occupational rights whose 
low incomes mean that they are generally excluded from formal finance. Working with the 
poorest of the poor, Kuyasa has demonstrated the credit-worthiness of this target market.  In 
mobilising savings, Kuyasa clients build both their financial and social capital. 

The Kuyasa Fund’s clients generally earn less than R3500 (about $440) a month – 63% of 
clients earn less than $200 per month.  Women make up the majority (74%) of Kuyasa 
clients and 64% are between 40 and 60 years old. Kuyasa Fund’s collection methodology 
can accommodate borrowers with non-wage incomes: 40% of Kuyasa clients are either 
informally employed or pensioners.  

Virtually all of Kuyasa’s clients are beneficiaries of the government’s housing subsidy, which , 
in their case, gives them ownership of a 23m

2
 basic structure on a serviced stand.  Through 

the housing investment facilitated with these micro loans, Kuyasa clients have increased the 
size of their homes substantially – in some cases more than double - and seen their house 
values improve from about R50 000 to between R150 000 and  R250 000.  

In its eight years of operation, the Kuyasa Fund has impacted on about 46 000 people, 
granting R55 million ($6.9 million) in loan finance to over 9 000 clients.  Current loan balance 
outstanding is R16 million ($2 million).  
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Eighteen months ago, the Kuyasa Fund embarked on a plan to grow towards sustainability 
and significance.  The five year plan involves an aggressive growth strategy in which Kuyasa 
plans to grow its book to 300 000 clients across six provinces in South Africa by 2013.  Over 
this time, Kuyasa expects its loan book to grow to R1,1 billion (about $137.5 million) and its 
staff to grow to 1 100 people.  To facilitate this, Kuyasa has harnessed technical assistance, 
expanded its board and increased its management capacity.  Leveraging the technological 
capacity in South Africa, Kuyasa has overhauled its Management Information System and 
implemented mobile technology for its loan officers.  While Kuyasa does rely on subsidised 
support from its partners, it is seeking to grow towards full sustainability so that it does not 
become dependent on donors.  To this end, it is funding its loan book growth with debt. 

In March 2007, Kuyasa opened their first regional office in Port Elizabeth, Eastern Cape 
Province.  With a staff of ten, this branch disbursed over R1 million ($125 000) in loans in its 
first four months of operations, highlighting the great need for appropriate credit within South 
Africa’s low income population.  A second regional office was opened in George in 
September 2007, and a third was opened in Robertson in March 2008 – both in the Western 
Cape.   

 

Another example of a housing microlender scaling up its services is found with the 

WAT Human Settlements Trust in Tanzania.38   

 

Box 6: Tanzania Pilot Housing Microfinance Project 
 
Tanzania has a high rate of urbanization, between 4 – 10% per annum.  Eight million of its 
estimated 37.4 million people live in urban areas.  About 70% of these live in unplanned, 
informal settlements with poor shelter and few basic services.  The development of a 
sustainable housing delivery system has been hindered by the absence of housing policies 
and programs, weak institutions, lack of housing credit facilities and outdated building 
standards.   
 
Low and middle income people struggle to secure land and build homes progressively over 
time using informal contractors; funded by savings, informal loans, and assistance from family 
members.  Often, the process stalls due to cash flow problems and inadequate technical 
knowledge of the building process, resulting in incomplete homes.  There are no links 
between housing needs and aspirations, design and construction capacity, affordability and 
finance – all required for the successful completion of a housing project. 
 
Since its formation in 1989, WAT Human Settlements Trust (WAT) has been advocating 
gender equality, equal rights in access to land, property ownership, adequate housing, 
inheritance and related issues through training and education.  Based in Dar es Salaam, WAT 
also provides housing and technical support services to low income communities struggling to 
secure land, for both new construction as well as house upgrading.  In 1998, WAT initiated a 
Savings and Credit Society (SACCOs) to provide credit for housing, and WAT operated a 
small experimental Shelter Loan Revolving Fund (SLRF).  The WAT SACCOs grew to over 
5000 members and about $ 800,000 in savings with support from the Desjardins credit union 
movement in Quebec. To date, the SACCOs have not provided housing loans directly, 
although some consumer loans are used to purchase building materials. 
 
The SLRF demonstrated the potential for providing loans especially for upgrading housing to 
improve rental incomes. In late 2008, to meet the challenge of scaling up, WAT signed an 
agreement with the Financial Sector Deepening Trust, FSDT (a multi-donor pool fund) to 
undertake a 3.5 year HMF pilot project. This will increase the number of housing loans to at 
least 1,000 per year. The SACCOs will provide the financial services and WAT will increase 
its capacity to provide related housing technical services and training. This will include 
continuing some very successful work to secure tenure for over 1,500 households in one of 
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 This case study was written by Eliza Moore of Rooftops Canada, May 2009. 
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Dar es Salaam’s oldest informal settlements. Reasonable security of tenure is seen as an 
important pre-condition for HMF lending. 
 
The Tanzania Pilot Housing Microfinance Project will develop sustainable and replicable loan 
products and processes, and that are suitable for low and middle income Tanzanian 
communities.  It is expected that the program will eventually be extended through the 
Dunduliza network of over 40 SACCOs. Lessons will be shared with both microfinance and 
formal financial institutions to encourage them into HMF lending.  
 
The program is being carried out with support from Rooftops Canada and the Norwegian 
Federation of Housing Cooperative Associations (NBBL). A long term technical advisor is in 
place, staff are being hired and trained, and systems are being set up to manage the 
increased volume of lending as well as housing development. 
 
One of the major challenges is to leverage commercial capital using a loan guarantee fund 
which FSDT has provided as part of the program funding. The SACCOS savings are not 
sufficient for the planned increase in HMF activity. Negotiations have started with a number of 
local and international financial institutions.  

 

5.4 OFFERING HOUSING SUPPORT SERVICES TO ACCOMPANY HMF 

LOANS  

HMF loan arrangements often need to involve housing support services, especially if 

scaling up is to be achieved. These are for a wide range of issues including land 

acquisition, securing tenure and services, housing design, construction, materials 

and consumer education. This approach is increasingly emerging as an important 

part of realising a sustainable housing outcome.  Sometimes, housing support 

services are offered on the basis of a partnership between the microlender and a 

local shelter NGO.  In other cases, microlenders find ways of offering the required 

services themselves. 

 

The Mchenga Fund in Malawi has a technical committee which has formed 

partnerships with colleges to provide support on various building related issues 

(Manda, 2007). NACHU in Kenya likewise provides technical assistance with its 

loans (Mutero, 2007). Habitat for Humanity has identified as part of operational 

guidelines the need for technical services as an industry standard step when 

introducing demand driven products (HFH, 2008). Development Workshop, in Angola, 

set up a construction assistance unit on a social enterprise model to provide the 

necessary advice and support for its KixiCasa loan. This is provided for a fee and not 

directly by itself (Cain, 2007).  

 

An integral part of both third tier and second tier HMF lenders is community 

mobilisation and interaction with state agencies to ensure the tenure security of 

beneficiaries (Cain, 2007). Housing microfinance is also often tied to acquisition of 

land and development of infrastructure. In these instances, it often takes the form of 

group rather than individual lending. Further, in this model, affordability to some of 

the poorest is enhanced when the housing component is not necessarily 
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implemented immediately, and land and services are paid off first (Mitlin, 2007; 

Centre for Urban Development Studies, 2000; Manda, 2007).  

 

Working in Zimbabwe, the Swedish Cooperative Centre supports, through the NGO, 

Housing People of Zimbabwe, the provision of two categories of service. The first 

comprises general housing support services which mobilise the community and 

address general development issues. These are paid for by raising external funding.  

The second comprises the various technical services related to housing delivery.  

Fees are charged for these services (Kholo, 2008). 

 

Table 15: Example of a housing support service typology   

 General services Technical services related to housing delivery 

F
e

e
s
 No fees charged: supported by external 

funding 
Fees charged for services rendereed 

S
e

rv
ic

e
 c

o
m

p
o

n
e

n
ts

 

! Mobilisation of communities and 
popularisation of concepts , models i.e. 
housing cooperatives, promotion of 
savings, training materials development. 

! Training and education on a range of 
issues include leadership and 
management, planning and goal setting, 
governance, skills and support for income 
generation, HIV and Aids mitigation, 
gender mainstreaming. 

! Advocacy , lobbying, networking, 
exchanges and learning. The advocacy 
and lobbying has involved capacitating the 
poor to engage as well as direct 
engagement with and on behalf of the 
target group. 

! Land negotiations, planning approval 
processes. 

! Project financing –savings, options 
available and means of accessing such 
finance, proposal and negotiations for 
access. 

! Specific training related to managing and 
servicing loans and other forms of credit 
the group may have received for the 
housing construction. 

! Contracts, organisation and supervision 
of construction activities including any 
aspect of self help construction. 

 

A number of challenges arise in the provision of housing support services.  Firstly, 

many HMF providers do not have the capacity to provide these services. Secondly is 

is the question of whether housing support services enhance the loan performance 

as well as the housing performance.  It is for this reason that NGOs often take on the 

role of housing support services, so that such services do not interfere with the loan 

arrangements. 

 

5.5 PUBLIC-PRIVATE-INTERNATIONAL PARTNERSHIPS TO PROMOTE 

HMF  

The interest in HMF by development agencies, donors and other international 

partners has led to a number of public-private-international partnerships to promote 

local initiatives.  A list of some of the international players that are engaging in HMF 

in Africa is attached as Annexure G to this report. 

 

In Morocco, there has been increasing innovation by MFIs to adopt HMF lending in 

their efforts to diversify. This was preceded by law reforms that allowed MFIs to 
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include lending for HMF into their portfolios. The Development Credit Authority of 

USAID has provided loan guarantee packages to allow MFIs to access commercial 

credit to fund their housing portfolios (USAID, 2004).39 This initaitive is part of the 

Moroccan pilot project of the Global Financial Innovations Partnership (GFIP), which 

was established by Shorebank International and USAID to bring financial services to 

scale to achieve the Millennium Development Goal of “improving the livelihoods of 

100 million slum dwellers by the year 2020”.40 The effort created a level of comfort for 

banks through demand studies, piloting retail lending platforms for banks, training 

and mentoring of loans officers and new product development (Martin et al, 2008).  

The retail platform provided by BMCE and Fondation Zakoura offered a one-stop 

shop for slum dwellers as they undertook their housing construction process (Baveral, 

2008).41 

 

A second GFIP pilot project was undertaken in South Africa, involving a US$ 1million 

credit line approved by a partner bank to the Kuyasa Fund, a housing microlender 

operating with low income communities. 

 

International shelter nonprofit organisations and donors are increasingly finding 

useful ways to enable HMF lenders to secure funds at local level through guarantee 

finance. Homeless International for instance has established a guarantee fund that is 

useable by MFIs to obtain finances (Mitlin, 2007; Escobar et al 2004).  Rooftops 

Canada also provides a guarantee for NACHUs international loan, and provides start 

up capital as well as capacity building. At a local level, UN Habitat provides a 

guarantee facility for Azania Bank to lend to Tanzania Women’s Land Access Trust 

(TWLAT) (Merill et al, 2006a).  

 

5.6 THE POTENTIAL FOR PENSION FUNDS TO MEET LONG TERM 

FUNDING NEEDS FOR SUSTAINABLE HMF LENDING  

 

It is important that HMF taps into sustainable funding sources for long term growth.  

Most MFIs have limited options with regard to funding their intermediate to long term 

financial needs. Currently, HMF especially that linked to second tier institutions is 

overly dependant on subsidised donor funds and this jeopardises long term 

operations. Pension funds may provide a part answer to this problem. This is being 
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 To encourage financial institutions to lend to creditworthy but underserved borrowers, USAID uses the 

Development Credit Authority (DCA). DCA is a tool that USAID missions use to stimulate lending 

through the use of partial (up to 50%) credit guarantees.  
40

 The pilot involved three types of intervention: the development of new units financed with mortgages 

for mixed income communities; the construction of dwellings by slum dwellers in new locations; and the 

upgrading of housing circumstances by slum dwellers in the same location. 
41

 BMCE and Zakoura are retail HMF providers. For a presentation on Shorebank’s work in Morocco, 

visit http://www.finmark.org.za/documents/21_Baveral_linkages.pdf     
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increasingly considered as an option in other jurisdictions outside Africa such as Peru 

and El Salvador (Escobar et al, 2004). In Africa, the potential has been recognised in 

countries such as Botswana and Zambia although the practice of pension linkages is 

still limited (Gardner, 2007; Rudloff, 2007b).42  

 

There have been calls for capacity building and regulatory reforms to better enable 

this financial linkage. In Botswana, the Pension and Provident Fund Act allows for 

25% of the fund value to go into housing finance, although none of the pension funds 

so far are advanced to members. To tap more into this potential resource, there have 

been recommendations to among others create greater technical capacity in pension 

funds to develop and administer this form of lending. Also, there is a need to change 

the relevant law in Botswana to allow for guaranteeing of housing loans, and not only 

direct provision of finance by these pension funds (Rudolf, 2007). There have been 

calls for reform to laws in Zambia that only allow the Public Sector Pension Fund to 

legally provide mortgage finance solely to members (Gardner, 2007).  

 

5.7 RECOGNITION OF A LIVELIHOODS APPROACH IN HMF   

There is growing recognition of the potential use of HMF to further home based 

enterprises and support small scale landlords (Rust, 2007). The adoption of a 

livelihoods approach seeks to fund productive housing for instance, providing rental 

units, space for home enterprises and so on. This is not happening at scale, but there 

is emerging recognition of its importance. For example, in Mauritania, two-thirds of 

loan recipients for a housing loan scheme used the home for some kind of enterprise 

activity including renting space (UN Habitat, 2005b). NACHU’s lending to Kenyan 

landlords has also had this as a driving ideal (Mutero, 2007).  

 

5.8 BROADENING INSTITUTIONAL ACTORS   

There is a trend in come contexts towards broadening the institutional platform 

involved in HMF to include actors such as the building materials industry (Ferguson 

2008). This has happened for instance in Mexico where suppliers offer group-based 

savings to credit program to support building activities. Much cheaper and less 

complex has been the use of individual credit lines by consumer credit companies to 

allow for the purchasing of building materials (Hokans, 2008).  In Uganda for instance, 

Centenary Bank offers a loan product, the “CrestTanks Facility” whereby a local tank 

company provides water tanks to approved bank loan applicants (Centenary Bank, 

2009). In South Africa, household credit has seen significant growth and some of this 
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 In Botswana for example, at the end of 2005, pension fund assets were worth P22bn ($3.58bn) 

compared nearly P18bn ($2.93bn) for commercial banks. Further, as much as 70% of these were 

invested offshore. However, the locally invested funds that went into property are almost exclusively 

dedicated to investment in commercial property (Rudloff, 2007b). 
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is linked to credit for building materials (Gardner, 2008).  Lendcor is one such HMFI. 

The cost of building materials are major issue in affordability and viability of HMF 

lending. As a result, HMF lenders often link up with NGOs to promote safe and 

cheaper building technology for instance in Malawi (Manda, 2007).  

 

Box 7: The example of Lendcor  
Lendcor is a Rural Housing Loan Fund client, established in 1989.  Based in Kwa Zulu Natal 
and trading there and in the Eastern Cape and Mpumalanga, Lendcor has operational reach 
through the main players in the building material supply market nationally.  On the surface, 
Lendcor is like most HMF lenders supported by NHFC and RHLF.  However, Lendcor has 
generated markedly better results, mainly through the implementation of credit and risk 
management systems, procedures, and skills that mimic those of the most competitive 
retailers in South Africa. 
 
Financial summary of Lendcor’s lending activities  

Total RHLF-funded loans disbursed to date: value R70 759 988 
Total RHLF-funded loans disbursed to date: number 26 090 loans 
Gross advances at 30 June 2006: number 24 174 loans 
Gross advances at 30 June 2006: value R    2 8793 224 
Avg loan size R2 712 
Write-off rate since 2003 6.1% 

 
Vision: For Lendcor to become a household name in the retail finance market, specialising in 
financing home improvements, through a network of building supply merchants. 
One indication of Lendcor’s success is the 28% of its loans (7339) which are repeat loans to 
previous clients. 16% of loans are linked with the government housing subsidy.  Women 
make up 52% of Lendcor’s client base, and 63% of its clients are employed in the private 
sector, with the remainder being public sector workers, self employed or farmworkers. 
 
Lendcor’s Mission: 
! To economically empower previously marginalised individuals. 
! To unlock the full potential of the affordable housing sector, by providing retail finance 

products, to meet the needs of the clients. 
! To provide added value to our clients, through alliances formed between Lendcor and 

other housing service providers, including developers, building contractors and material 
suppliers. 

! To provide outstanding levels of service to our clients. 
! To be the customers preferred choice for building material finance. 
! To provide a secure, congenial working environment for staff. 
 
Three years ago, Lendcor started its change process in the purchase of Solitaire, a housing 
micro lender also financed by the RHLF.  Lendcor resolved then to shift the business focus 
from that of a perceived MFI, to that of a retail finance company.  This was done in a number 
of ways. 
 
First, to position itself as a retail finance house, Lendcor relocated and upgraded their 
business premises. The image of the offices is now more in line with that expected of a retail 
finance company. The working environment is in line with that of Lendcor’s major competitors. 
Second, Lendcor started giving greater attention to its risk assessment process.  Lendcor 
became a member of the Consumer Credit Association, which provides the company with 
access to all the positive and negative data from the private and public domains on the 
bureaus.  It also has access to the Emperica scorecard version 3, fraud score and other allied 
products. 
And third, the operations and functioning of the company have been enhanced through the 
clear definition of functions, roles and responsibilities, including: 
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Collection strategy 
Lendcor has over 4000 collection points around the country. These are all First National Bank, 
Standard Bank, ABSA Bank, and Shoprite, Pick ‘n Pay and Post Office branches as well as 
the debit order facility. They send out monthly statements which accommodate all the 
collection points. This provides for total convenience to the customer - Shoprite and Pick ‘n 
Pay collection points are open 365 days per year.  
 
The collection process is managed by a full collection department. This includes a Legal 
Department that issues summons whenever necessary. 
 
Lendcor only ever collects one instalment per month. In the event of a customer moving into 
arrears their debit orders still only debit the account with one instalment and the arrears are 
collected separately with interest at the end of the contract.  
 
Marketing 
Previously, marketing was only done at grass roots level. Since December 2003, the new 
Lendcor brand has been marketed through a range of channels including: 
• Direct marketing using pamphlets and packets. 
• Regular advertising on radio and in newspapers. 
• Weekly promotions at merchant stores with prizes. 
• Direct contact and communication into the existing Lendcor customer base. 
• Static displays are supplied to partner stores to create credit awareness. 
• Leaflets are provided to merchants to distribute among contractors.  
• Carrier bags, which have proved to be a highly effective marketing tool. 
• A branded cheque book system, a promotion tool aimed at the sales person employed by 

the merchant. 
 
Lendcor has promoted the introduction of new products which have an environmentally 
friendly impact such as solar energy for the heating of water and a sanitation system that 
does not use water, and does not require chemicals. This contributes to the environmental 
awareness of Lendcor’s impact in their target market areas. 
 
Human Resources and Staff Development 
Lendcor’s management believes that a motivated staff is essential for a successful business. 
To this end, all salaries have been adjusted to be market related. All Lendcor staff members 
are given the opportunity to attend relevant BankSeta courses. Lendcor has been awarded 
bronze status in the BankSeta’s Micro Finance Skills Project. In some instances key staff 
members have been assisted financially with study costs.  
 
Lendcor has recently embarked on the Investors in People Programme supported by the 
Department of Labour through the BankSeta. ‘Investors in People’ is an international standard 
which sets a level of good practice for improving an organisation’s performance through its 
people. 
 
Delivering housing finance to rural areas 
A recent innovation is the “Spaza project”. The aim of this project is to deliver cheaper quality 
buildings more conveniently to rural communities.  
 
In terms of the product, the spaza (small shop) owner pays a deposit to Lendcor.  On a 2:1 
ratio (R 1 000 deposit buys you R 3 000) stock is purchased.  Lendcor pays the hardware 
merchant who delivers the stock chosen by the spaza owner to the spaza.  The spaza owner 
then repays the loan to Lendcor. 
 
These are revolving credit loans and Lendcor encourages owners to pay each week as 
interest is calculated on the balance owing each Friday.  The Lendcor consultant visits the 
spaza weekly and counts the stock and verifies selling prices and ensures that the business is 
running properly. 
Challenges 
Lendcor’s greatest challenge in South Africa is the cement shortage currently being 
experienced.  As the most central building material, cement is often the precursor to the use 
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of other materials.  Consumers unable to buy cement become reluctant to take other 
materials. 
 

5.9 DEVELOPMENTS IN MICROINSURANCE   

A major hindrance to non-traditional mortgage lending to lower income people is their 

perceived higher risk. A number of initiatives have developed in the microfinance 

industry and can possibly be extended to HMF lending. Through microinsurance for 

example, provision of insurance services has been introduced to low-income people 

to allow better risk management and the ability to cope with crisis. This concept is still 

in its infancy and current HMF lending is not reliant on microinsurance. Nevertheless 

according to AMAF (2008), years of experimentation are creating workable models 

and even attracting mainstream insurance companies. In terms of HMF, the key 

insurable risks are life insurance, which is also the most common type in general 

microfinance lending.  

 

5.10 STATE SUPPORT FOR HMF LENDERS  

A trend visible especially in Latin America is the channelling of state support such as 

subsidies through MFIs and local shelter based NGOs involved in housing. This is 

part recognition of the limitations of demand side interventions of the state in housing, 

and the need for greater supply side support for organisations with a history of good 

housing delivery (Escobar et al, 2004). Such a trend is a positive development and 

important in creating greater capacity in these organisations. In Africa, there has 

been little evidence of this, save in South Africa where the state-established National 

Housing Finance Corporation and the Rural Housing Loan Facility have provided 

some support to HMFIs and other institutions providing access to affordable housing 

finance.  
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6. DEVELOPMENT CHALLENGES & OPPORTUNITIES 

In a workshop hosted by FinMark Trust, Rooftops Canada and Habitat for Humanity 

in Dar es Salaam, Tanzania 2008, the following were highlighted as the main 

challenges facing HMF in Africa:  

  

Box 8: Summary of findings from workshop on HMF, Dar es Salaam 2008 

Overall environment 
• Inappropriate government policies 
• Political & regulatory barriers 
• Lack of replicable, scalable models 
• Poor understanding of HMF 
Land 
• Inability of the poor to access serviced land 
• In situ land servicing 
• Security of tenure 
• Bulk and connector infrastructure 
Affordability 
• Rising cost of building materials 
Finance 
• Wholesale level 

o Lack of affordable capital 
o Bridge between big money and the poor 
o Need for appropriate guarantee mechanisms: to extend access, deal with 

currency risk, facilitate wholesale lending, etc. 
• Retail level 

o High interest rates: need to find ways to reduce these 
o Insufficient providers: limited availability of end user credit especially for the very 

poor 
HMFI Capacity 
• Technical assistance required in wide array of areas 

o Development and cost of appropriate, effective technology 
o Data collection, management and analysis mechanisms, MIS systems 
o Organisational architecture  
o How to articulate and support the finance / housing link 

• Chicken-and-egg challenge of scale: operational systems, capital, human resources 
• Need to develop partnerships and networks 
Borrowers 
• Borrower education and consumer / Investor financial literacy 
• Instability of incomes (erratic, seasonal, weekly, etc.) requires tailored collection 

methodologies 
• Limited affordability and lack of collateral 
• Informal nature of clients (tenure, income, experience) 
• Segmentation and customer approach 
• Need housing support services to promote sound housing development 

 

Given the overall profile of demand, in which the vast majority of urban (and rural) 

dwellers in Africa earn far too little to afford a mortgage for the least expensive, newly 

built house; and given the curiosity and interest of investors seeking new investment 

terrains, the time is ripe for housing microfinance at scale.  The pressure placed 

on governments by Goal 7, Target 11 of the Millennium Development Goals 

(significant improvement in the lives of 100 million slum dwellers by 2020) is also 
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constructive in that it forces policy makers to develop appropriate policies and 

products that respond to the reality of poverty and slum living in their countries. HMF 

can go a long way in doing this, and the number of potential borrowers as shown in 

tables 8-10 iillustrates this.   

 

A variety of opportunities exist within the financial landscape: donors, wholesale 

lenders and investors are all interested in investing in housing for the poor and 

exploring models for a commercial response to the challenges.  The microfinance 

sector is growing and a number of micro lenders are exploring the development of 

explicit housing microfinance loan products.  The potential in pension fund assets is 

also being considered in some countries.  This movement would benefit enormously 

from support from the NGO and donor sector, in the form of increased and better 

quality information, networking, the structuring of pilot programmes to test innovation, 

and also credit enhancements.  A better understanding of local, in-country contexts 

insofar as they help, hinder or overlook the potential for growth in HMF lending, is 

also required. 

 

The capacity building challenge is enormous.  The first challenge is timing: when to 

grow capacity to manage impending scale –not too soon to undermine the 

sustainability of the organization, not too late to miss the opportunity for growth.  This 

is a challenge that the Kuyasa Fund in South Africa has been dealing with in its 

efforts to grow “from success to significance”. Sister-relationships and exchange 

visits between like institutions to facilitate information sharing and peer learning are 

also important tools.  Lenders and investors would benefit from a greater 

dissemination of experience and practice – good and bad – which speaks to the 

challenge of growth and scale. Partnerships between technical support organizations 

(whether local or international) and HMFIs can also lead to local level successes 

whose stories can be disseminated widely.   

 

A critical area for attention by banks, lenders, policy makers and support 

organizations is that of savings: how to viably create savings opportunities that lead 

towards longer term housing investment. In this respect, savings are already being 

encouraged by many retail HMF providers such as Kuyasa Fund in Souh Africa and 

NACHU in Kenya,  

 

Given the potential scale of demand for HMF, there should be substantial opportunity 

for the growth of housing micro lenders, investors, and other sector players.  And yet, 

there aren’t enough microlenders offering housing products to meet the suspected 

demand.  This incongruence of demand and supply arises as a result of a series of 

development challenges that make HMF a difficult business. These include:  
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6.1 LAND ACQUISITION, TENURE SECURITY AND INFRASTRUCTURE 

PROVISION  

HMF practices the world over show that most first tier microfinance lenders 

intentionally avoid directly addressing land and infrastructure needs, for several 

reasons. Provision of financial services for microenterprise, housing construction, or 

housing improvement projects constitutes a relatively straightforward manageable 

undertaking. On the other hand, participation in the process of acquiring land and 

granting tenure security as well as delivering infrastructure is legally, financially, and 

politically complex, requiring extensive institutional and financial capacities and legal 

powers, typically available only to national and municipal government agencies. 

Many urban local authorities cannot extend services to new developments or those 

already inhabited without payment of substantial fees. The processes related to 

developing the land for shelter provision, that is surveying, sub-division, layout 

planning and bringing services also renders the final cost many times the original 

price of the land itself. This curtails the affordability of the development in general, 

and prices out many of the potential beneficiaries for HMF.  

 

Community based funds often combine advocacy with microfinance and often have 

acquisition of land, securing tenure and provision of infrastructure as an integral part 

of their lending programs. Lobbying of government to extend infrastructure and 

services is an integral part of the delivery process. However, this does raise the 

question of affordability, and community based funds are thus often heavily 

dependent on grants and other in-kind donor assistance from external sources. They 

are often not financial viable and self-sustaining in the long run. There have been 

calls for partnerships to be developed between microfinance lenders, local and 

international shelter NGOs and other players to take advantage of their relative 

strengths in enabling this important aspect of HMF lending (Centre for Urban 

Development Studies Harvard University, 2000). 

 

6.2 DESIGNING SUITABLE HMF PRODUCTS  

One critical aspect of successful HMF lending is the creation of suitable loan 

products to provide the market. While demand may be high, it is critical that lenders 

tailor make the products to suit the particular needs of the local context. Static 

models which lack innovation have proved to limit growth in uptake and encourage 

high drop out rates. Investment in product diversification is critical to successful HMF 

lending.   

 

6.3 LACK OF APPLICABLE SCALEABLE MODELS 

By all accounts, while HMF is providing useful learning experiences on how to 

finance housing in many parts of the world, it is yet to provide a useable scaleable 

model. There are a number of factors that explain this, including the lack of sufficient 
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funding and capacity constraints at finance dispensing level. Practitioners of HMF 

including MFIs, local and international shelter based NGOs and donors should 

consistently monitor, evaluate and record best practices as well as share 

experiences both locally and internationally to make gains on this front. Further, it 

has been argued that truly going to scale can only be done when HMF lenders are 

eventually weaned off grant funding. This is after the funding has been used to assist 

the intial estabishment and growth of the lender (FinMark Trust, Rooftops Canada 

and Habitat for Humanity, 2008). This means that lessons on scaleable models 

should reflect how best to apply initial grant subsidies in growing and converting 

lenders into self sustaining entities.        

  

6.4 ESTABLISHMENT OF GUARANTEES TO ENABLE GREATER 

FUNDING ACCESS FOR MICROFINANCE LENDERS  

Gurantees offered on funding to HMF lenders provide comfort to investors by 

bridging the gap between the desired versus the actual or perceived creditworthiness 

of the weaker entity. Guarantees allow for lowering of pricing, extending tenor of 

loans, leveraging a larger pool of capital, incentivising banks to go down market, 

substituting traditional collateral, bridging the reliability of payments and bridging the 

timing of public subsidies versus private financing (Ng, 2007). There are moves by 

many organisations to play this facilitative role43. However, greater information on the 

potential for its use needs to be researched and disseminated to allow the necessary 

scaling up of HMF lending.  

 

It should be noted that gurantees are market makers, not market sustainers. Similar 

to grant funding, they should not be a permanent feature of HMF lending and 

commercial and other lenders should with time be encouraged to take on some of the 

risk as well.  

 

6.5 SHIFTING MINDSETS: THE POOR CAN BE TRUSTED TO BUILD 

The incremental nature of HMF is often seen as undermining long term quality 

objectives of the housing process. A challenge is to overcome the perception that 

HMF entrenches informality which makes governments reluctant to allow the poor to 

build for themselves (FinMark Trust, Rooftops Canada and Habitat for Humanity, 

2008). HMF often goes against the grain of conventional thinking among state 

officials, keener on project driven housing that delivers whole housing units rather 

than incremental housing by households. Planning and building regulations which are 

hostile to incremental housing also reflect this attitude. 

 

                                                
43 See 5.5 Public-private-international partnerships to promote HMF.  
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For instance, 95% of the officials in the Federal Capital Territory Development 

Authority in Abuja Nigeria felt that the problem with self-help housing as a policy 

option was the poor’s inability to build the desired high quality houses for the territory. 

There was apprehension that they would in effect “spoil” Abuja, as they had spoilt 

Lagos (Egbu et al, 2006). Gardner (2008) writing of the South African model of state 

driven housing delivery reports that there are few suitable housing products being 

produced for housing, and deviations from the norm are not tolerated.  

 

Incremental housing can be seen in the light of housing as a right. Article 11(1) of the 

International Covenant on Economic Social and Cultural Rights (CESCR)44 provides 

for:  

‘The right of everyone to an adequate standard of living for himself and family 

including adequate food clothing and housing and to the continuous improvement on 

living conditions.’ (Emphasis mine)  

 

Over the years, the poor have always been involved in building for themselves in 

African cities, and authorities need to recognise and work with this fact. There is a 

need to lobby and educate government officials to understand the need for guided 

incremental housing as a method of channelling this activity, to create better shelter 

and settlements.   

 

6.6 INSTITUTIONAL CAPACITY BUILDING  

An important limitation in HMF going to scale and beginning to meaningfully deal with 

the high demand is the limited capacity of current providers. Capacity refers to both 

the ability to manage more capital as well as the ability to grow the loan book, 

engaging with a wider client base and the capacity (FinMark Trust, Rooftops Canada 

and Habitat for Humanity, 2008). Capacity building especially among retail HMF 

providers needs to be prioritised.  

 

                                                
44

 Adopted by United Nations General Assembly resolution 2200A(XXI) 16
th

 December 1966; entered 

into force on 3
rd

 January 1976.   
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7. RECOMMENDATIONS AND CONCLUSIONS 

This broad study has displayed the vastness of the terrain that deals with HMF in 

Africa. Within this expansive look at different facets of HMF, it has also shown that 

there is very little we know about HMF in Africa. Thus a number of pointed 

conclusions can be drawn on HMF in Africa.  

 

Firstly, demand is large. A multiplicity of factors such as high urbanisation rates (in 

case of urban demand), the high costs of mortgage loans and an established culture 

of self build ensures this. Further, conventional housing financiers such as banks 

have been averse to lending for housing, especially to the poorer members of society. 

Meanwhile the state has been a poor supplier of housing and housing finance in 

Africa. Through the formula estimating demand, some illustrative figures of this 

demand have been derived. Importantly, evidence shows that HMF lending to meet 

this demand is currently very limited across the continent. In the few instances where 

the practice of HMF has been established, there is a high uptake of the loans from 

individuals, often outstripping the ability of lenders to supply.  

 

Secondly, tentative steps in HMF lending are being done, primarily by MFIs, but also 

local shelter based NGOs. MFIs are strategically placed at the forefront of lending to 

the traditionally unbanked. Through this, they are some of the first institutions to 

encounter the unsatisfied demand for housing finance. They also quickly realise that 

this demand potentially fits well with their models of microfinance lending. 

Nevertheless, capacity constraints both in raising and supplying finance is a major 

hindrance to MFIs as well as other new entrants into HMF lending such as SACCOs, 

dedicated HMF lenders, banks and local and international shelter organisations.  

 

The study has also shown how important the underlying reason for providing HMF is 

to developing models of delivery for different suppliers of HMF. First, second and 

third tier suppliers do not always share the same goals in their HMF operations. 

Banks for instance are less inclined to lending for reasons of social development and 

transformation, than local shelter NGOs. This has profound influences on the way 

they configure their operations; how they structure their loans including size of the 

loan, guarantees sought, interest rates, or who they lend to. The broad demand 

figures could thus mean different things to different suppliers.     

 

Fourth, the potential for savings as an important aspect of financing housing 

improvement in Africa must be recognised and promoted.  This is so because it 

points to the future model of HMF provision in Africa, where savings can play a 

critical role in financing and securing HMF loans.  
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It is still not clear what the effects of the generally turbulent macroeconomic 

environment will be on HMF. The broader conclusion is that the relationship between 

HMF and the broader economic environment are not fully understood, largely 

because its operations do not follow conventional money lending practices.     

 

Finally, there is a general sense that overall, the operating environment for HMF 

lending can be improved. HMF has been preceded by a rapidly growing microfinance 

industry in Africa. This has contributed towards improving the policy and regulatory 

environment necessary to facilitate microfinance lending. Nevertheless HMF differs 

from ordinary microfinance because it targets the housing product. Policy and 

regulatory environments around building, land administration and management are 

currently hostile to incremental housing across the continent. To develop the HMF 

sector, these need to be changed.   

 

The following are a number of recommendations that can influence the growth and 

development of HMF in Africa.  

 

7.1 GREATER LOBBYING AND EDUCATION AROUND HMF 

 

A critical need has been identified around lobbying and education of certain key 

players if HMF provision is to be scaled up in Africa. This needs to be prioritised 

because of limited appreciation and even hostility towards HMF.    

 

Firstly, governments have to be lobbied. Such action will revolve around: 

o Encouraging national and local governments to appreciate the role of 

progressive housing, as opposed to new and relatively expensive project 

driven housing development. While not many governments, with the 

exception of South Africa, are currently directly funding new large scale 

housing development, they do have an influence on the type of housing 

developments and the manner they are financed. For example, amendments 

to restrictive legislative and policy frameworks around HMF can be spurred 

on by attitudinal changes gained from lobbying. A change in the negative 

perceptions on self build, which have often threatened tenure security of 

individuals through evictions, can likewise be achieved. In cases where 

there is direct development of new housing by governments such as 

government subsidised housing development, or financing of housing for 

civil servants, a greater variety of financing options including HMF can result.   

o Lobbying for financial regulatory reform. These include those that hamper 

the ability of HMF lenders to raise capital, for instance, those dealing with 

the ability of lenders to offer savings services and further, use these for HMF. 

Others include those touching on the ability of commercial banks to lend to 

the HMF sector and those dealing with the leveraging of pension funds and 



 

Demand for HMF in Africa: September 2009 73 

capital markets. Also, regulations that deal with interest rate ceilings should 

be revisited and carefully considered.  

o Finally, lobbying for changes around regulatory frameworks dealing with 

land development and management is necessary. These frameworks are 

often inappropriate, and may even prohibit incremental housing. Measures 

for implementation include those aimed at simplifying and creating 

appropriate processes of housing development around procedures of 

surveying, sub-division, building standards and town planning. This will help 

to ease the process of incremental housing.  

 

Lobbying for these kinds of changes can be done by a wide array of actors including 

donors, local and international shelter based organisations as well as private sector 

actors such as banks and commercial lenders. Shelter based NGOs have a 

particularly important role to play in advocating for appropriate policies relating to 

questions on land allocation, tenure reform, and infrastructure provision, particularly 

those targeting the very poor. As noted, tenure security is critical to HMF lending, 

both for lenders and borrowers. Advocacy on this front is especially useful, and can 

be linked to the fulfilment of MDGs by governments.  

 

Apart from the state, it is important to lobby private financiers and MFIs not currently 

providing HMF. Past conservative lending practices of bankers for example need to 

change. There needs to be a concerted effort to impress upon the private financing 

sector that HMF can be a profitable area of business, and also simultaneously be of 

immense benefit to the society.  

 

7.2 CREATE A GREATER VARIETY OF FUNDS TO ACCESS AND WAYS 

TO ACCESS THEM   

 

An important area requiring development is creating more opportunities for funding to 

HMF retailers, as well as encouraging more funding by already established funds. 

This can be done in a variety of ways. For instance pension funds, both in the private 

and public sector have great potential in many African countries. This points to a 

lobbying and capacitation role for donors and international shelter nonprofit 

organisations, targeting fund managers and regulators.  There should also be efforts 

towards expanding the brief of the established global microfinance facilities, to 

provide capital to HMF. Again donors and international shelter nonprofit 

organisations can play an important role in facilitating this.  

 

Often however, the problem is not a lack of funding, but creating ways of facilitating 

access to this funding. Funding HMF lenders in an environment of limited information 

is often seen as risky business. Such risk can be ameliorated through guarantees for 
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example. Donors can be actively involved in helping to establish more international 

guarantees to secure lending to HMF lenders.   

 

7.3 CAPACITATION AND TECHNICAL SUPPORT 

One critical area of intervention is capacitation and provision of technical support. 

HMF lending is a relatively new method of lending, and places considerable 

demands on the technical abilities of organisations used to other forms and types of 

lending. Further, the subject of lending, which is land acquisition and incremental 

building of housing top structures, requires considerable skills in advocacy around 

land issues as well as hard skills to facilitate infrastructure provision and building and 

construction.  This support to clients is often required as part and parcel of the 

housing loan product.    

 

Organisational support to existing HMF lenders should thus be a core element of 

donor intervention. Support in other important operational areas includes loan 

origination and collection, portfolio quality and risk management, fund management, 

human resource and staff acquisition and training, as well as technology and MIS.  

Product development support is likewise an important area and grants can be 

provided to small retail HMF lenders to pilot new products. Support around demand 

side studies for commercial banks, MFIs and NGOs wishing to begin HMF lending is 

also vital.    

 

Another area of support is consumer education. Potential beneficiaries to HMF 

should understand the implications of entering into agreements with lenders. In this 

regard, HMF lenders can be assisted on, how to structure education to consumers on 

issues like disclosure, mechanisms for handling complaints and disputes, and other 

aspects of consumer education. Technical support around accessing alternative 

sources of funding such as capital markets and diaspora remittances can also be 

explored. 

 

7.4 BUILDING NETWORKS AND RELATIONSHIPS  

 

Finally, players involved in HMF need to forge closer relationships at local, national, 

regional and continental level in order to identify and develop strategic partnerships. 

Useful partnerships include those entered between financial service providers who 

are locally registered, and international shelter nonprofit organisations and fund 

managers wishing to enter HMF lending practice. MFIs are likewise key players 

capable of facilitating provision of the whole package of incremental housing 

requirements that is, finance, land, infrastructure, technical support and education 

and training of beneficiaries. Entering into partnerships with them is thus a useful 

means of entry into the local HMF scene. HMF lenders can establish strategic 
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relationships like joint ventures with financial institutions and organisations dealing 

with building technology to provide technical support. Building relationships with 

insurance companies, encouraging them to develop appropriately downscaled 

products to mitigate risks and encourage greater lending, is also a potential area of 

exploration 

7.5 FUTURE RESEARCH AGENDA  

A shift in mindsets in the private sector for instance will only be possible if there is 

sufficient research to back up assertions. A general requirement for greater research 

and development has thus been identified for this, and other needs. Demand side 

market research is particularly necessary to determine the kinds of products and 

services needed by beneficiaries. Research into ways and means of providing 

technical assistance is likewise essential, as technical assistance has been identified 

as a critical accompaniment to lending. Best practice research to spread HMF 

success stories including detailed studies of successful cases and key challenges 

across established lenders can be used to create evaluation benchmarks specific to 

HMF. Very little is understood about property and housing finance markets in many 

Africa countries, and building databases on this information will ease the task of 

venturing into this novel kind of lending. Data collection on lender portfolio 

performance of HMF lenders is needed as currently there is no way of measuring 

how housing loan books are doing in the few HMF providers.     

 

Research into HMF is a mandate that cuts across a wide variety of actors and will 

benefit all players, but is especially an important are of focus for donor support.    A 

number of areas of research can contribute to the development of the practice of 

HMF in Africa. These include: 

 

The practice of  HMF by different lenders in Africa  

• This can include investigations into how to further facilitate entry of various 

players into HMF lending. This should include investigation into conversion of 

MFIs into HMF lenders, establishing new HMF providers and encouraging banks 

and other commercial lenders. Questions to be asked will be around business 

models, products, clientele choice , which MFIs are better suited for success in 

the HMF space and so on.  

• There is a need to determine what kind of products and services should 

accompany and if need be, get financed by HMF within the value chain at each 

financing moment. In this respect it is important to determine where within the 

housing value chain housing technical support should be provided, what kind of 

support and by whom it should be provided.  
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Practice of  HMF in Africa generally 

• Regional and country specific practices in housing finance that have developed in 

Africa. Knowledge of these can contribute towards designing future HMF 

products. Already there are some particular types of housing practices that 

influence demand in African contexts. For instance, the preference for self-build 

in some countries, even for people who qualify for mortgages on finished units.      

• The differentiated demand in urban and rural areas. Pertinent questions include 

what typifies the practice in both areas, who are the different players and what 

are their approaches.   

• The question of rental versus ownership, and its effects on demand for HMF. As 

noted earlier, suggestions are that secure tenure is a more important factor 

affecting demand.    

 

The role of  the state  

• Research into what are the best and most useful roles for the state in enabling 

HMF. Past state intervention in housing has not been very successful and it is 

important that in the context of the current economic realities, a suitable role is 

determined. Already, regulatory reform and facilitating the provision of land and 

infrastructure have been identified as important strategic interventions for the 

state.  

  

Funding  

• How to tap into local capital markets, success stories and conditions for success. 

• How and what type of sources of funding can be used optimally at various stages 

of the housing supply chain and HMF operations.  

• Best practices into successful conversions from subsidised to commercially 

oriented HMF lending organisations. 

• How prevalent savings as a component of HMF is in Africa, and how it can be 

better used to leverage long term funding. 

• Investigate the use of remittances for housing in Africa, its potential for linking 

with HMF. This should consider operational models and best practices across the 

world where it is being used.     

 

Regulatory issues  

• Investigate the most appropriate financial regulatory frameworks for HMF 

including best practice around the world and their possible applicability in Africa. 

• Country specific case studies on the effects of restrictive land regulatory 

frameworks on the ability of the poor to build incrementally. This should include 

investigation into the progress of current regulatory reform measures, their 

implementation and impacts on incremental housing.    
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Nature of HMF  

• Effects of the global credit shocks on HMF supply and demand. This will 

contribute towards greater understanding of the nature of HMF, its interface with 

formal financial systems, as well as contribute towards a broader understanding 

of the links between HMF and national macroeconomic performance.  

 

Risk management 

• Research in to new risk management tools such as the applicability of 

microinsurance in HMF, including details of possible practices abroad and in 

Africa. Research into the “comfort levels” afforded by such instruments.  

• There is need to identify best practices and disseminate information on the 

current use of guarantees to enable HMF lending.
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ANNEXURES 

ANNEXURE A: Characteristics of HMF Loans in Selected African 

Countries  

 

Microfinance 

institution 

Country Range of 

loan 

Average size 

of loan 

Terms and conditions of the 

loan  

Development 
Workshop, 
KixiCasa products 
(Cain 2007) 

Angola  $ 800 - $ 2500    

FINADEV (Pers. 
Comm. Ms 
Christine) 

Benin  US$ 666 Term: 36 months  
For salaried workers within private or state-
owned companies; have reached 4,000 
people with a repayment rate close to 100%. 
Made through “mutuals”, formal groups, 
associations and unions of salaried workers, 
Members on their own cannot  have access 
to funding given the small size of their needs 
and the lack of guarantee. 
 

ACSI (Gobezie, 
2005).  

Ethiopia  $116 - $ 1744   $228 Term: 1-3 years  
Monthly payment  

Boafo Microfinance 
Services (Parekh 
et al 2008) 

Ghana  $500-$10 000  Combination of guarantees, including co-
signers and salary deductions  

ProCredit 
(ProCredit, 2006) 

Ghana  $ 100 - $3500  For individual salary earners, must have 
permanent employment contract 
For business owners, must have been active 
in business for at least six months  
 

UNACOOPEC 
(Pers. Comm. Mrs 
Kuku).  

Ivory Coast Three times 
your saving 

A function of your 
saving 

Term: From 36 months to 60 months 

Faulu (Pers. 
Comm. 
Molroooney, 2009).  

Kenya  $107 min - 
$933 max 

$533 average  
Disbursed as 
materials 

Pilot project in conjunction with Habitat for 
Humanity  
Term: 36 months fixed 
Guarantee through solidarity.  4 co-signers.  
Pledge form and contract. 
Group lending.  30 members in each group.  
Sub-groups of 5 members 
Minimum monthly payment $14 at 36 months 
fixed 

Habitat for 
Humanity (Pers. 
Comm. Molrooney, 
2009) 

Kenya $107 minimum 
- $933 
maximum 

$533 avg. 

Disbursed as 
materials. 

Term: 12 months average  

6 min – 36 max months 
Group lending  
Guarantee through solidarity, 4 co-signers.  
Pledge form and contract 

NACHU (Parekh et 
al 2008).  

Kenya  Ksh 20 000 – 
85 000 ($256 – 
$1090) 
 

$ 705 for the 
acquisition of a 
quarter acre plot in 
a project 

Resettlement loan for cooperative members 
only  
NACHU retains the land title until members 
have paid up  

K Rep through its 
subsidiary K Rep 

Kenya  $ 385 - $ 3300 
 

 Term: Up to 5 years  
Group mobilization training for two mos  



 

Demand for HMF in Africa: September 2009 89 

Development 
Agency (Parekh et 
al 2008) 

Group members guarantees 
Savings equal to 10 percent of the loan 
amount disbursed. (The savings is held in a 
bank account jointly managed by the group 
and KDA) 
Pledged personal assets of the borrower, 
and 
Land on which the house is being 
constructed. Loans < $1300 do not require 
title but alternatives such as a letter of 
allotment of sale agreement. 

Mchenga Housing 
Fund (Manda, 
2007).  

Malawi  US $ 500 - 715  Attend scheduled meetings of the savings 
scheme group; 
Contribute regularly to the fund 
The amount saved matters less than the 
number of days savings that have been 
contributed 
Some members are allocated plots merely on 
account of their faith in the organization, as 
shown through regular attendance of 
meetings 

AMSSF-MC (CHF 
International, 
2005b)  

Morocco  DH 3000 – 
30 000 ($345-
8100) 

DH 10 000 ($1150) Term: 6-24 mos 
Monthly repayments  
Gurantor required including spouse and 
family members  

Al Amana (CHF 
International, 
2005b)  

Morocco  DH 3000 – 
30 000 ($345-
8100) 

DH 10 500 ($1200) Term: 6-36 mos 
Repayment frequesncy: 28 and 14 days  
Gurantors, lien on business, promissory 
notes or mortgages required as security  

COOPEDU-KIGALI Rwanda  US$ 350 Term: 1 to 5 years 

Teba Bank (Teba 
Bank, 2009).  

South Africa 
 

R 10 000 - 
R350 000  
($34 990 - $ 
1000)  
 

 Max term 120 mos  

Kuyasa Fund 
(DAG, 2009).  

South Africa   R 3500 ($ 430) Term: 6-30 mos  
Administration fee of R35  
Credit life assurance R20 pr R1000 
borrowed; monthly repayments to Kuyasa 
account 

WAT-Human 
Settlement Trust 
(Wat Human 
Settlements Trust 
et al, undated).  

Tanzania  US $ 175 -$ 
350 

  

UGAFODE (Pers. 
Comm. Molrooney, 
2009) 

Uganda  $60 min - 

$1,765 max. 

Disbursed as 
cash, 1 
installment 

$942 average  

 

Term: 18 months. avg.  4 months. min – 24 
months. max  
Individual loan 
Minimum monthly payment  $78 
Guarantees: Min. 2 co-signers depending on 
capacity to pay and complexity. 

Centenery  Uganda  Max. Ugsh 
25 000 000 
($12 690) 
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Habitat for 
Humanity (Pers. 
Comm. Molrooney, 
2009) 

Uganda   $942 avg. 

$60 min - $1,765 

max. 

Disbursed as cash, 
1 instalment. 

Term: 18 mnths. Average 4 months. min – 24 
months. max 
Minimum 2 co-signers depending on capacity 
to pay and complexity 
Average monthly payment $67 

Others 

Hokans (2008)  $ 500 - $ 2000  Term: 12- 24 mos 

Mibanco (UN 
Habitat, 2005b) 

Peru $250-$4000 $916 Term: 1-8 years 

 (CHF, 2005a) Ecuador  $ 250 for minor 
home repairs 

Term: 24 mos  
Monthly income required $ 64 
Monthly repayment: $16.  

(CHF, 2005a) Honduras  $ 400 (minor 
repairs; repairing 
walls and adding 
concrete)  
 
$ 700 (Major 
repairs: sanitation 
and bathroom 
addition) 

Term: 24 mos  
Monthly income: $120-133 
Monthly repayment: $20 
 
 
Term: 36 mos  
Monthly income: $133 
Monthly repayment: $26 

(CHF, 2005a) Mexico   $ 1500 (Major: one 
room addition) 
 

Term: 18 mos  
Monthly income: $427 
Monthly repayment: $85 
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ANNEXURE B: The HMF Wholesale Finance Housing Supply Chain  

 

 

 

 



ANNEXURE C: Mortgage Finance in Africa  

Housing markets in Africa are charactrised by very low levels of penetration of 

mortgage finance. Poor penetration cuts across income bands, and includes lower-

middle and even middle income categories. In recent years, while many Africa 

countries have been experiencing greater mortgage lending, the numbers are still low, 

and will not affect the massive need for financing continentally.  

 

Table 18: Some examples showing the low level of penetration of mortgage 

finance in African countries  

 

 Indications on the level of mortgage lending 

Angola  The formal banking sector has been reluctant to enter the housing finance market. A 

national study published in 2005 by the Ministry of Urbanism and Environment showed 

that less than 2 per cent of households’ investment in housing comes from banks. 

Further the rejection rate for mortgage applications was 82%. (Cain, 2007).  

Botswana There has been considerable growth in lending for mortgages in Botswana. Year-on 

year, property loans from commercial banks to households rose by 22.5% in the year 

December 2006, and accounted for 23.6% of all lending to households. Nevertheless, 

mortgages still only reach a small minority of the population. According to the Bank of 

Botswana, the value of property loans as at 2006 was $288 million. Given a modest 3 

bedroom home typically sells for $ 48 780, the number of loans is approximately 5900 

(Rudloff, 2007a). With approximately 260 000 urban households in the country, this is a 

small number.   

Ethiopia  The Construction and Business Bank (CBB) a state owned entity is the only retail bank 

in Ethiopia specializing in the provision of finance for the real estate and housing 

sector. In the course of more than twenty three years from 1968 – 1992, the CBB 

managed to approve loans amounting to a very modest Birr 481.6 million 

(approximately $ 56 million) to housing cooperatives, individuals, and private business 

owners for different residential building developments. Housing finance lending was 

only a small proportion of lending. Currently only 4 % of the national loan portfolio is for 

this purpose (Ayenew, 2009; Assefa, 2004).  

Ghana Mortgage lending in Ghana is extremely limited. There is essentially only one major 

lender at present, - HFC bank – whose mortgage loan portfolio fell steadily between 

1998 and the end of 2004; only 85 new loans were made in 2004, and the total portfolio 

stood at only $ 21.9 million.(Merill et al, 2006b).  

Kenya  Williams (2005) provides that in Kenya, financial institutions have been risk averse to 

the building and construction industry in particular, and to lending in general, given non-

performing loans in the 1990s. He provides that the sector has consequently averaged 

only 6% of total loans to the private sector.  

Lesotho  Lesotho’s mortgage market is minute given that there are only 10 000 registered leases 

in the country which can be held as collateral. This, assuming the unlikely event they all 

are mortgaged, is a paltry 2.7% of the households. The inefficiencies of the land 

administration system have been central to this low figure of registered leases (UN 

Habitat, 2005a).  
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Morocco  While penetration of formal financing is relatively high in comparison to other parts of 

Africa, as many as 28% of the higher 3rd and 4th income quartiles utilise microfinance 

rather than formal mortgages to finance housing improvements (Mathema, 2008).  

Rwanda Mortgages are currently provided to an estimate 3,000-4,000 people, whereas 

estimates suggest that around 25,000 to 30,000 people can afford the mortgages on 

offer from the banks (Oyier et al, 2008).  

South Africa  South Africa has a relatively large mortgage market. In 2002, there was $55.8 billion 

outstanding credit of private households, of which 53% or $29.6 billion was for private 

mortgages. A further $ 1 billion was for mortgages extended by parastatals and non 

bank institutions. Despite this figure, one of the highest in Africa, the majority of 

households are still left out of the mortgage lending market. According to Melzer (2006) 

only 7% of the target market of the Financial Sector Charter (households earning about 

US$180 - $960 in 2008) will be able to access a mortgage.    

Tanzania  Mortgage financing is extremely limited following the collapse of the Tanzania Housing 

Bank. Currently there are few banks with such small mortgage portfolio’s that it is 

difficult to say that Tanzania has any formal housing lending at all (Merill et al 2006a).  

Uganda  In Uganda, less than 1% of the population has access to mortgage loans from 

commercial banks (Kalema et al, 2008).  

Zambia In Zambia, only 0.4% of the population currently have a loan from a bank, government 

scheme or employer to buy a house and this includes all loans for housing, not just 

mortgages. Only 0.1% of have a housing loan from a bank, Only 2.4% have at one time 

loaned to buy a house (Gardner, 2007b).  

 

Causes of low penetration of mortgage lending   

Conservative lending policies of banks are the primary reasons behind the low 

mortgage penetration. This conservative approach is driven by a number of factors:  

 

a. The need for registered title as collateral 

The lack of accuracy and certainty in land administration systems, the mixture of 

traditional and modern tenure systems as well as political instability contributes 

towards land title being of limited or no use as collateral. Further, this problem affects 

not only the urban poor, but also other income categories. Notes UN Habitat:    

 

The market may also be significant in Africa; but it is likely that the income group will 

be different. In Africa, where many of the middle class may not be able to access 

formal loans due to land title problems… (UN Habitat 2005b:106). 

 

Thus for instance as many as 70-90 percent of households in Maseru have obtained 

land by bypassing formal land acquisition procedures (Steyn and Aliber 2003).  In 

Rwanda, Oyier et al (2008) found that out of 7.7 million plots, only around 80,000 

have formal title. The net effect of this is that mortgage financing is not an option for 

the majority.  

 

b. Mistrust of the land administration systems  
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Banks are sometimes wary of the land administration systems in many African 

countries, considering them inefficient and corrupt. This causes them to avoid 

mortagage related business which requires interaction with land registration systems. 

This can contribute to greater HMF demand which does not insist on land collateral.   

 

Over 50% of companies in Angola, Democratic Republic of Congo, Guinea and 

Swaziland expressed a lack of confidence in the courts to uphold property rights, with 

Guinea Bissau registering a high of 70%. More that 30% expressed this opinion in 

Botswana, Burundi, Cameroon, Mauritania, Rwanda, Tanzania and Uganda (World 

Bank, 2007). In the light of this, mortgage lending may be shunned for other less 

risky ways of earning on capital.  

 

c. Attractiveness of lending to the government  

Historically, the unstable economies in many African countries have caused high and 

volatile real interest rates and short terms of liabilities available to financial 

institutions. Lenders are then faced with a term of liability mismatch; while their 

funding is short term, typically one to three years, traditional mortgages require them 

to lend fifteen to thirty years. To deal with this mismatch, lenders would rather place 

their assets in government bonds than provide money for mortgages (Ferguson, 

2004; AMAF, 2008; Christensen et al, 2006). This is further incentivised by high 

demand for cash from states to plug their budget deficits. For commercial banks, this 

is an easy, low risk way of earning from capital, even if it offers lower interest rates, 

as opposed to lending to the private sector. 

 

In Ghana, “crowding out” by the high rates and low risk associated with government 

bonds has limited the desire of banks to provide capital for, among others high risk 

mortgage lending (Merill et al, 2006b). Historical preference of lenders to invest in 

high yielding, relatively secure government bonds rather than lend for housing has 

also contributed to the low rates of lending to the private sector in Kenya (Mutero, 

2007). In Zambia for decades, T-bills offered financial institutions a low-risk, high-

yield financial instrument that “negated their need to do real banking” in order to 

ensure reasonable returns (Gardner, 2007:12). All these actions create a potentially 

rich market for HMF lenders as banks show disinterest in the mortgage market, 

creating an unmet demand for housing finance.   

 

There have been actions taken by many governments to implement measures aimed 

at reducing borrowing through these instruments. Measures aimed at macro 

economic stability and caps on the issue of bonds and T-Bills have been 

implemented in many countries and with time, this should result in greater mortgage 

lending.  

 



ANNEXURE D: The Potential Effects of the Global Credit Turmoil on 

Demand For HMF   

 

Opinion is varied on how the global credit crunch, precipitated by the US housing 

market troubles will affect microfinance and particularly HMF. In surveying opinions 

of selected authoritative commentators on HMF, CGAP (2008b) notes the following 

for the argument that the supply side of the HMF sector will be affected:  

• Liquidity has tightened globally and all types of debt have been impacted. The 

appetite for lending has decreased, and funding has become scarce as well as 

more expensive. This means that MFIs, including those lending for HMF will find 

it much more difficult to access funds.    

• The cost of debt available to MFIs will rise due to less supply, brought about by 

the risk averse nature of investors as well as more selective investment due to 

past losses.   

• As an integral part of the global securitisation network, HMF is liable to be 

affected by greater difficulty in refinancing. The globalisation of the securitisation 

of marketable instruments has meant that all round, international investor 

confidence in capital markets has been negatively affected.   

 

Despite these, it is also argued that the effects on HMF suppliers may not be that 

adverse. The HMF lending sector, being in its relative infancy across the world has a 

growing pool of capital looking to invest in it. Private equity funds are actively 

searching for targets for their investments and are looking to HMF as one option.  

HMF suppliers are also more shielded from the current risks of widespread default 

that have precipitated the crisis.  This is because HMF carries a very different risk to 

traditional and sub-prime mortgages, and there is greater emphasis on affordability in 

loan assessments (CGAP, 2008b). It has also been noted that the credit crunch is 

not universally experienced: financial sector growth has been seen to be taking place 

in markets where access to credit has been previously constrained.  Further, as the 

global economy starts to turn around, some believe that the developing world will be 

better placed for growth.  Some believe that the African economies are a “safe bet” 

because they are not seen as having been tainted by derivative markets (Rust, 2009). 

 

Certainly, on the demand side, greater need for HMF should persist. The risk averse 

approach creeping into mainstream lenders could even see it rise, especially driven 

by demand from middle to higher income earners (CGAP 2008b).   
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ANNEXURE E: Housing Delivery by the State in Different African 

Countries  

 

Ethiopia  There has been only one government-owned bank, the Construction and Business Bank (CBB) 

that has historically operated in residential housing development. Private banks have not been 

lured into the market due to risk factors in short-term financing, less profitability and lack of 

experience. Since its establishment in the early 70’s, the CBB has extended mortgage loans for 

the construction of just more than 30,000 residential units. In contrast, a study determined that 

in Addis Ababa alone, the current demand is for between 35,000- 45,000 housing units to be 

supplied annually for the next 10 years. As a result, housing has primarily being supplied 

through cooperatives and self build through personal savings. (Ayenew, 2009).  

Ghana In Ghana, state housing institutions produced less that 40 000 “mortgageable units” of 

developer driven, often heavily subsidised housing over a ten year period (1991-2000). Further, 

this was primarily for civil servants and formal sector employees. Meanwhile, self help efforts of 

the informal sector and the private sector produced about 900 000 units within the same period. 

Currently, the Ministry of Works and Housing has estimated a backlog of 500,000 units in 

Ghana (Hokans, 2008; Merill et al, 2006). 

Kenya  A historical sharp drop in public housing delivery by parastatals such as the National Housing 

Corporation (NHC) and the total halting of local council delivered housing occurred, creating 

housing backlogs. Expansion of government housing expenditure has only happened in very 

recent times through funding of the NHC and providing housing for civil servants. Consequently 

currently, from a housing need of 150 000 dwellings per year, 120 000 are met by slum housing 

with the majority of the rest met through private initiative (Mutero, 2007). 

Lesotho  The Lesotho Housing and Land Development Corporation (LHLDC) delivers 300 to 600 

serviced sites per year, less than 10 percent of the demand. Consequently, informal delivery of 

land and housing meets the rest of the demand (UN Habitat, 2005a).  

Morocco  Despite the determination of the government to achieve “cities without slums” and relative 

progress, housing production rates are inadequate and new informal settlements continue to 

develop.(Mathema, 2008) 

Nigeria  Between 1971 and 1995, the government actually built 76 370 dwellings, only 13% of the units 

they intended to construct (UN Habitat 2005b).  

South Africa Government introduced a subsidised housing delivery programme in 1994 targeting about 86% 

of the population (households earning less than R3500 per month or $380) (Department of 

Housing, 1994). Despite delivery of an estimated 2.7million subsidised by January 2009, there 

is still an estimated backlog of about 2 million as a result of population growth and new family 

formation.  

Tanzania  Government sponsored banks that undertook housing construction such as the National 

Housing Corporation (NHC) and Tanzania Housing Bank ceased operations in the 1980s and 

1990’s. Currently, 75-80% of Dar es Salaam is considered a slum (Merill et al, 2006a).  

Uganda  The operations of the National Housing and Construction Company (NHCC), the Housing 

Finance Company of Uganda (HFCU) and the National Insurance Corporation (NIC) were 

severely hampered by the political turmoil in Uganda from the early seventies. Consequently 

their delivery was very limited. By 2005/6, the national housing requirements were estimated at 



 

Demand for HMF in Africa: September 2009 97 

426,000 units annually, with a housing deficit of about 560,000 units. (Kalema et al, 2008).  

Zambia  A series of parastatals were created to deal with the housing questions including the National 

Housing Authority, the Zambia State Insurance Corporation (ZSIC), Zambia National Provident 

Fund (ZNPF) and Zambia National Building Society (ZNBS). These have had limited success 

however, and housing backlogs stood at 846 000 units in 1996 (UN Habitat 2005b).  

 

 



ANNEXURE F: Effects of Interest Rate Ceilings and Regulations on 

Consumer Education on HMF   

Interest rate ceilings  

Ceilings on interest rates have been cited as a hindrance to microfinance lending. 

Interest rate ceilings cause MFIs to retreat from the market, grow more slowly, and 

reduce their work in rural areas or other more costly market segments. This is 

because they may not be able to cover their operating costs. Likewise, ceilings 

discourage commercial banks from expanding into higher-cost rural or microcredit 

markets. Further, in environments with interest ceilings, MFIs have tried to recover 

costs by imposing charges, which has undermined their credibility by reducing 

transparency (CGAP, 2004).  

 

In Kenya for instance, the Central Bank Amendment Act (Donde Act) sought to 

introduce ceilings on high interest rates charged by commercial banks, mortgage 

companies and building societies. While it was never implemented, it immediately 

caused banks to reduce housing lending (Brown et al, 2007). In Ethiopia, the removal 

of the ceiling on interest rates in 1998 helped many MFIs to set lending rates high 

enough to cover their operational costs (Gobezie, 2005).   

 

According to CGAP (2008a), 10 countries have interest rate ceilings. These include: 

• WAEMU (8 countries);  

• Namibia;  

• South Africa; and 

• Guinea’s legislation specifies that the interest rate cannot increase by more 

than 33 percent over the previous year’s rate.  

 

Consumer protection  

Consumer protection and education is identified as important in the overall package 

of a supportive legislative framework for HMF (Hokans, 2008; Martin et al, 2008; 

Merill et al, 2006a). According to CGAP (2008a) only Kenya, Malawi, Mauritius, 

South Africa and Uganda have consumer protection regulations for clients of financial 

services. In South Africa, the enactment of the National Credit Act was geared partly 

at protecting low income and other borrowers from exploitative practices, as well as 

to shield them from reckless lending.    

 

Table 20: Types of regulatory measures dealing with microfinance institutions   

(Source, CGAP, 2008a).  

 

Type of 
legislation 

What is does  Countries with the legislation 



 

Demand for HMF in Africa: September 2009 99 

Microfinance laws 
and regulations  

Specialised microfinance laws 
and regulations specifically 
framing the regulatory 
environment in which MFIs 
should operate.  

Burundi  
CEMAC Countries (6)  
Comoros  
Democratic Republic of Congo  
Ethiopia  
Gambia  
Guinea  
Kenya  
Mozambique  
Rwanda  
Uganda  

WAEMU Countries (8)  
Zambia  
Madagascar  
Mauritania  
 
Drafting Microfinance 
Laws  
Cape Verde  
Guinea Bissau  
Sudan  
Zimbabwe 

Proportionate 
regulation  

Provide for the categorisation 
of MFIs by scope of activities 
or by size and regualate them 
accordingly. This 
categorisation may vary 
depending on the jurisdiction. 
For instance, one 
categorisation specifies those 
for credit-only institutions, 
institutions that take savings 
from members only, and 
institutions that take deposits 
from the general public. 

Burundi  
CEMAC Countries (6)  
Democratic Republic of Congo  
Gambia  
Guinea  
Kenya  
Madagascar  
Mauritania  
Mozambique  
Rwanda  
Uganda 

Partially differentiated 
approach  
Ethiopia  
WAEMU Countries (8)  
Zambia 

Oversight of MFIs 
through a 
supervisory 
authority  

Dedicated attention placed on 
MFIs by a supervisory 
authority  

The overall trend in SSA is to place the supervision of the 
microfinance sector under the banking supervisory authority, 
which indicates that microfinance is becoming more integrated 
into the formal financial system. The Central Bank is the 
regulator and supervisor in 31 countries. Kenya, Mauritius, 
Namibia and Uganda placed only deposit-taking MFIs under the 
supervision of the Central Bank, while other MFIs are supervised 

by the Ministry of Finance or another government authority.  
Anti money 
laundering/ 
combating the 
financing of 
terrorism laws  

Regulatory provisions to 
prevent money laundering 
and the financing of terrorism  

With the exception of Mozambique and Mauritius, all SSA 
countries have passed laws or regulations addressing AML/CFT. 
The key challenge, however, is implementation of such laws and 
regulations. Only seven countries seem to have a Financial 
Intelligence Unit (FIU) in place (South Africa, Mauritius, Gabon, 
Cameroon, Niger, Nigeria, and Senegal), although at least four 
others have issued regulations to set up an FIU. South Africa is 
the only country that seems to have adapted “know your 
customer” (KYC) requirements and provided appropriate 
exemptions on low-value transactions in recognition of the 
difficulties low-income people face in providing proof of 
residence. This is in acknowledgement of the fact that tightened 
regulations may have the unintended and undesirable 
consequence of reducing the access of low-income population 
segments to financial services. 

Consumer 
protection  

Consumer protection includes 
truth in lending, lender 
practice requirements, 
mechanisms for handling 
complaints, and consumer 
awareness-raising 
 

Very little information is available about general consumer 
protection measures in Sub-Saharan Africa and even less on 
consumer protection measures for financial services. Only two 
countries (South Africa and Mauritius) seem to have consumer 
protection measures for clients of financial institutions and three 
others have a consumer protection law or are considering such a 
law 8 (Malawi and Kenya (published in 2007 but not yet passed) 
and Uganda (draft law)). 
 

Interest rate 
ceilings  

Sets limits on the interest 
charged on loans   

WAEMU, Namibia and Guinea  

 



ANNEXURE G: Some Agencies Involved in HMF in Africa  

(Not A Comprehensive List) 

 

 

Website: www.rooftops.ca 

Rooftops Canada is the international development program of co-operative and 

social housing organizations in Canada. Rooftops Canada works with partner 

organizations to improve housing conditions, build sustainable communities and 

develop a shared vision of equitable global development. Rooftops Canada's focus 

is on disadvantaged communities in Africa, Asia, Latin America, the Caribbean and 

Eastern Europe. Funding for the workshop has in part been provided by the 

Canadian International Development Agency through Rooftops Canada. 

 

 

Website: www.habitat.org  

Habitat for Humanity International is an international shelter nonprofit, ecumenical 

Christian housing ministry. HFHI seeks to eliminate poverty housing and 

homelessness from the world, and to make decent shelter a matter of conscience 

and action. Habitat partners with people of all backgrounds, races and religions 

throughout Africa to find innovative ways to address shelter needs for poor and 

marginalized people.  

 

 

Website: www.finmark.org.za 

FinMark Trust was established in March 2002 with funding from the UK’s 

Department for International Development (DFID). Our mission is summarised in our 

slogan: “Making Financial Markets Work for the Poor”. FinMark Trust aims to 

promote and support policy and institutional development towards the objective of 

increasing access to financial services by the un- and under-banked in Africa. 

FinMark Trust’s housing finance theme area focuses on three areas of activity: 

understanding the housing asset, innovation in housing finance, and understanding 

housing finance in Africa. 

 

  

Website: www.sida.se  

Sida is an international development agency which aims to support poverty reduction 

and development. Among its numerous programs of bilateral coo-operation it has 

supported the introduction of housing microfinance, micro lending for SME and 

urban development in Central America for several decades, as well as in South 

Africa and other country contexts. In 2005, Sida’s total contribution towards urban 

development was around US$160 million. The overriding objective for Swedish 

development co-operation is “to contribute to create opportunities for poor people to 

improve their living conditions.”   

  

The World Bank 

Website: www.worldbank.org  

The World Bank is a vital source of financial and technical assistance to developing 

countries around the world. We are not a bank in the common sense. They are 

made up of two unique development institutions owned by 185 member countries—

the International Bank for Reconstruction and Development (IBRD) and the 

International Development Association (IDA).  Each institution plays a different but 

supportive role in the Bank’s mission of global poverty reduction and the 

improvement of living standards. Together they provide low-interest loans, interest-

free credit and grants to developing countries for education, health, infrastructure, 

communications and many other purposes. 

 

SWEDISH COOPERATIVE 

CENTRE 

 

Website: www.sccportal.org  

The Swedish Cooperative Centre (SCC) was created by the Swedish Cooperative 

Movement in 1958. Through long-term development work and “help to self-help” we 

equip poor people with the tools needed to fight poverty themselves. Through 

advocacy work we strive to convince more people to take stand for a world free from 

poverty and injustice. Our projects are financed through fundraising and by Sida, the 

Swedish International Development Cooperation Agency. The SCC Regional Office 

for Eastern Africa operates in Kenya and has a sub office in Uganda. The Regional 

Office for Southern Africa, SCC-ROSA works with partner organisations in six 

countries- Madagascar, Malawi, Mozambique, South Africa, Zambia and Zimbabwe. 
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W

ebsite: www.did.qc.ca  

Développement international Desjardins (DID) is a Canadian corporation that 

specializes in providing technical support and investment for the community finance 

sector in countries in development or in emergence. DID is currently assisting 

organizations in over twenty nations in Africa, Latin America, the Caribbean, Asia 

and Central and Eastern Europe.  In Africa, DID works mainly in West and Central 

Africa, but also has projects in Ethiopia, Algeria, Tanzania, Madagascar and 

Rwanda. 

W

ebsite: www.sasbk.com  

ShoreBank International Ltd. (SBI) delivers a broad range of financial services to 

financial institutions and their funders globally, dedicated to expanding access to 

capital for small businesses, entrepreneurs and households. Within our core sectors 

of small business finance, microfinance and housing finance, SBI develops 

innovative solutions to catalyze the financing of entrepreneurial and housing 

investments around the world by working with interested financial institutions and by 

introducing independent platforms. 

W

ebsite: www.fmo.nl 

FMO is the entrepreneurial development bank of the Netherlands.  With an 

investment portfolio of EUR 3,4 billion, it is one of the largest bilateral development 

banks worldwide. Financing activities of FMO in the housing sector have grown 

rapidly over the past five years. FMO has built up a lot of expertise in this area that 

they share with their clients and partners. 

 

 

 

 

 

Website: www.hivos.nl  

Hivos is a Dutch non-government organisation working to address multiple 

dimensions of development - social, political, economic, ecological and cultural. The 

Hivos Regional Office in Southern Africa is especially interested in the housing 

microfinance sector and practitioners. 

USAID  

 

 

Website: http://www.usaid.gov/ 

The U.S. Agency for International Development (USAID) is an independent agency 

that provides economic, development and humanitarian assistance around the world 

in support of the foreign policy goals of the United States. It is actively involved in the 

microfinance sector where it provides funding for the provision of training, technical 

assistance, and information technology to implement microfinance including 

microfinance for housing and SME initiatives. 

Homeless International 

 

Website: http://www.homeless-

international.org/ 

Homeless International is a UK charity that supports community-led housing and 

infrastructure related development in partnership with local partner organisations in 

Africa and Asia. It sometimes together with other donor organisations provides 

small-medium scale capital grants to help its local partners develop revolving loan 

funds to finance slum redevelopment demonstration projects. It has also developed 

three financial products to support partners through the different stages of their 

development, to the point where they are able to access affordable finance from 

financial institutions on a sustainable basis.  These are CLIFF, Homeless 

International’s Bond and Homeless International’s Guarantee Fund.  T 

CHF 

 

http://www.chfinternational.org/ 

The Cooperative Housing Foundation (CHF International) has as its mission is to be 

a catalyst for long-lasting positive change in low- and moderate-income communities 

around the world, helping them improve their social, economic and environmental 

conditions. As a pioneer in housing microfinance, CHF works to promote access to 

the credit and financial services people need to improve their living conditions and 

realize their dreams. 
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DIG 

 
website: 

http://www.developinnovations.c

om/ 

The Development Innovations Group (DIG) is is a private, international firm 

committed  

to fostering innovative solutions in the fields of financial services for the poor,  

urban and community services, and fund management. DIG works in developing and 

transition economies, as well as in post-emergency environments. It provides 

services in among others housing microfinance and mortgage finance systems. 

 

UN HABITAT 

 

 
http://www.unhabitat.org/ 

The United Nations Human Settlements Programme, UN-HABITAT, is the United 

Nations agency for human settlements. It operates the Slum Upgrading Facility 

established in 2004 as part of the Human Settlements Financing Division. It offers 

technical advisory services, referral services, financial packaging, and development 

of financial products for upgrading slums. The facility is seeking ways to help 

housing microfinance to be provided for by a whole new set of players including 

commercial banks, mortgage finance companies, private builders and others. 

 


