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Executive summary
This report analyses Ghana’s housing sector from the perspective of its impact on, and potential for, economic
growth, as well as its current competitiveness in relation to the cost of affordable housing in comparison to
other African countries. The report uses CAHF’s Housing Cost Benchmarking and Housing Economic Value
Chain analysis to provide insights into how the housing construction and rental sector can be better used as a
catalyst for economic as well as social development.
Ghana’s National Development Plan (2018-2057) and National Housing Policy (2015) advocate for housing to
play an important role in the economic and social development of the nation. The National Development Plan
(2018-2057) envisages an industrialised, inclusive and resilient economy as the base for an equitable, healthy
and disciplined society. Central to this will be safe, well-planned and sustainable communities that provide
social services and housing within well-managed communities. This will be achieved through a renewed focus
on laws, policies and organisations that ensure law, order and an equitable framework for development. The
Housing Policy sets out eight objectives through which an enabling environment for housing delivery will assist
in meeting the vision of a country in which everyone has access to safe, secure, decent and affordable housing.
According to the housing policy, the housing sector must facilitate industrialisation, local economic
development, job creation, environmental sustainability and social development. This report assists to identify
the extent to which housing does and can play its role in social and economic development in Ghana.
Housing demand and supply
Ghana’s 31 million people are now majority urbanised (57 percent). The estimated growth in the total number
of households in Ghana in coming years will require the delivery of approximately 200 000 units of additional
accommodation per year, of which more than 80 percent will be required in urban areas. This housing need is
in addition to the needs of existing households. Effective demand for housing in Ghana’s urban areas is
constrained by low household incomes, an inefficient housing finance system that forces most households to
access housing incrementally, and a weak housing construction sector that delivers only around 4 600 units per
annum.
The majority of Ghana’s urban households can only afford a house costing between US$10 000 and US$30 000
if they could access mortgage finance, however the formal housing sector primarily delivers more expensive
housing. This means that well over 90 percent of Ghana’s households must rely on informal housing and finance
arrangements to find and build their housing. Currently, most urban households continue to rely on rental
of compound rooms from private landlords, or sharing accommodation with relatives. This worsens Ghana’s
urban problems of overcrowding and very small and mostly un-regulated accommodation.
Macroeconomic trends
Of the countries that we have studied in relation to housing, Ghana's GDP per capita is second only to South
Africa’s in sub-Saharan Africa, yet still comprises only half of South Africa’s per capita GDP. Further, Ghana’s
economy has seen a growth of, on average, 2 percent per annum over the last five years. This implies that
Ghanaian households should be earning stable and increasing salaries that could be applied to housing
purchase or rental. However, Ghana’s high levels of informal activity and volatile financial sector limit the
overall growth of the housing sector. Continued exchange rate fluctuations and a lack of longer-term finance
at reasonable rates hamper the growth and development of a stable financial sector, which in turn impacts on
the housing finance sector.
Housing cost benchmarking
CAHF’s housing cost benchmarking methodology enables a comparison between housing costs in different
cities and countries across Africa. In Ghana, six housing products have been costed in both Accra and Kumasi,
including three sizes of detached ‘bungalow’ houses on their own serviced stands, as well as an apartments in
five story and eight story apartment blocks. The cost of developing a standard 55m 2 house in Accra is the third
most expensive out of six countries surveyed, costing 48 percent more than the same product in Pretoria, South
Africa and 10 percent cheaper than in Nairobi, Kenya which is the most expensive city of those surveyed.
Development costs are very similar in Kumasi and Accra, falling within 3 percent of each other.
Construction costs comprise 48 percent of the total costs, which indicates that all other development costs
make up over half (52 percent) of the total cost. Construction costs in Accra, Ghana are the most expensive of
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all countries at US$28 459, even though Accra’s total housing development cost is the fourth lowest overall.
Relative to the other benchmarked cities, Accra’s land cost is calculated to be the least expensive, and
infrastructure is the second lowest. Compliance costs are also calculated to be the most expensive of all six
cities included in the multi-country analysis.
The main reason for the very high construction costs in Ghana is the cost of labour, which comprises 34 percent
of the construction component of the total housing cost, the highest labour cost of all cities benchmarked.
While materials costs are not the highest, they are 41 percent higher than in South Africa and 27 percent higher
than in Lagos, Nigeria.
The cost benchmarking analysis indicates that there is significant scope for reducing the cost of formally
constructed housing in Ghana. Ghana’s very high cost of construction also impacts on the country’s ability to
encourage higher density (multi-story) construction. The benchmarking shows that in comparison to countries
with lower construction costs, the construction costs outweigh the benefits of vertical construction, which
mainly relate to lower average land and infrastructure costs.
Macroeconomic impacts of housing
CAHF’s housing economic value chain methodology has been used to estimate the direct and indirect impact
of housing construction and housing rental on Ghana’s economy in 2018, the most recent year for which data
is available. The combined value chain for residential construction and rental shows a gross value added (GVA)
of GH¢10 020 million (US$2 185 million) and intermediate inputs of GH¢12 027 million (US$2 623 million) giving
rise to combined output of GH¢ 22 047 million (US$4 808 million). Sixty-nine percent of the intermediate inputs
were sourced from secondary (manufacturing, utilities and construction) sectors, 30 percent from tertiary
(services) sectors, and only 1 percent from primary (agriculture, mining, forestry and fishing) sectors.
Total intermediate inputs were equivalent in value to 4 percent of Ghana’s GDP in 2018, while the direct GVA
contribution was 3.3 percent, giving rise to combined output equivalent to 7.3 percent of GDP. This is lower than
countries such as Tanzania (13.8 percent) and Uganda (10.4 percent) but higher than South Africa’s 3.7 percent.
The housing construction component of Ghana’s total housing economic value chain indicates an output of
around GH¢10.7 billion (US$2 323 million) in 2018, of which 46 percent (GH¢4.9 billion/ US$1 070 million) was
value added during the house construction process, and 54 percent (GH¢5.7 billion/US$1 254 million) was
intermediate inputs purchased from other sectors of the economy. The intermediate inputs were sourced from
primary sectors (2 percent), secondary sectors (79 percent) and tertiary sectors (19 percent). It is estimated that
27.8 percent of the value of intermediate inputs were imported, which is lower than the national average for
imports, but higher than most of the other countries we have studied in sub-Saharan Africa. The value added
during construction was estimated to comprise labour remuneration (12 percent), gross operating surplus (83
percent) and net indirect taxes less subsidies (5 percent).
The estimated value of intermediate inputs into housing construction was equivalent to 1.9 percent of Ghana’s
GDP in 2018, while the direct contribution to GDP arising from construction related activities was 1.6 percent.
This means that the value of housing construction output was equivalent to 3.5 percent of GDP in 2018, which
is higher than South Africa and Nigeria, but lower than Kenya, Rwanda, Uganda and Tanzania.
The real estate (rental) component of Ghana’s housing economic value chain for housing rental activities in
2018 reflects output of residential rental services of GH¢11 394 million (US$2 485 million), comprising
intermediate inputs of GH¢6 278 million (US$1 369 million) and gross value added of GH¢5 116 million (US$1
116 million). Intermediate inputs accounted for 55 percent of the value of domestic production and GVA the
remaining 45 percent. The composition of real estate output in Ghana is quite different from that of most other
African countries we have studied, possibly due the informal nature of, and very low average rentals levied in,
Ghana’s rental sector.
A revealed competitiveness analysis of Ghana’s building materials sector was also undertaken to analyse the
impact of international trade on housing construction materials. Import and export data from 2013 to 2018 of
44 building material product categories were analysed, from which the following is concluded:
•

Ghana had a trade deficit in all of the categories in 2018, even those in which its exports had been gaining
global market share. It is encouraging that the country’s gains in global market share were skewed towards
GHANA: ECONOMIC IMPACT OF HOUSING CONSTRUCTION AND RENTAL ACTIVITIES | AUGUST 2020

iii

product categories whose global markets are expanding. The exports derived from these product
categories in 2018 amounted to US$79 million, compared with only US$6 million in product categories
where global markets are shrinking.
•

Overall, Ghana lost global market share in more building material product categories (20) than those in
which it gained market share (15). In 2018, the value of exports in categories in which Ghana lost global
market share in growing global markets amounted to US$140 million.

•

Ghana’s international trade in building materials is highly skewed towards imports, and in 2018 it had a
trade deficit of US$471 million in these materials. Exports of building materials accounted for only 1.32
percent of the country’s total merchandise exports while imports accounted for 5.86 percent of its
merchandise imports.

Conclusions and recommendations
Two general considerations substantially impact on Ghana’s housing system. Firstly, many issues that are
identified in Ghana’s 2015 Housing Policy still prevail as key constraints blocking the development and growth
of Ghana’s housing sector. While key initiatives are being implemented at present, systemic change is required
in Ghana’s housing sector if it is to deliver the number and types of accommodation required by Ghana’s
households. Secondly, the lack of readily available, accurate data is a significant limitation to understanding,
analysing and improving Ghana’s housing sector performance, and this elevates the importance of CAHF’s Data
Agenda Programme for Ghana that is currently in progress.
Ghana must implement changes that improve effective demand for housing. Ghana has a unique urbanisation
and housing trajectory that poses specific challenges that must be overcome to build a robust and growing
housing sector. Its historical roots in traditional tenure systems, compound housing, and rental and sharing of
accommodation in urban areas have assisted many Ghanaian households to access basic accommodation, but
also restrict the development of a more innovative and dynamic housing sector.
Ghana’s large and growing housing deficit is exacerbated by low affordability, limited formal housing
development, and constrained access to housing finance. Firstly, low household incomes and constraints on
housing affordability are key constraints. Secondly, Ghana’s under-developed and unstable housing finance
ecosystem requires significant strengthening, broadening and deepening. Limited housing finance is available
and constrained by short terms and high interest rates that further undermine affordability. Third, few
conventionally constructed accommodation units are available for households to purchase or rent. The most
under-served housing affordability sub-markets are those for products costing from US$10 000 to US$30 000.
Government’s engagement in housing in Ghana must be clearly defined and transparent in order that it opens
up the housing sector to multiple local and international developers.
In relation to the impact of housing on Ghana’s economy, Ghana continues to face significant macroeconomic
uncertainty which in turn inhibits the development and growth of the housing sector. This uncertainty has
consequences both directly for the amount of capital invested in the housing sector, as well as indirectly
through the constraints it places on the housing finance sector (notably the risk of needing to hedge exchange
rate volatility). The lack of liquidity in housing finance institutions, and limited innovation in housing finance
products contributes to short terms and high and variable interest rates on all housing finance products,
including mortgage and small loans finance and construction finance.
While secondary sectors are growing, a stronger housing economy will significantly boost manufacturing and
construction activity and employment creation. Strengthening Ghana’s housing sector, and specifically its real
estate sector, will assist building stronger upstream linkages with the tertiary sector, specifically finance,
insurance, real estate and other property service sectors.
Ghana also has the opportunity to capitalise on its existing competitive advantages and grow local
manufacturing and export of intermediate inputs into construction. Total housing development costs in Ghana
are the third-highest out of six countries recently benchmarked by CAHF and have significant opportunity to
be reduced. The most important areas for cost reduction are in relation to construction materials (which have
a high import content) and labour, which is the most expensive of all countries surveyed.
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The provision of municipal services is also a constraint on sustainable development in Ghana, although the costs
of bulk infrastructure provision are not estimated to be more expensive than other countries surveyed. From
an economic perspective, housing and real estate development must be managed as a specific economic
contributor that gains traction and builds increasing numbers of dwellings over time. Ghana’s housing economy
must shift from high levels of informality by developing greater levels of formal economic activity.
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Glossary
Formal/planned areas: planned and surveyed lands by municipality or privately– with title deeds/certificate of
right of occupancy. This can be for low, middle- and higher-income houses and earners.
Informal/unplanned areas: un-surveyed and unplanned land without residential license or with residential
licenses. A residential license is encouraged in unplanned areas for purposes of tenure security and proof of
ownership. A residential license (which is regularly renewable) is issued by the local municipality and entails
information on property details, owner, term/duration of license, map of property and neighbourhood. These
areas are characterised by units made up of brick, block and cement structures and vary in terms of low, middleand higher-income housing.
Formal real estate agents/property managers: generally referred to as land or housing agents that operate in
the formal (registered business and properties) sector.
Informal real estate agents are mostly unregistered agents that assist landlords with finding tenants outside
of the formal housing market.
Domestic production: The local (in this case, Ghanaian) production of goods and services within a particular
geographic area – whether for consumption in that area, or for export.
Domestic supply: The supply of goods and services for consumption within a country’s (in this case, Ghana’s)
borders - regardless of whether those products were produced locally or imported.
Economic value chain: An interlinked set of value-adding activities that convert inputs (for example, raw
materials, or labour) into outputs (for example, window frames, or geysers) in the process of producing both
intermediate inputs for use within other economic value chains, and final products.
Factor income: Income received from the different factors of production, including land (rent), labour (wages)
and capital (profit).
Final demand: The total value of goods and services that are purchased in their final form in an economy in a
given period. In national accounts terms, this includes products that are consumed by households and by
government, capital goods that form part of gross capital formation, and products that are exported.
Full-time equivalent employment: The hours worked by a “typical” full-time employee in a particular sector
or industry in a given period (day/week/month/year). The concept is used to convert the hours worked by parttime employees into the hours worked by full-time employees. For example, if a particular industry sector
currently operates on a basis where full-time employees work 40 hours per week, and three people are
employed on a part-time or casual basis to work 20 hours per week, their labour collectively represents 1.5 fulltime equivalent employment opportunities.
Government consumption: Government expenditure used for the purchase of final goods and services. This
excludes government expenditure on capital assets, which are accounted for under gross fixed capital
formation.
Gross domestic product (GDP): The value of all goods and services produced within a particular geographic
area (usually a country, in this case Ghana) within a particular period. It can be measured in three ways: i) as the
sum of all factor incomes (labour remuneration, interest, rent and profits) earned within the defined geographic
area (the income method); ii) as the value added in each sector of the economy (the production method); and
iii) as expenditure on goods and services in their final form (the expenditure method). The first two methods
measure the value of aggregate supply in the economy, while the third measures aggregate demand.
Differences in the valuation of each method arise because of the levying of indirect taxes and subsidies at
different stages of the production process, and at the final point of sale. The expenditure method is usually
valued at market prices and takes account of all indirect taxes and subsidies. The production method is usually
valued at basic prices and includes only indirect taxes and subsidies on production processes.
Gross fixed capital formation (GFCF): The expenditure on capital assets (buildings, civil works, machinery and
equipment, transport equipment, computer and telecommunications equipment, research and development,
computer software, mineral exploration, cultivated biological resources that yield repeat products - such as
vineyards and orchards) - and transfer costs. It does not account for the consumption (depreciation) of fixed
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capital, and also does not include land purchases. The value of housing construction in a particular period
(adjusted for work on hand at the start of the period) is included in GFCF.
Gross operating surplus (GOS): Represents the aggregate of returns to land (rent), capital (interest) and
entrepreneurial endeavours (profits). This is often referred to generically as ‘returns to capital’. It reflects that
part of the value added by a company that is not attributable to labour.
Gross value added (GVA): Represents the payments (returns) made to the owners of the different factors of
production (labour, land, capital and entrepreneurship) by a producer of goods and services in a particular
period. It reflects the difference between the sales/income of the producer and the payments made to thirdparty suppliers of intermediate goods and services. The sum of the value added by each sector or industry in an
economy is equivalent to the GDP of that economy, but differences in valuation can arise due to the inclusion
or exclusion of indirect taxes and subsidies on production processes and products. GVA is typically valued at
basic prices or factor cost, while GDP is usually valued at market prices (inclusive of all indirect taxes and
subsidies).
Highly skilled employment: Employment requiring a high level of skill, often at a senior management or
professionally certified level.
Household consumption expenditure: Expenditure on final goods and services by households, or on behalf of
households (for example, when the state subsidises the cost of housing which is transferred to a household).
The purchase of these goods and services may be facilitated by the factor incomes of the households
themselves (earned income), or from transfers and subsidies from government or individuals outside the
household unit (unearned income).
Imports and Exports: An import is a good or service brought into a country from another country. An export is
a good or service taken from a country to another. These imports and exports may be in either a final, or
intermediate form. For simplicity, we consider houses themselves to be supplied and demanded only within the
domestic market, albeit that small numbers of prefabricated houses may be exported or imported.
Imputed rent (also referred to as owners’ equivalent rent): Represents the opportunity cost of owning and
living in a property. Choosing to occupy a property that you own means that any rent that could have been
earned on that property is foregone. According to the OECD, “Imputed rents are defined as rental equivalents
– that is, the estimated rent that a tenant would pay for identical accommodation let unfurnished, taking into
consideration factors such as the type of dwelling (single-family or multi-family), its size (useable surface,
number of rooms), its facilities (running water, indoor toilet and bathroom, electricity, central heating, etc.), its
location (city centre, suburban or rural) and neighbourhood amenities.”5 Failure to take account of imputed
rents in the national accounts makes it difficult to compare the GDP of countries with significantly different
levels of private home ownership, and – in the case of a single country with rapidly changing home ownership
patterns – to compare GDP from one period to the next. For this reason, the rental equivalent value of owneroccupied dwellings are imputed and the GDP of the country (and its components) is adjusted accordingly.
Methods of determining the imputed rent vary depending on the nature and extent of the rental market in that
country and the data available. The accuracy of these estimates depends on the efficient functioning of rental
markets across the entire spectrum of housing options and locations. Ghana’s Consumer Price Index (CPI)
weights determined that on average 10.23 percent of the total household expenditure of all households in
Ghana was spent on housing, water, electricity, gas and other fuels.6 However, we have not been able to locate
a detailed breakdown of this category of expenditure that isolates spending on actual rents.
Informal employment: The informal sector or informal economy represents that part of the total economic
activity that is not registered with, and directly monitored by, relevant government departments and agencies
and not directly taxed (it will typically be subject to at least some forms of indirect taxation such as value added
tax). Informal employment relates to all people deriving income from this informal activity. Because of its
prevalence, most countries include some estimates of the economic contribution of the informal sector in the
construction of their national accounts. Ghana’s national accounts do not, however, separately account for a
contribution from the informal economy.
5

Eurostat-OECD (2012). “Housing”, in Eurostat-OECD Methodological Manual on Purchasing Power Parities, OECD
Publishing. Pg. 138.
6 StatsGhana (2020). COICOP Annexes February 2020.
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Intermediate demand: Demand for a product that undergoes further transformation through value adding
activities during a production process. The output of a particular sector or industry can be used to satisfy either
intermediate demand from other sectors and industries, or final demand.
Intermediate inputs: Goods and services that are inputs into a production process and that undergo further
transformation as a result of value-added activities during the production process. For example, bricks, sand
and cement are just some of the intermediate inputs that are used in the process of producing a house by the
construction sector.
Labour: Economic measure of work done by human beings. Labour is a factor of production that is remunerated
by wages and salaries and constitutes one possible source of income for households. Other income streams can
be derived from capital (interest), land (rents) or entrepreneurial endeavours (profits).
Multiplier effect: A multiplier effect is an economic impact that arises from an initial economic stimulus – such
as the sale of a house – that causes changes in other related economic variables (value added, output,
employment, tax collections, imports etc.). The cumulative impact of these changes is typically greater than (a
multiple of) the initial stimulus that caused them.
System of National Accounts (SNA):
The implementation of complete and consistent
accounting techniques for measuring the economic activity of a nation. Most countries have adopted an SNA
that complies with guidelines collectively developed by the European Communities, International Monetary
Fund, Organisation for Economic Co-operation and Development, United Nations and World Bank.7
Net Indirect Taxes: The value of indirect taxes paid, less any subsidies received, by an economic actor.
An indirect tax may be levied on part of a production process (such as a skills levy on labour remuneration) or
on a product (such as an excise duty or value added tax). Indirect taxes are distinguished from direct taxes (such
as corporate tax or personal income tax).
Primary sector: Those sectors of the economy related to primary industries including agriculture, forestry,
fishing and mining and quarrying. They are often referred to as extractive industries because they extract
resources and products from the environment. These extracted products may be “renewable” or “repeatable”
- as in the case of sustainable agriculture and fishing - or “non-renewable” - such as metals and minerals
extracted by mining and quarrying.
Secondary sector: Those sectors of the economy related to secondary industries including manufacturing,
electricity, gas and water and construction works of finished goods and services.
Semi-skilled and unskilled employment: Employment requiring less skills than skilled employment.
Skilled employment: Employment requiring a special skill, training, knowledge, and (usually acquired) ability
to be productive. Organisationally, skilled employment typically includes artisans, supervisors and lower levels
of management.
Tertiary sector: Those sectors of the economy that produce and sell a wide range of services including
wholesale and retail trade, transport, storage and communication, financial, insurance, professional business
advisory, and community and personal services. Because of this the tertiary sector is often referred to as the
services sector.

The Ghana Housing Policy (2015) also provides the following list of definitions, which are adhered to in this
report.
Affordable Housing: The ability of a household to spend up to thirty percent (30%) of its gross annual income
on the rent or purchase price of housing where the rent or purchase price includes applicable taxes and
insurances and utilities. When the annual carrying cost of a home exceeds thirty percent (30%) of household
income, then it is considered unaffordable for that household.
Community: Includes groups of individuals living in close proximity to each other and/or other social groups,
grassroots entrepreneurs or associations able to identify a need and come together to access project funds. The
7

European Communities, International Monetary Fund, Organisation for Economic Co-operation and Development,
United Nations and World Bank (2009).
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size of the community varies depending on the type of project intervention and includes people from all areas
that make direct use of the project.
Consumers: Home buyers and those renting.
Developer: A person or Company who develops real estate, especially by preparing a site for residential use.
District Assembly (Also Municipal or Metropolitan Assembly) or DMMA: A Local Government or Authority
organised in accordance with the Constitution and laws of Ghana, and the Local Government Act, 1993 (Act
462), which is responsible for planning for and implementing all development projects within its jurisdiction and
regulated by the appropriate act of Parliament in the form of legislative instruments.
Dwelling Units/Housing Units: Single houses, flats, apartments, and part of commercial buildings and
boarding houses (catering for less than six persons) in which private households reside. The essential features
of a dwelling unit are “separateness” and “independence as separate houses, flats/apartments, townhouses,
barracks and part of commercial buildings.
Good Governance: The processes for assuring transparent and accountable decision-making in planning of
investments, implementation and management of services involving all stakeholders.
Housing: A multi-dimensional commodity that includes physical shelter, the related services and
infrastructure, and the inputs such as land and finance required to produce and maintain it. Housing also covers
the solutions geared at improvement of the shelter and the environment in which it exists.
Housing Rights: The right to adequate housing in terms of: security of tenure; availability of services, materials,
facilities and infrastructure; affordability; habitability; accessibility; location and cultural adequacy.
Low-Income: There is no standard definition for low–income, the tacit definition which has been adopted by
local financial intermediaries and a daily income of $2 a day or less.
Real Estate/Property: All the interests, benefits, rights and encumbrances inherent in the ownership of
immovable property that encompasses land along with structures permanently affixed to the land, such as
buildings.
Rural Community: Community with a population of less than 5,000 people or any other figure which the
Ministry of Water Resources, Works and Housing, in consultation with appropriate government agencies, may
from time to time declare by publication in the Gazette and the mass media.
Slum: A slum household can be defined as a group of individuals living under the same roof in an urban area
who lack one or more of the following: 1. Durable housing of a permanent nature that protects against extreme
climate conditions. 2. Sufficient living space which means not more than three people sharing the same room.
3. Easy access to safe water in sufficient amounts at an affordable price. 4. Access to adequate sanitation in the
form of a private or public toilet shared by a reasonable number of people. 5. Security of tenure that prevents
forced evictions.
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Note on exchange rates
Because of the distortions that the use of prevailing market exchange rates can give rise to, it was decided to
convert the affordability calculations in this report into international purchasing power parity dollars (PPP$). A
PPP dollar is a notional currency that reflects the rate at which the currency of one country would have to be
converted into that of another country to buy the same amount of goods and services in each country. Use of
PPP$ avoids most of the distortions that can be generated by use of prevailing market exchange rates against
other currencies – such as the US$. It therefore provides a more accurate reflection of the relative affordability
of housing in one country compared to other countries, and will also give rise to less volatile affordability
measures over time – particularly in commodity exporting countries that experience wide swings in exchange
rates as a result of commodity price changes.
Unless otherwise noted in the text or footnotes, the exchange rates used for in this publication are as follows:
Year

International Dollar (PPP$) to Ghana New Cedi
(GH¢)

US$ to Ghana New Cedi (GH¢)

2018

1 PPP$ = GH¢ 1.567

1 US$ = GH¢ 4.5853

2019

1 PPP$ = GH¢ 1.658

1 US$ = GH¢ 5.2175

2020

1PPP$ = GH¢ 1.767

1 US$ = GH¢ 5.4012 (YTD)

Source: International Monetary Fund (2020) World Economic Outlook (2020 update).

However it is noted that in the housing cost benchmarking analysis (Section 3), the US$ to Cedi exchange rate
used is 5.77 (2020). This was the exchange rate at the time the cost benchmarking information was obtained.
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1. Introduction
This report analyses Ghana’s housing sector with respect to its impact on, and potential for, economic growth
as well as its current competitiveness in relation to the cost of affordable housing in comparison to other African
countries. The report uses CAHF’s Housing Cost Benchmarking and Housing Economic Value Chain analysis to
provide insights into how the housing construction and rental sector can be used more effectively as a catalyst
for economic as well as social development. This report is one of a series of four studies undertaken by CAHF in
2020 that focuses on Ghana.8 As shown in Figure 1, it consists of four important analytical components, from
which conclusions and recommendations are then derived. The first analytical component is a Contextual
Analysis of demographic and economic trends that serve to identify the scale of new household formation, and
where these households are located. It also analyses relative trends in per capita incomes and the comparative
performance and contribution of the construction and real estate sectors of Ghana’s economy, as well as
policies and plans that are relevant to the housing market.
The second analytical component sets out the findings of CAHF’s Housing Cost Benchmarking study, which
calculates the total cost of developing six different housing products in two cities in Ghana (Accra and Kumasi).
This analysis enables us to identify the competitiveness of Ghana’s housing development market in relation to
other benchmarked African countries, and serves to identify specific aspects of housing construction that are
more, or less, competitive in Ghana when compared to other countries.
The third analytical component is a Housing Market Analysis that serves as a bridge between the preceding
micro-level analysis of housing construction costs and the subsequent macro-level analysis of aggregate
housing production and expenditure. It examines the dynamics of Ghana’s housing construction and rental
markets with reference to the earlier contextual analysis for scale and policy approach. It focuses on rural and
urban household incomes and what this implies for housing affordability and examines the extent to which
prevailing housing policies and formal production processes serve to meet the needs of the entire spectrum of
Ghanaian households.
The fourth analytical component is a Housing Economic Value Chain analysis, that follows a methodology
developed for CAHF that provides a macro-level overview of the housing construction and housing rental value
chains. It links the microeconomic housing construction and housing rental production activities addressed in
the second and third analytical components and the macroeconomy by indicating the flows between these
activities and other sectors of the economy. It incorporates both the production/supply side of housing
construction and rental-related activities and the expenditure/demand side and – in the process – the
contribution to the gross domestic product of Ghana from the production, income and expenditure
perspectives. This analysis is supplemented by a revealed competitive advantage analysis of Ghana’s
international trade in building materials, which are a significant intermediate input into the housing
construction process.
These analytical components are the basis for a number of conclusions relating to Ghana’s housing construction
and rental economy, and serve to underpin key recommendations for improving the functioning and economic
impact of Ghana’s housing sector. This section includes recommendations on how to improve the contribution
8

The following projects have been undertaken by CAHF on Ghana:
The Housing Finance Yearbook, an annual publication by the Centre for Affordable Housing Finance in Africa (CAHF).
Since 2010, CAHF has published a country profile for Ghana country profile for Ghana reviewing the housing finance
market and reflecting on the state of practise in the country.
• The Case Studies into Innovation Project is a series of case studies that have been commissioned in order to support
professional development and inform a broader research and dialogue process among stakeholders in the housing
industry. As part of the effort to understand the constraints and opportunities in accessing long-term funding, Case
Study 11 examines the experiences of Ghana Home Loans Bank. Case Study 10 explores the implications of the
macroeconomic and institutional environment on the business model and the performance of housing microfinance in
Ghana.
• CAHF’s Residential Real Estate Investment Trusts in Africa Project explores this model further and commissioned a
study that outlined the general context of REITs and specifically residential REITs globally and more specifically in
Africa, through case studies of REITs in Nigeria, Ghana, South Africa, Kenya, Rwanda, Tanzania and Morocco.
• CAHF’s Data Agenda Programme includes the publication of an Audit Project overview of the data available in Ghana
on the housing market, and an analysis of the gaps in order to consolidate and refine future data availability in Ghana.
•
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of housing construction and rental to Ghana’s economy and how to strengthen the upstream linkages between
housing and the rest of Ghana’s economy. It also examines the prospects for housing-driven growth in Ghana
within the context of the National Development Plan (2018-2057), while seeking to simultaneously meet the
housing needs of the country’s population more effectively.
Figure 1: Components of the analysis

2. Contextual analysis of housing-related policies, and
demographic and macroeconomic trends
2.1 Ghana’s long-term National Development Plan (2018 - 2057)
To understand the housing sector in Ghana—both in respect of its current situation and its future potential—it
is necessary to consider its role and focus in relation to overall political, economic and social importance. Two
key strategies provide a framework within which we can position housing, and its importance to Ghanaian
society and economy. These are the National Development Plan (2018-2057), and the National Housing Policy
(2015).
Ghana’s National Development Plan (2018-2057) clearly articulates the economic development goals during
the forty years between 2018 and 2057. The plan defines two ‘demographic imperatives’ that will drive Ghana’s
future growth and development. Firstly, the implications of population growth on service delivery (including
housing, education, health, commerce and transportation). Secondly, the fact that the majority of Ghanaians
will live in cities and towns, which requires efficient land use and proper spatial planning to ‘reap the benefits’
of urbanisation (including increased productivity, rising incomes, falling poverty levels and improved quality of
life).
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The National Development Plan (2018-2057) recognises that ‘…as the world changes, so must Ghana’, by
adapting to rapidly changing cultural, economic and diplomatic contexts. To do so, the Plan sets the following
five goals:
•

Goal 1: Build an industrialised, inclusive and resilient economy. Grow and industrialise at a rapid
pace with three levels of inclusivity: Sectoral growth and diversification (Industry, services and
agriculture) that must benefit from investment proportional to their economic contributions;
Geographic diversification of growth to all areas of the country; and ensuring demographic
engagement in the benefits of growth.

•

Goal 2: Create an equitable, healthy and disciplined society. Even and balanced development that
creates equal opportunities across essential social services, including water and sanitation, affordable
housing and productive land.

•

Goal 3: Build safe, well-planned and sustainable communities. This acknowledges that the physical
environment is the base for successful socio-economic development. Proper spatial planning to
improve efficiency and productivity in economic growth and the delivery of social services including
transport, education, health, housing and sanitation. “..Lack of a spatial planning framework… is
largely responsible for the growth of slums, haphazard development of human settlements and low
international competitiveness (through high costs of doing business). Emphasis on smart
communities which encourage efficiency, functionality and the preservation of natural environment.

•

Goal 4: Build effective, efficient and dynamic institutions. Development and sustaining
development outcomes require efficient institutions. A new focus on laws, policies, organisations and
other elements of society that ensure the rule of law, order and a framework for development that
ensures scarce resources are used more efficiently.

•

Goal 5: Strengthen Ghana’s role in international affairs. This aims to see Ghana become an
important player in West Africa, Africa and the world. This requires breaking with the past and current
practice and situating Ghana in an international context. Considerations include focusing on the
Ghanaian Diaspora, improved national development, growth of Ghana’s influence in global markets
and Ghana’s international prospects.

Key preconditions for this plan include (inter alia) land reform, strengthening administrative statistics and
targeted public sector reforms. Further, drivers of Ghana’s transformation are identified as being attitudinal
change (focusing on science and reason, discipline, excellence, a national developmental urgency and honest
leadership); innovation; a comprehensive national infrastructure development and maintenance agenda; the
development of a modern labour force; macroeconomic stability (low inflation, stable currency, affordable
credit and financial stability) and consistency (steady growth across sectors based on sound planning and
resilience to shocks); and sustained decentralisation.

2.2 Ghana’s National Housing Policy (2015)
The importance of human settlements and housing in the National Development Plan (2018-2057) and
economic system is clear. While the National Development Plan (2018-2057) was drafted after the adoption of
the National Housing Policy (2015), the goals in the National Housing Policy (2015) correlate very closely with
Goals 2, 3 and 4 of the Plan:
•
•
•
•

To provide adequate, decent and affordable housing that is accessible to satisfy the needs of all people
living in Ghana;
To ensure that housing is designed and built to sustainable building principles leading to the creation
of green communities;
To ensure that there is participation of all stakeholders in decision-making on housing development
and allocation in their localities; and
To ensure adequate and sustainable funding for the supply of diverse mix of housing in all localities.9

Most of the developmental challenges facing Ghana are structural in nature, and require a long-term systemic
view – well beyond the term of any specific government. Housing is no exception to this, and the National
Housing Policy (2015) follows on-going legislative and institutional efforts to remove restrictions in the housing
9

Ghana Ministry of Water Resources, Works and Housing (2015). National Housing Policy. http://www.mlgrd.gov.gh/ctnmedia/filer_public/02/7b/027bc3a2-c4f1-4a31-a6fd-144d35d541f7/ghana_national_housing_policy.pdf Pg. 14.
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market to develop private investments in residential construction and housing finance. The main constraints to
resolving the housing crisis are identified as follows:10
•
•

On the supply side, factors include the high cost and inaccessibility of land for development; lack of
access to credit; and a lack of effective regulatory and monitoring mechanisms.
On the demand side, the main challenge is the limited housing affordability in the face of the generallylow level of incomes of the people.

The National Housing Policy aims for “an enabling environment for housing delivery” that reaches the vision of
“…a country in which everyone is able to access safe, secure, decent and affordable housing either owned or
rented… and feeds into the desire to leverage the housing sector to facilitate industrialisation, local economic
development, job creation, environmental sustainability and social development”. Key objectives to achieve
this include:11
1.
2.
3.
4.
5.
6.
7.
8.

Promoting greater private sector participation in housing delivery;12
Creating an environment conducive to investments in rental housing;13
Maximising utilisation of land;14
Accelerating improvement of existing housing stock;15
Promoting orderly human settlement growth and social and physical infrastructure provision;16
Making housing programmes more pro-poor;17
Including communities in design and implementation of low-income housing initiatives18; and
Upgrading and preventing the growth of slums.19

10

Note that more detailed analyses of many of these constraints are included in other documents produced by CAHF on
Ghana’s housing and finance sectors. CAHF (2020c – forthcoming) provides an overview of the most important housingrelated legislation and regulations. This considers the housing finance / foreclosure/ mortgage procedures; land ownership
and land management; land use planning and property rights and rental.
11 Ghana Ministry of Water Resources, Works and Housing (2015). National Housing Policy. Pgs. 13-14.
12 A range of initiatives are outlined in the Housing Policy to achieve this: i) establishing a long-term national housing
programme to ensure sustained commitment of resources and energy to achieving the housing goal; ii) land banking; iii) a
fiscal and monetary incentive framework; iv) establishing a National Housing Fund to leverage private capital into housing
and infrastructure; v) promoting public-private-community development partnerships; vi) innovative funding mechanisms
such as land swaps and ring-fencing arrangements; vii) land market information systems at MMDA level; viii) human
settlements infrastructure inventory databases; and ix) collaborative partnerships with built environment professional
associations to leverage technical capacities.
13 Interventions include: i) promoting rent to own schemes; ii) reviewing rental legislation to streamline rent regulations;
iii) encouraging rehabilitation of disused and abandoned properties; iv) including rental housing in new residential
developments; and v) encouraging adoption of rental housing expansion schemes in homeowner associations.
14 Initiatives include: i) mainstreaming inner city revitalization and urban regeneration programmes; ii) promoting
partnerships between property owners and private investors to promote vehicles for revitalization (such as land poling
and land readjustments); iii) promoting mixed use development; iv) providing technical assistance to MMDAs to promote
efficient land uses; v) balancing agriculture, environment and urban development land uses; and vi) instituting measures
to discourage speculation and retention of private undeveloped land.
15 This includes: i) promoting local level maintenance of housing through community associations and property
management companies; ii) local infrastructure bonds for infrastructure improvement; iii) incentives for effective
maintenance of family housing and penalties for poor maintenance; iv) enforcement of building codes to enhance safety
and security; and v) reviews of the national building code and regulations to ensure they are relevant.
16 Key initiatives are focused on ensuring environmental sustainability, water management and safety from natural
disasters as a component of housing development.
17 Initiatives include implementing social housing that are designed to better meet the needs of low-income households,
by involving communities more, establishing rent deposit guarantee schemes at MDMA level, formation of housing
associations and cooperatives, deepening pension and tax reforms to allow for housing use and promoting alternative
building materials.
18 This will include more inclusive participation, community-led infrastructure finance arrangements for infrastructure and
housing, community infrastructure fund establishment and mobilizing all organizations in housing development.
19 Initiatives to enhance upgrading include implementing a slum infrastructure improvement policy, progressive
integration of slums into formal neighborhoods through upgrading; Amelioration of poverty in slums through
infrastructure implementation, improved social services and upgrading incentives and land regularization; Participatory
housing development monitoring and control; and Public awareness sensitization.
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Our intent in this report is to articulate how Ghana can better achieve this vision and these goals in a sustainable
way, based on new diagnoses of the macro- and micro-economic aspects of its housing and related economic
sectors

2.3 Population and urbanisation trends
The housing construction and rental activities of a country are the result of a range of influences, including
demographic and urbanisation dynamics, income trends, sectoral growth and composition, prevailing
technologies, subsidy regimes, social norms and household preferences amongst many others. This section
analyses trends and available data in relation to some of these indicators. The first of these relate to population
and urbanisation trends.
The United Nations’ Population Division Department of Economic and Social Affairs (DESA)20 estimates
Ghana’s population at just over 31 million people in 2020, with average growth of 2.21 percent a year between
2015 and 2020. This is lower than the average population growth rate for sub-Saharan Africa over the same
period (2.69 percent a year).
At the time of its last Census in 2010,21 Ghana’s population was evenly split between rural and urban areas. The
urban population has shown a dramatic increase from approximately 35 percent of the total population in 1984
to 42 percent in 2000 and approximately 51.5 percent in 2010.22 DESA estimates that in 2020, 57 percent of
Ghana’s population are in urban areas, and that this will rise to 60 percent by 2025 and to 62 percent by 2030.23
That translates into an urban population of 17.6 million in 2020, expected to rise to 20.5 million in 2025 – a
growth of 2.9 million urban residents over the next five years.
Two urban areas dominate Ghana. Kumasi, with an estimated 3.348 million people, is Ghana’s most populous
city, followed by the capital – Accra – with 2.514 million people in 2020. Together, these two metropolitan cities
have a population of 5.86 million people, or 33 percent of Ghana’s total urban population. Kumasi’s population
is projected to increase to 4.7 million by 2030, while Accra’s should rise to 3.2 million. Beyond the urban
agglomerations of Accra, Sekondi-Takoradi and Kumasi, Ghana has many much smaller towns with
populations under 300 000 residents. This creates a massive imbalance in population and development
between the southern and central and northern parts of the country.

2.4 Household numbers and average sizes
From a housing perspective, the units of analysis are households rather than individuals, and household
formation is the underlying driver of demand for new housing and new home construction. Ghana’s 2010
Census estimated that the country had 5.63 million households with an average household size of 4.4 people.
Of these, 3 million households were in urban areas and 2.6 million households were in rural areas. The average
household size in urban areas was estimated at 4.1, while that of rural areas was 5.0. The 2015 Labour Force
Report24 estimates that the total number of households increased to 6.33 million in 2015 (split 3.53 million in
urban areas and 2.80 million in rural areas), with a total population of 27.67 million people. The Labour Force
Report then states that the average household size for the country decreased from 4.4 to 3.2 people per
household between 2010 and 2015, with the urban average dropping from 4.1 to 2.9 people per household and
the rural average declining from 5.0 people to 3.5 people per household.
These average household size estimates in the Labour Force Report for 2015 are not consistent with other
aspects (population and number of households) of data in the report and – based on our analysis – appear to be
incorrect. Firstly, dividing the national, urban and rural populations in 2015 by the respective number of
households indicated in this report yields very different averages (4.37 nationally, 3.95 in urban areas and 4.90
in rural areas). Secondly, a decline of the magnitude suggested over this time period seems unlikely. While it is
20

United Nations, Department of Economic and Social Affairs, Population Division (2019). World Population Prospects
2019, Online Edition. https://population.un.org/wpp/
21 Ghana Statistical Service (2012). Population and Housing Census (2010).
https://www.statsghana.gov.gh/gssmain/fileUpload/pressrelease/Housing%20in%20Ghana.pdf2010 Population and
housing census: Housing in Ghana
22 Ghana Ministry of Water Resources, Works and Housing (2015). National Housing Policy. Pg. 6.
23 United Nations, Department of Economic and Social Affairs, Population Division (2018). World Urbanization Prospects:
The 2018 Revision, Online Edition. https://population.un.org/wup/
24 Ghana Statistical Service, (2016). 2015 Labour Force Report.
http://www.statsghana.gov.gh/gssmain/fileUpload/Demography/LFS%20REPORT_fianl_21-3-17.pdf
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common for average household sizes to decrease over time – particularly in urban areas – such a rapid decline
over only five years would be unusual in a demographic context. The impact of these different average
household sizes on the total number of households is material: using the published averages in the 2015 Labour
Force Report results in close to 2.4 million more households nationally in 2015, (1.37 million additional urban
households and 1.06 million additional rural households) than if we use the average household sizes calculated
by dividing the population by the number of households reflected in the report .
In projecting the total, and additional number of households that will need to be accommodated, we have
therefore assumed slower, and less pronounced, decreases in average household sizes over this time period
that are firstly more consistent with another data source (CGIDD25) used to calculate affordability in this study;
and secondly more in line with the trends that emerge from our calculated averages derived from the
population estimates and number of households in the 2015 Labour Force Report. Our estimated household
sizes are as shown in Table 1.
Table 1: Average household sizes used to estimate the number of households in Ghana
2010

2015

2020

2025

Total Country

4.4

4.1

3.9

3.8

Urban Areas

4.1

4.0

3.9

3.7

Rural Areas

4.7

4.3

4.0

4.0

Source: UN DESA, World Population Prospects, 2019 Revision and World Urbanisation Prospects, 2018 Revision, StatsGhana,
2016, 2015 Labour Force Report. CGIDD, 2019. Own calculations.

Figure 2 contrasts historical population trends in urban and rural populations from 2010 to 2020 (left hand
graph) and projected growth in the number of additional households till 2025 (right hand graph).
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Figure 2: Estimated rural and urban households from 2010 to 2020 and projected additional households in
Ghana, 2020 to 2025
2010-2020
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Additional Household - Urban

Source: Own calculations based on UN DESA, World Population Prospects, 2019 Revision and World Urbanisation
Prospects, 2018 Revision, Ghana Statistical Service, 2016. 2015 Labour Force Report. CGIDD, 2019.

25

Canback Consulting (2019). Canback Global Income Distribution Database (CGIDD).
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Using these estimates, the number of additional households that are expected to be formed in Ghana increases
from 203 000 new households in 2020 to 232 000 new households in 2025. As shown in Figure 2, the vast
majority of these additional households will be in urban areas, and by 2025 the number of new households in
urban areas will be more than ten times greater than in rural areas. These additional households will need to be
accommodated – either though formal construction projects, or via informal methods that include households
sharing existing accommodation, outsourcing basic construction to formal or informal contractors, or ownerbuilding activities.

2.5 Macroeconomic trends in average income, sector composition and sector
performance
The West African region is made up of 15 economies structured into West African Economic and Monetary
Union (WAEMU) and non-WAEMU countries.26 Ghana has the second-largest economy in West Africa (behind
Nigeria), accounting for 10.3 percent of total GDP of the region. Ghana’s GDP rose from US$1.22 billion in 1960
to US$ 65.56 billion in 2018.27 Ghana averaged annual GDP growth rates of 5 percent in the past five years, and
remains the second wealthiest economy by GDP per capita measure in West Africa.28
Within the region, inflationary trends between WAEMU and non-WAEMU countries diverge. In 2017, inflation
was as low as 0.9 percent in members of the WAEMU and was 11.0 percent in non-WAEMU countries. Overall,
inflation has contributed to constraining growth in the region. Ghana has struggled with volatile inflation
ranging from 6 percent to 20 percent over the past 10 years due to fiscal pressures and currency depreciation,
as well as fuel and utility price hikes. Improved fiscal performance between 2009 and 2011 resulted in a decline
in inflation rates from 13.1 percent in 2009 to single-digit levels of 7.1 percent in 2012. In the past year, inflation
rates have remained in the single digits partly due to the adoption of the country’s inflation targeting
framework led by the Bank of Ghana.
Fiscal discipline has historically been a major challenge for Ghana. Over the last five years, the government has
formulated tighter fiscal policies with the aim of stabilising the economy and managing inflation. After four
years of efforts to correct its macroeconomic imbalances, Ghana successfully completed and exited the
Extended Credit Facility programme of the IMF.
The short-to-medium term macroeconomic shocks in the last few years have had a substantial impact on the
growth of mortgage markets, which has not been impressive. The combined value of mortgages in effect only
represents 0.14 percent of Ghana’s GDP.29

2 . 5 . 1 I n c o m e t re n d s
Between 2008 and 2019, Ghana’s per capita GDP at purchasing power parity – an indication of average incomes
before taxation and transfers – increased by 91 percent, which was slightly lower than the growth experienced
by Rwanda (95 percent), but substantially higher than the comparative growth of the other African countries
included in this analysis (Nigeria, Côte d’ Ivoire, Kenya, Tanzania, Rwanda, Uganda and South Africa) . Over the
same period, South Africa only experienced growth of 18 percent, and neighbouring Nigeria achieved growth
of 40 percent, while Côte d’Ivoire saw per capita GDP increase by 74 percent. These relative trends are reflected
in Figure 3.

26

The WAEMU countries include Benin, Burkina Faso, Cote d’ Ivoire, Guinea Bissau, Mali, Niger, Senegal and Togo. These
countries share the same currency, the CFA franc and monetary policy, as well as French as the common language. NonWAEMU countries include Cabo Verde, Gambia, Ghana, Guinea, Liberia, Nigeria and Sierra Leone.
27 Trading Economics (2020). Ghana Economic Indicators. https://tradingeconomics.com/ghana/gdp
28 World Bank (2019). World Bank national accounts data and OECD national accounts data files.
29 Centre for Affordable Housing Finance. (2019). Housing Finance in Africa Yearbook: 10th Edition – 2019. Profiling access
to affordable finance. http://housingfinanceafrica.org/resources/yearbook/ Pg. 8
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Figure 3: Comparative trends in per capita GDP at purchasing power parity (PPP)

Relative Trends in GDP per Capita at Purchasing Power Parity,
Index: 2008 = 100
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The relative levels of per capita GDP at purchasing power parity are also relevant to this analysis as they make
it possible to indicate – in comparative terms – what the average individual is able to buy. Figure 4 reflects the
per capita GDP at purchasing power parity for different African countries in 2019. Although South Africa was
by far the worst performer in respect of the growth in average incomes over time (as shown in Figure 5), the
value of its average per capita income was still substantially higher in 2018 than the other African countries with
which it is compared. South Africa’s per capita GDP is almost double the next highest country in the comparison
(Ghana), and more than 5 times greater than that of Uganda and Rwanda. The average Ghanaian could
purchase around 51 percent of what the average South African was able to in 2019. Ghana’s per capita GDP was
15 percent higher than Nigeria’s, and 56 percent higher than Côte d’Ivoire.

GHANA: ECONOMIC IMPACT OF HOUSING CONSTRUCTION AND RENTAL ACTIVITIES | AUGUST 2020

8

Figure 4: Comparative levels of per capita GDP at purchasing power parity across a number of African countries
in 2019
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2.5.2

R e l a t i ve s e c to r pe rf o rm a n c e a n d e co n o mi c c o m po si t io n

The structure of an economy tends to change over time in response to changing commodity and product prices
and shifts in demand and supply. Figure 5 reflects the relative trends in the real GDP of the major sectors of
Ghana’s economy between 2013 and 2018. 30 It indicates that real value added in the Information and
communication sector increased by 81 percent over this period, while that of mining and quarrying rose by 55
percent. The latter’s sharp growth between 2016 and 2018 is largely the result of an 87 percent increase in the
value of oil production.31 While all the other sectors experienced some growth in value added over this period,
there were significant differences in overall performance: Electricity, gas and water increased by 30 percent
while the Real estate sector only expanded by 3 percent. From the perspective of this study, the construction
sector’s performance is also of interest. It experienced growth of 26 percent.32

30

Ghana rebased their national accounts to 2018. The Ghana Statistical Service’s published national accounts data
currently only includes a limited time range of historical data.
31 This is likely to be substantially negatively impacted by the major decreases in oil prices at the time of writing this
report.
32 Ghana Statistical Services (2019). Annual 2013-2018 GDP, April 2019 Edition.
http://www.statsghana.gov.gh/nationalaccount_macros.php?Stats=MjkwMzA1NjI0LjE0MTU=/webstats/oq43q9p651
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Figure 5: Relative trends in real GDP of the major sectors of Ghana’s economy, 2008 to 2018
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The relative growth trends reflected in Figure 7 give rise to changes in the sector composition of Ghana’s
economy over time. These are reflected in Figure 6 below. The most pronounced shift was in the mining and
quarrying sector, whose contribution increased from 12 percent to 17 percent between 2016 and 2018.
Otherwise the composition of Ghana’s economy was remarkably stable, with a slight decrease in the
contribution of agriculture, forestry and fishing (22 percent to 20 percent), but little change other than some
small cyclical shifts in the intervening years in the other contributions between 2013 and 2018.
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Figure 6: Sector composition of Ghana’s real GDP
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As Figure 7 indicates, all sectors of Ghana’s economy made a positive contribution to the growth in its GDP
between 2013 and 2018. However, there were significant differences in the scale of that contribution. Mining
and quarrying contributed over 30 percent of the growth, followed by agriculture, forestry and fishing (almost
16 percent), and manufacturing (just over 12 percent). Construction contributed 9.3 percent of growth but real
estate only added 0.1 percent. Overall, the primary sectors contributed 46 percent of the growth in real GDP,
the secondary sectors added 23.5 percent and tertiary sectors, the remaining 30.5 percent.

GHANA: ECONOMIC IMPACT OF HOUSING CONSTRUCTION AND RENTAL ACTIVITIES | AUGUST 2020

11

Figure 7: Sector contributions to the growth of Ghana's real GDP between 2013 and 2018

Source: Ghana Statistical Services (2019). Annual 2013-2018 GDP, April 2019 Edition.

2.6 Levels of informal economic activity in Ghana
Housing affordability is also impacted by, and impacts on, the size and breadth of the informal economy in
Ghana. The International Labour Organisation (ILO) defines informal employment as: “… all employment
arrangements that do not provide individuals with legal or social protection through their work, thereby leaving
them more exposed to economic risk than the others, whether or not the economic units they work for or
operate in are formal enterprises, informal enterprises or households.”33
The ILO notes that some countries also include own-account workers engaged in the production of goods
exclusively for final use by their households, such as subsistence farming and do-it-yourself construction of own
dwellings, but that most countries exclude such workers from the definition of informal employment. Given
that most housing construction in Ghana is probably undertaken for ‘own account’, the definition used will be
material to any attempts to quantify the impact of housing on the economy.
33

International Labour Organisation (2013). Women and men in the informal economy: a statistical picture (second
edition). International Labour Office – Geneva: https://www.ilo.org/wcmsp5/groups/public/---dgreports/--stat/documents/publication/wcms_234413.pdf. Pg. 3.
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Lilenstein argues that “… most people in informal employment are better off than they would be in
unemployment or outside the labor force. Despite the relative vulnerability of informal employment, the
incomes generated from these activities result in increased consumption and decreased poverty for the
informally employed. This is especially true due to the general lack of unemployment benefits in Africa. Homebased enterprises in Burkina Faso, Cameroon, Ghana, Mozambique, Rwanda and Uganda have been shown
to increase consumption by as much as 27% in urban areas and 32% in rural areas.”34
The benefits of informality for inclusive economic growth depend largely on their impacts on productivity
growth. The vast majority of people in the informal economy are there because their low skill-levels exclude
them from more formal activity, or because formal economic activity cannot absorb more employment. In such
cases, their informal activity increases the level of economic activity above what it otherwise would have been
and therefore supports inclusive growth.
As reflected in Figure 8, Medina and Schneider (2018) estimated that close to 43 percent of national income in
Ghana was earned from informal activity.35 The national accounts published by Ghana Statistical Services do
not explicitly isolate the contribution of the informal sector to either national or sector GDP. However, the
Integrated Business Establishment Survey (IBES) notes that 90.5 percent of business establishments in Ghana
were informal.36
Figure 8: Contribution of informal activity to national income across different African countries

Source: Medina and Schneider (2018).

34

Lilenstein, K. (2016). Does informality help inclusive growth in Africa? World Bank Blogs.
https://blogs.worldbank.org/jobs/does-informality-help-inclusive-growth-africa
35 Medina, L. and Schneider, F. (2018). Shadow Economies Around the World: What Did We Learn Over the Last 20 Years?
IMF Working Paper WP/18/17. https://www.imf.org/en/Publications/WP/Issues/2018/01/25/Shadow-Economies-Aroundthe-World-What-Did-We-Learn-Over-the-Last-20-Years-45583
36 Ghana Statistical Services. (2015) Integrated Business Establishment Survey – Summary Report.
http://www.statsghana.gov.gh/gssmain/fileUpload/pressrelease/SUMMARY%20REPORT_FINAL_FINAL_24-5-16.pdf

GHANA: ECONOMIC IMPACT OF HOUSING CONSTRUCTION AND RENTAL ACTIVITIES | AUGUST 2020

13

3. Housing cost benchmarking in Ghana
A critical question in affordable housing policy across Africa is “How much does it cost to build an affordable
house?” CAHF considers the answer to this question to be critical, if countries are to tackle their affordable
housing needs. But, in order to do so, three important considerations must be resolved. First, what is an
affordable house? To ensure we compare ‘like with like’, CAHF has designed a series of houses of different
typologies (detached, medium-rise and high-rise) that we use to test the composition of house prices across
Africa. Second, what does this affordable house comprise? Detailed bills of quantities have been developed for
each product, so that costing such a house ensures exactly the same inputs in each area where costing
information is collected. Third, how does this cost compare to the cost of the same house in other territories or
countries? The costs of these standard defined housing units can then be compared with the costs of exactly
the same house in other cities or countries. Not only can total housing costs be compared, but the detailed
input costs of different components of construction (e.g. land, infrastructure, construction, overheads) or sets
of cost inputs (e.g. building materials, labour costs, etc).

3.1 Overview of accommodation cost benchmarking in Ghana
In the case of Ghana, CAHF has costed six products across three typologies in two cities (Accra and Kumasi) in
order to provide a sense of cost differentials within the country, as well as between Ghana and other
benchmarked African countries recently costed by CAHF. The typologies include detached housing on
individual sites (65m2, 55 m2, 45m2 and 35m2 designs), a 40m2 unit in a five-level walk-up apartment and a 40m2
unit in an eight-level high rise apartment block. Table 2 provides a brief description of the six typologies, along
with the total calculated costs of each unit type in Dollars and Cedi.
Table 2: Housing cost benchmarking of six accommodation typologies and total costs (2020)

G5.KUMASI 8 storey 2020

Cost per accommodation unit
(US$)
$63 865

Cost per accommodation unit
(Local Currency)
GH₵368 500

G4.KUMASI 5 storey 2020

$55 285

GH₵318 996

G6.KUMASI 65m2 market 2020

$67 859

GH₵391 549

G1.KUMASI CAHF 55m2 2020

$57 774

GH₵333 354

G2.KUMASI formal 45m2 2020

$50 407

GH₵290 846

G3.KUMASI formal 35m2 2020

$42 607

GH₵245 845

H5.ACCRA 8 storey 2020

$64 632

GH₵372 926

H4.ACCRA 5 storey 2020

$56 009

GH₵323 174

H6.ACCRA 65m2 market 2020

$68 755

GH₵396 718

H1.ACCRA CAHF 55m2 2020

$59 464

GH₵343 110

H2.ACCRA formal 45m2 2020

$51 972

GH₵299 878

H3.ACCRA formal 35m2 2020

$43 964

GH₵253 671

House Type

Source: Own calculations from CAHF Housing Cost Benchmarking model. The US$ to Cedi exchange rate used is 5.77 (2020).
For the housing cost benchmarking exercise, the exact exchange rate at the time the cost benchmarking costs were obtained is
used to ensure no currency fluctuations impact the final costs and conversion to US$.

These total costs of the six typologies are aggregated from the detailed country-specific cost inputs entered
into the standardised Bill of Quantities for each accommodation typology and unit. These total unit costs are
therefore divisible down to five levels of analysis, right down to the individual materials and labour inputs
required to construct these units. More information on these different units is given in Annexure B.

3.2 Benchmarking housing development costs for Accra and Kumasi, Ghana
In order to benchmark the cost of developing housing in Accra and Kumasi in relation to other African cities,
Figure 9 compares the total costs of a standard 55m2 detached “CAHF House” across the major cities in five
African countries. This standard CAHF House is used as the benchmark standard in order that cost comparisons
between countries are based on a defined basic housing standard. (See Annexure A for a detailed specification
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of this product). The figure shows the wide variation in cost, from lowest to highest (Pretoria, South Africa;
Lagos, Nigeria; Kampala, Uganda; Accra, Ghana; Dodoma, Tanzania and Nairobi, Kenya). The cost of building
this basic mortgageable house in Accra is the fourth-highest of the five countries at US$59 464, after South
Africa at US$40 199, Lagos (US$52 103) and Kampala (US$58 596). Building the standard house in Accra is
therefore 48 percent more expensive than in Pretoria, while in Nairobi (the most expensive of the five cities) it
is 10 percent more expensive than in Accra and 62 percent more expensive than Pretoria. Note the 14 percent
increase in price between Accra, Ghana and Lagos, Nigeria – a significant finding given the geographic
proximity of these two countries.
Figure 9: Cost comparison of the standard CAHF house (US$)

Source: Own calculations from Housing Cost Benchmarking model. Note that housing costs were collated between 2018 and
2020 for different countries. Cost escalations will have some impact on these costs, but it is still useful to compare costs as
general price trends are not affected significantly.

These benchmarked prices show that significant potential exists to reduce overall accommodation construction
costs in Ghana. In the next section, we consider what aspects of accommodation construction contribute the
most to housing costs, as well as to the relatively high costs of housing in Ghana specifically.

3.3 Housing cost breakdown for Accra, Ghana
To understand the composition of the total benchmarked housing costs, and the reasons for these high costs
of construction in Ghana, the total housing costs are disaggregated into “Level One” cost categories in Figure
10 below. These level one cost categories are: A. Land Costs; B. Infrastructure Costs; C. Compliance Costs; D.
Construction Costs; E. Other Development Costs; F. Developer Overhead and G. VAT / Sales Tax.
The cost breakdown shows that the majority of the total development cost is for construction-related inputs at
47.9 percent (US$28 459) of the total house cost. The next largest cost categories are infrastructure (13.4
percent / US$7 947); VAT (14.4 percent / US$8 569); developer overhead (6.3 percent / US$3 770); Other
development costs (6.5 percent / US$3 868); compliance costs (8.4 percent / US$4 997) and land cost (3.1
percent / US$1 854).
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Figure 10: Cost breakdown of the standard CAHF house (2019) in Accra, Ghana

Source: Own calculations from Housing Cost Benchmarking model.

3.4 Comparing housing cost composition across six countries
Figure 11 compares the Level One cost components37 of the standard CAHF house across the six recently
benchmarked cities. Notably construction costs in Accra, Ghana are the most expensive of all countries at US$28 459, even though Accra’s total housing development cost is the fourth lowest overall. In addition, the
analysis indicates that relative to the other benchmarked cities, Accra’s land cost is the least expensive, and
infrastructure is the second least expensive. Compliance costs are also calculated to be the most expensive of
all six cities included.

37

A. Land Costs, B. Infrastructure Costs, C. Compliance Costs, D. Construction Costs; E. Other Development Costs; F.
Developer Overhead and G. VAT / Sales Tax.
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Figure 11: Comparison of cost of standard CAHF House between six African countries (US$)

Source: Own calculations from Housing Cost Benchmarking model. Note that housing costs were collated between 2018 and
2020 for different countries. Cost escalations will have some impact on these costs, but it is still useful to compare costs as
general price trends are not affected significantly.

These findings corroborate the anecdotal evidence that building costs are very high in Ghana, and that the
complexity of construction inflates housing costs. Across the countries benchmarked in Figure 10 above, Accra
has the highest construction cost. Construction costs are one percent higher than in Nairobi, Kenya, 10 percent
higher than in Dodoma, Tanzania, 13 percent higher than Kampala, Uganda; 20 percent higher than Lagos,
Nigeria and 71 percent higher than Johannesburg, South Africa. However, it is interesting to note that relatively
speaking land and infrastructure costs are not extremely high, pointing to other more significant constraints in
accessing serviced land in Ghana.
Figure 12 below disaggregates the construction cost component into labour, materials and indirect contractor
costs.
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Figure 12: Construction cost comparison for Accra, Ghana in 2020 (US$)

Source: Own calculations from Housing Cost Benchmarking model. Note that housing costs were collated between 2018 and
2020 for different countries. Cost escalations will have some impact on these costs, but it is still useful to compare costs as
general price trends are not affected significantly.

The most important area of focus for reducing accommodation development costs in Ghana is to focus on
construction costs. This includes both the costs of labour and materials. However, looking at the breakdown of
labour and materials in comparison to these other cities, the main reason for high construction costs lies in the
very high cost of labour, which comprises 34 percent of the construction cost, the highest labour cost of all cities
benchmarked. While materials costs are not the highest, they remain 41 percent higher than in South Africa
and even 27 percent higher than its neighbour Nigeria, indicating there is also significant scope to lower
materials costs.
Other cost increments are related to the difficulties experienced in the development process, such as financing
and holding costs and compliances and approvals (the latter of which is the highest of all benchmarked
countries).
It is further important to note that while this benchmarking analysis compares the standard CAHF 55m 2 house,
less expensive housing products will cost less to construct, but generally require similar inputs for land, servicing
and other non-construction costs. Therefore, streamlining processes in order to speed up land planning and
titling and reduce delays in construction will improve the costs of lower-cost houses relatively more than highercost houses.

3.5 Comparing costs of six housing typologies in Accra, Ghana
CAHF has developed detailed costings for the six alternative housing typologies and sizes in Accra and Kumasi.
These typologies are chosen to indicate the relative costs of smaller houses (55 m2, 45 m2 and 35 m2), as well as
alternative built forms (detached single storey bungalows, medium-rise walk-up apartments and high rise
apartments). Table 2 (in Section 3.1 above) specified the six housing types (H1 to H6) and showed the US Dollar
and New Ghana Cedi costs, which are illustrated in Figure 13 below.
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Figure 13: Comparative unit costs of six housing typologies in Accra, Ghana in 2020 (US$)

Source: CAHF Housing Cost Benchmarking analysis.

The cost of the smallest unit costed (35 m2 bungalow) is US$43 964 (GH₵ 253 671). The 45 m2 bungalow costs
US$8 008 more than this, implying an 18 percent cost increment for a 33 percent increase in house area. Further,
the 55 m2 bungalow costs an additional US$7 492, or 14 percent more for an additional 22 percent house size
over the 45m2 bungalow. The reasons for these incremental changes in cost are that the costs of the land,
infrastructure, compliance and overhead costs are relatively similar across the three units. Importantly, given
Ghana’s high construction costs, these incremental cost increases are higher than in other countries with lower
construction costs. Even so, smaller unit sizes do enable critical affordability improvements for lower income
households.
Comparing the costs of the 40 m2 multi-storey apartments with the similar sized (45m 2) bungalow shows that
the five- storey walk-up typology costs US$4 037 (7.8 percent) more, and the eight storey apartment typology
costs US$12 660 (24 percent) more than the similar sized (45 m 2) bungalow. These significant price increments
for verticalization of construction are much more than in most other countries. This is again due to the very
high construction costs in Ghana (see Figure 14 below). This has important implications for Ghana’s focus on
better urban form and utilisation of land, as the very high costs of medium-rise and high-rise construction in
relation to bungalow-style accommodation will be an important constraint in encouraging vertical construction
of any form.
Figure 14 shows the comparative Level One costs of these benchmarked housing typologies in Accra. In other
countries where construction costs are not as high as Ghana, higher-density multi-storey configurations
increase average construction costs (with higher buildings requiring higher-specification construction and
fittings such as lifts and emergency exits) but there are significant savings on infrastructure costs that
substantially offset the construction cost increases. However, in Ghana this is not the case, with construction
cost increases outweighing the benefits of vertical construction.38

38

It must be noted that this analysis only considers the initial development cost of such units, and assumes availability of
suitable land and bulk infrastructure capacity to link to. In addition, there are a myriad of other life-cycle cost benefits of
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Figure 14: Comparative costs of different housing typologies in Accra, Ghana in 2020 (US$)

Source: CAHF Housing Cost Benchmarking analysis.

3.6 Comparing costs of housing between Accra and Kumasi
A comparison of housing costs between Accra and Kumasi were also undertaken as a part of the Housing Cost
Benchmarking study. The total costs of the six typologies in Dollars and Cedi are given in Table 2. Figure 15
gives a comparative breakdown of costs. The comparison shows very similar construction costs between the
two cities - located within 200 km of each other, with Accra being a coastal city and Kumasi being located
inland. Kumasi is consistently slightly cheaper than Accra by a factor of between 1 percent (for the more
expensive products) and 3 percent (for the less expensive products). There are also marginal price differentials
in labour and materials (with Accra being more expensive).

multi-storey construction, including the benefits of more dense city form and its impact on transport costs, accessibility to
urban services and maintenance costs over time.
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Figure 15: Comparing housing cost between Accra and Kumasi (US$)

Source: CAHF Housing Cost Benchmarking analysis.
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4. Housing market analysis
4.1 Housing tenure and living arrangements39
Ghana’s urban areas have a different housing form to many other sub-Saharan cities. This is predominantly due
to the pervasive influence of traditional forms of title and accommodation practices that still dominate Ghana’s
urban form and housing outcomes, and complicate orderly urban development. Especially in urban areas,
Ghana’s customary tenure systems are overlaid by more modern tenure forms, creating a complex mix of
tenure arrangements that are often contested. While Ghana’s land commission does hold records of land
ownership, and efforts were made in 2016 to merge four separate land agencies into the New Lands
Commission40, these are often inaccurate, contested and can lead to duplicated land ownership claims.41 On
the one hand, until recently, customary tenure arrangements have afforded many households access to land in
urban (and mainly rural) areas. However, with the stocks of developable land reducing in the rapidly-growing
metropoles, the lack of formal, uncontested title creates an increasing problem for identifying, mobilising,
servicing and releasing land for urban development. On the other hand, Ghana’s tenure and housing systems
have also created large urban areas where informal settlements are almost absent42 albeit that 40 percent of
urban households live in single rooms, and a further 30 percent live in two room units.43
According to the Ghana Living Standards Survey in 2017, just over two-fifths of all Ghanaian households own
their accommodation, and the proportion of households that are able to own accommodation is declining. In
2017 , 42.1 percent of dwelling units were owner-occupied, 28 percent of households lived in rented premises
and 29.1 percent were occupied ‘rent free’.44 This latter category is mainly an indicator of those households
living under customary tenure arrangements or sharing accommodation. Between 2010 and 2017, the
proportion of households owning their accommodation decreased by 5.1 percent, rental has decreased by 3
percent and those living rent free increased by over 8 percent. This is unusual in relation to most rapidly
urbanising African societies, which show a rapid increase in rental as urbanisation increases, due to the lack of
access to owned or customarily owned urban accommodation.
Compound living is still the pervasive form of accommodation in Ghana. The majority of households that rent
or live rent-free live in compound accommodation, typically occupying single rooms or two-room units.
However, compound living is decreasing with time. For instance, in Accra the proportion of all accommodation
that is rooms in compounds decreased from 62 percent in 1990 to 42.5 percent in 2000.45 Increasingly, urban
populations are occupying bungalows, apartments and informal shelters.
Private (household-level) housing development is by far the most pervasive housing delivery mechanism in
Ghana. Either households build themselves, or have accommodation built by contractors. Half of all rented or
rent-free accommodation in urban areas is provided by private landlords (60 percent in Accra), with a further
40 percent occupying accommodation owned by a relative (25 percent in Accra). Less than 4 percent of housing
units are owned by private employers or government, which comprises 9.3 percent of rented and rent-free
housing stock in Accra and only 4 percent of rented or shared accommodation in other urban areas 46. There is
currently a very limited supply of formal, owned accommodation that meets local authority approval, with over
90 percent of developments not obtaining local authority approval.47
Ghana’s uniquely structured mix of traditional and formal tenure systems and high proportions of households
renting or living rent free in compounds creates a complex housing market. Many households stay with family,
39

A more detailed analysis of tenure and housing in Ghana is included in CAHF (2020c – forthcoming).
40 Ehwi and Asante (2016). Ex-Post Analysis of Land Title Registration in Ghana Since 2008 Merger: Accra Lands
Commission in Perspective. https://journals.sagepub.com/doi/full/10.1177/2158244016643351
41 Rickard.C. (2020). Chaotic land ownership records shock Ghana's supreme court.
https://africanlii.org/article/20200326/chaotic-land-ownership-records-shock-ghanas-supreme-court
42UN Habitat (2011). Ghana Housing Profile. https://unhabitat.org/sites/default/files/documents/201907/ghana_housing_profile.pdf
43 CAHF (2020c-forthcoming). FSD Ghana Housing Sector Overview. Draft report by David Chiwetu.
44 Ghana Statistical Service (2017). Ghana Living Standard Survey 7.
https://www.statsghana.gov.gh/gssmain/storage/img/infobank/GLSS7%20MAIN%20REPORT_FINAL.pdf
45 Ibid.
46 Ibid.
47 UN Habitat (2011). Ghana Housing Profile. https://unhabitat.org/sites/default/files/documents/201907/ghana_housing_profile.pdf
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or have rentals paid by other family members, and one in ten households have housing costs paid by private
employers.48 This unusual system of traditional and modern tenure arrangements, extended filial living
arrangements and compound room rental also serves to create an important housing safety net, especially in
Ghana’s urban areas, but simultaneously creates significant challenges to the future growth and development
of a formal housing system in Ghana.

4.2 Effective housing demand in Ghana
There are many sources that cite ‘backlog’ figures for housing, or the ‘annual need’ for new housing given
household growth. Oxford Business Group49 estimates this to be between 190 000 and 200 000 units per annum
for the next decade, whereas UN Habitat (2011) estimated a requirement of 5.7 million rooms by 2020. While
such estimates may assist to highlight the significant deficits in housing quantity and quality in Ghana and
possibly shock housing actors into action, such numerically-based estimates fail to capture the nuances within
different segments of the population within Ghana.
Our aim therefore is to develop a better understanding of demand-side and supply-side potentials in Ghana’s
housing market. We use available demographic and housing market statistics to build a more detailed picture
of Ghana’s household income profile, housing affordability and possible housing typologies in different
affordability segments.50 CAHF acknowledges that this approach does not provide a fully comprehensive
statistical analysis of the demand and supply for housing in Ghana, but rather aims to illustrate complex data in
a clear way, and make reasoned assumptions regarding important housing market data that helps to develop
a clearer picture of Ghana’s housing market.
Effective housing demand is an interplay between a) the amount of income households can spend on housing,b)
the willingness to find or build accommodation to meet demand, and c) the ability to mobilise the various
resources that are required to make a home transaction happen (whether buying, renting or building). Any
successful housing strategy must address all three aspects of effective demand if it is to improve the quantity
and quality of housing. We analyse each of these elements below to develop a visual representation of effective
housing demand in Ghana.
New households seeking accommodation in Ghana’s urban areas will generally be forced to opt for one of the
following:
•

Informal market rental: Accessing accommodation in compounds (predominantly single rooms with
shared ablutions), or similar small mostly informally-constructed rental units from landlords. This is by
far the most prevalent form of accommodation delivery in urban Ghana.

•

Increased population densities in existing developed areas: Increases in average household sizes in
existing owned and rented housing. This results in multiple households co-living in detached, semidetached or attached houses, but mostly in existing compounds.

•

Extension of existing accommodation: Incremental expansion of existing accommodation through
the construction of additional rooms and other facilities. In rural communities, new accommodation
units are created (mostly in the form of basic, traditionally-constructed housing). In urban areas, where
households can get access to land, this would often be in the form of incremental expansions to
accommodation units by owners.

48

Ghana Statistical Service (2017). Ghana Living Standard Survey 7.
Oxford Business Group (2020). Ghana is addressing the housing deficit by supporting the construction of affordable
homes and easing access to mortgages. https://oxfordbusinessgroup.com/analysis/narrow-gap-addressing-housingdeficit-increasing-stock-affordable-homes-and-easing-access-mortgages
50 In an ideal situation, national demographic, income, and housing data would provide sufficient statistical bases to
generate more accurate and current profiles of household distribution (rural / urban / large cities); income distribution;
tenure and housing conditions. An important part of CAHF’s work is to assist to collate and analyse existing information
on a country, in order that a clear data agenda is developed clarifying what data is available, and what data and
information is not yet generated in a statistically robust way that is important for understanding and optimizing Ghana’s
housing sector policy and economic activity. CAHF’s Ghana research agenda is focused on generating an understanding of
what data does exist, and on starting the process of analyzing this data in a more useful way for policymaking. See:
http://housingfinanceafrica.org/projects/a-housing-finance-data-agenda-for-africa/
49
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•

Informal incremental owner-building: Owner-building of accommodation using either formal or
informal sub-contractors, or their own labour. This would require such households to obtain title to
land, or alternatively to build on land over which title is not held. Such accommodation is normally
developed incrementally over a number of years.

•

Formal accommodation rental or purchase: The purchase or rental of formally-constructed housing
stock from public and private developers and building contractors. This would also include rental or
purchase of accommodation from employer housing programmes. Finally, this would also include
formally constructed apartments being released for purchase and rental by formal developers and
landlords.

While accommodation affordability is not necessarily directly proportional to household income, in the absence
of detailed statistics on levels of housing expenditure, household income distributions offer a useful proxy.
Figure 16 below shows the distribution of Ghanaian households according to urbanisation status (rural, urban
(excluding major cities) and major cities) in 2018 and household income categories (measured in PPP$), based
on CGIDD (2019) data.51 The escalating transition from a rural to an urban society is clear from this Figure, as is
the higher-income profile of households in urban areas in relation to rural areas, as well as in large cities in
relation to other urban areas - a common trait of developing economies.
Figure 16: Ghana’s rural, large city and other urban household incomes in PPP$ per annum (2018)

Source: CGIDD (2019). Income categories are as included in CGIDD base dataset, and are shown for 2018.

Figure 17 below shows a representation of all households in Ghana in 2018, showing the 44 percent (3.32 million
households) that are rural on the left, and the 56 percent (4.22 million households) that are urban (including
both households in major cities and other urban areas) on the right. Using the household income distribution
from Figure 2, the actual distribution of urban (in orange, combining both large and other urban households)
and rural (in blue) households per income group are shown superimposed on this pyramid. This distribution
clearly shows the larger number of middle- to lower-income households, which is a positive indicator for
housing affordability. In addition, comparing the rural and urban distributions, there are higher proportions of
higher-income households in urban areas. Again, in general, this is a positive potential for housing affordability
in urban areas in Ghana.

51

Canback Consulting (2019). Canback Global Income Distribution Database (CGIDD).
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Figure 17: Ghana’s household income distribution pyramid (2018)

Household Income
US$ PPP & GHS
Per month

Rural Households
(per income group)

Rural Total
= 44%
3.32-m households

Urban Households
Urban Total
(per income group)
= 56%
4.22-m households

208 309

682 151

723 577

1 282 379

1 044 718

1 126 153

963 608

598 935

308 913

138 019

GHS 4 702 / $3 000+

GHS 3 134 / $2 000

GHS 1 567 / $1 000
GHS 784 / $500
GHS 392 / $250

1.5-m 1.0-m 0.5-m

0.5-m 1.0-m 1.5-m

Households (No.)

Source: CGIDD (2019) household income data recategorized into standard household income categories based on PPP$.

Moving from this household income profile, we can now look at approximate affordability for housing. This
requires certain assumptions to be made about household expenditure on housing, and access to and prevailing
terms of housing finance. In Table 3 below, we use CAHF’s online Housing Affordability Calculator52 to generate
approximate housing affordability using prevailing mortgage terms in Ghana in September 2019. This
calculation assumes a 34.0 percent interest rate, a 15-year loan term and a 20 percent down payment. Note
that while we calculate mortgage finance affordability across the household income profile, this is a theoretical
calculation. At lower income levels, access to mortgage finance is very unlikely and prohibitively expensive.
Even at higher income levels very few Ghanaian households have access to mortgage finance. Most lower
income households build incrementally, using savings and possibly small loan financing or loans from family
members. Table 2 also indicates the small loan size which would be affordable to each income segment,
assuming a five year term and an interest rate 10 percent higher than the mortgage rate.

52 See http://housingfinanceafrica.org/documents/calculating-mortgage-and-housing-affordability-in-africa/

This
calculator assists to calculate housing affordability using household incomes and prevailing mortgage terms for a specific
country.
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Table 3: Ghana’s household income distribution pyramid (2018)
Monthly
Household
Income
PPP$53

Monthly
Household Income
(GH¢)
PPP$ conversion

PPP$3 000

GH¢ 4 701

GH¢ 1 175

$ 32 872

$28 358

PPP$2 000

GH¢ 3 134

GH¢ 784

$ 21 974

$ 18 905

PPP$1 000

GH¢ 1 567

GH¢ 392

$ 10 957

$ 9 453

PPP$ 500

GH¢ 784

GH¢ 196

$ 5 479

$ 4 726

PPP$ 250

GH¢ 392

GH¢ 98

$ 2 739

$ 2 363

Income Spent on
Housing (25%)54

Mortgage
Affordability @ 34%
interest over 15
years55

Small Loan
Affordability @ 44%
interest over 5 years

Source: CAHF Housing Affordability Calculator. PPP$ to Ghana New Cedi (GH¢) = 1.567

This table shows that even amongst the top ten percent of household income earners that earn above PPP
$3 000 per month, given Ghana’s high interest rates (34 percent) and relatively low tenor (15 years), a household
earning PPP$3 000 (GH¢ 4 701 equivalent) and spending 25 percent of this household income on mortgage
repayments could at maximum afford a $33 000 mortgage.
Considering the high cost of credit in Ghana under current conditions, it is not surprising that only around a
quarter of households use loans of some form to finance housing, and that most of these are personal or small
loans. Under these financial conditions, relying on savings and limited small loans to finance incremental
construction is the logical solution. This makes clear the need for a more stable financial sector that is able to
offer lower interest rates, longer terms and improved access to housing finance to Ghanaian households.
Figure 18 shows the approximate cost of housing affordable to households across the income distribution,
using the prevailing mortgage parameters for Ghana. These product affordability points (highlighted in yellow)
are then correlated against approximate product types that could be afforded by Ghanaian households under
current market circumstances.

53

Household income profiles in PPP$ are taken from CGIDD (2019). PPP$ is converted to GH¢ from PPP$ using the
International Finance Corporation’s PPP conversion tables.
54 Note that Ghana’s National Housing Policy considers “affordable” to be 30 percent of household income spent on
housing. CAHF however believes that 25 percent is a better proxy.
55 These affordability estimates are taken from CAHF’s online housing affordability calculator. In Ghana, a monthly
income of US$ 3 000 could afford a US$ 32 872 house, assuming 34.0 percent interest rate and a 15-year loan term and a
20 percent down payment (affordable to 16 percent of households). A monthly income of US$ 2 000 could afford a US$ 21
914 house (affordable to 9.4 percent of households). A monthly income of US$ 1 000 could afford a US$ 10 957 house
(affordable to 25.5 percent of households). A monthly income of US$ 500 could afford a US$ 5 479 house (affordable to
55.9 percent of households). A monthly income of US$ 250 could afford a US$ 2 739 house (affordable to 74.9 percent of
households).
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Figure 18: Ghana’s housing affordability pyramid (2018)

Household Income
PPP$ PPP & GHS
(per month)

Rural
= 44%
3.32-m households

Urban
Housing Affordability
= 56%
(PPP$)
4.22-m households

GH¢ 4 702 / PPP$3 000+

PPP$33 000

GH¢ 3 134 / PPP$2 000

PPP$22 000

GH¢ 1 567 / PPP$1 000

PPP$11 000

GH¢ 784 / PPP$500

PPP$5 500

GH¢ 392 / PPP$250
1.5-m 1.0-m 0.5-m

0.5-m 1.0-m 1.5-m

Households (No.)

Source: CGIDD (2019) household income data recategorized into standard household income categories. CAHF Housing
Affordability Calculator, own calculations.

While the above demand profile for housing indicates that Ghana’s urbanising population does have some
affordability for housing, currently the structure and conditions in the financial sector provide too little support
to substantially drive effective demand for housing. This results in very few mortgages being approved
(primarily to high net worth individuals or the highest income earners, and exacerbated by the severe limits on
property-based collateral due to a lack of clear and transferrable property title).56 Currently, there is little
information regarding the number of residential mortgages in Ghana. However, CAHF (2019) indicates the total
portfolio size of outstanding residential mortgages is US$747.3 million. Using an estimated mortgage size of,
say, US$49 000 this would imply a total number of loans of around 25 000. For a country with 4.2 million urban
households, this means less than one percent of urban households have accessed mortgage finance for
housing.
With limited access to (and little motivation to use) mortgage finance, many households, where possible, opt
for a cash purchase arrangement where (for instance) a 40 percent down payment is made before construction
starts, another 40 percent when construction reaches roof level, and final payment on completion.57 A limited
(yet growing) portfolio of microloans being applied to housing offers some respite to lower-income households,
but, due to high interest rates, even these loans are expensive in the context of other more stable housing
sectors across Africa. SACCOs are increasingly assisting members to mobilise land, finance and housing for
their members, yet this is a relatively new movement. For now, Ghana’s very volatile and thin housing finance
56

While mortgages of different types exist in the market, including products for home purchase, home improvement or
completion and equity release mortgages, all of these combined are yet to make a substantial impact on housing
development.
57 Damax Estates (2018). 1 Bedroom Detached – Small Plot Size [55ft x 60ft] quoted in CAHF (2019 -forthcoming).
https://damaxestatesgh.com/property/1-bedroom-detached-small-plot-size-55ft-x-60ft/ (Accessed 28 August
2019)
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sector offers little respite outside of limited, expensive and short-tenor housing for a small proportion of houses
over which secure title can be guaranteed – let alone opportunity – to households wishing to build or buy
affordable housing.
Having considered the relatively low levels of household affordability for housing, and the limited access to
housing finance instruments that would enable households to mobilise resources to access housing, we now
look at the current supply of housing in Ghana. While limited accurate data exists, indications are that formal
housing developers only complete around 4 500 formally constructed accommodation units per annum.
According to CAHF (2019),58 the cheapest price for a newly built 55m2 one-bedroom single family house in 2019
was approximately GH¢108 800 (US$20 000). But, in 2017 the Ghana Real Estate Developer Association
(GREDA) reported that the least expensive house available on the periphery of Accra cost between US$55 211
and US$67 633. The housing cost benchmarking for Ghana (see section 3) shows that the full cost of a 35m 2
conventionally constructed, mortgageable housing unit costs just under US$44 000. We estimate a 25m2
starter unit to cost in the region of US$38 000, still above the current affordability of a Ghanaian household
earning PPP$3 000 per month (and therefore affordable to around 16 percent of urban households). The most
likely cause of the discrepancy between the lowest cost house provided and the cost benchmarking costs is that
where houses are constructed in Ghana, often they are subject to specific financial dispensations or benefit
from levels of subsidisation, such as through the provision of serviced land.
With these realities of household incomes, and housing and housing-finance costs, it is no wonder that “housing
affordability is a key issue in Ghana and a major focus of current policy debate”.59 Ultimately low affordability,
limited access to housing finance and very limited delivery of affordable housing means that most households
have to incrementally build housing using savings or materials stockpiling, should they be able to access land
on which to build. If access to, or ownership of, land is not an option, most households must continue the
practice of compound living with relatives, or renting from private landlords. So bad is the housing situation,
that there are indications that even renters are at times required to build their own accommodation on
landlords’ property, in exchange for a ‘rent holiday’ or are often required to pay between one and three years’
rental upfront. Incremental housing development will remain the pervasive housing delivery mechanisms in
Ghana for the foreseeable future, with well over 90 percent of all accommodation being built this way.
It is critical that Ghana’s household incomes continue to grow, and that the country’s finance sector generally
and housing finance sector specifically is stabilised and developed over time to offer greater opportunities to
households to improve upfront affordability for housing. Further, the housing sector must urgently implement
core aspects of the 2015 National Housing Policy that will result in improved access to affordable land, and less
expensive accommodation options for Ghana’s lower-income households. The plan to build 250 000 units per
annum through the Government Affordable Housing Project Initiative is ambitious and important in starting a
sustainable housing delivery process, albeit that this initiative will also have to resolve the three legs of housing
effective demand discussed above. However, it is equally important to recognise the very important role that
the informal, incremental housing development sector plays in building houses for ownership and rental. No
housing strategy will be complete without pro-actively seeking ways to enhance the productivity of householdlevel developers and the local economies and skillsets that they rely on.

5. Exploring macroeconomic impacts of residential housing
construction and rental activities in Ghana
Understanding the economic contribution of a particular sector and its links with different sectors of the
economy in relation to its “upstream” intermediate inputs is a useful tool for identifying and quantifying key
dependencies, risks, threats and opportunities facing that sector. This in turn assists to inform policy.

5.1 The theory of housing economic value chains
An economic value chain describes the linkages and quantifies the economic value creation in an economy
arising from a specific type of activity. Producing residential housing involves construction value-adding
activities (digging and laying foundations, bricklaying, plastering carpentry, plumbing, electrical, tiling, roofing
58

Centre for Affordable Housing Finance (2019). Housing Finance in Africa Yearbook: 10th Edition – 2019.
http://housingfinanceafrica.org/resources/yearbook/
59 Ibid.
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etc), while housing rental incorporates real estate and a range of other value adding services. The Housing
Economic Value Chain (HEVC) describes the extent to which developers, contractors and households add value
to the economy during the process of building, improving and renting houses through the addition of their
intellectual property, management and skills (reflected in labour remuneration), and payment of rents and
interest, and generation of profits (collectively termed the gross operating surplus). (See Annexure C for a
conceptual overview of the Housing Economic Value Chain).
In order to engage in these value-adding activities, contractors and lessors need to purchase material and
service inputs from other “upstream” sectors of the economy. The HEVC sets out what raw materials,
manufactured goods and services (intermediate inputs) are required to support housing construction and rental
activity, and where these are sourced from. The combined impact of the value-adding activity in housing
construction and rental and the purchase of intermediate inputs in support of those activities constitutes the
direct impact of those activities.
The sum of the value of intermediate inputs purchased from upstream sectors and the value added in the
housing construction and housing rental sectors, adjusted to include the net value of any indirect taxes imposed
on these activities less any subsidies provided, represents the value of domestic production (output) of new
housing stock and housing rental services in a particular period. In other value chains, the value of domestic
production may be supplemented by imports of those products and reduced by exports. However, the nature
of the products in the HEVC means that they are generally not internationally tradeable and must be supplied
in the same location as they are “consumed”, i.e. in Ghana.
The output of the HEVC is used to meet the demand from different consumer groups. The value of constructed
houses is classified as gross fixed capital formation because houses form part of the fixed capital stock of the
country. Payments for the rental of accommodation are classified as household consumption expenditure. Both
gross fixed capital formation and final consumption expenditure by households constitute parts of final demand
in the economy.60 If – on a common pricing basis – the value of additional housing constructed in a particular
period exceeds that which is “consumed” through use or destroyed, then the value of the country’s housing
stock increases, implying more households can be housed, and/or that there are qualitative improvements in
the housing that people are already accommodated in. All other things remaining the same, this should
contribute to an increase in the productive capacity of the economy as a whole.
The suppliers of intermediate inputs into the housing construction and housing rental value chains each have
their own unique value chains that support the production of those inputs. The activity stimulated in these other
“upstream” sectors as a result of the activities within the HEVC constitute the indirect impact of those housing
construction and rental activities. However, this is not the end of the impact that residential construction and
rental have on an economy.
The direct and indirect impacts of the HEVC generate factor incomes for the owners of the production factors
that are used in these activities. This consists of the labour remuneration, interest and rental payments made
by the production entities, and any profits generated through these direct and indirect activities. These income
streams form part of household incomes and when they are spent on products that households typically
consume (such as food, clothing, household appliances, education, health care, personal services and even
housing itself), they generate an induced impact in value chains that may have no discernible link to either
housing construction or housing rental. The sum of the direct, indirect and induced impacts of housing
construction and rental activities in an economy constitute the economy-wide impact of those activities as
reflected in Figure 19.

60

In many value chains, varying portions of the production available to satisfy domestic demand may be purchased as
intermediate inputs into other value chains and production processes. This is regarded as intermediate demand. All of the
output of the HEVC is used to satisfy final demand.
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Figure 19: The different impacts of a sales stimulus on the economy

Source: Keith Lockwood.

The ability to estimate these various impacts in any economy with some degree of accuracy depends largely on
the accuracy and availability of relevant data. The linkages between the production of a particular product (such
as a house) and other industries in an economy is usually captured in a supply and use table (SUT), a social
accounting matrix (SAM) or input-output (IO) tables. While some countries have the necessary data to
construct quite detailed SUTs (or their equivalent), in other countries data availability and quality is poor and
SUTs have either not been constructed at all, or exist only at a very high level with limited disaggregation into
a range of products. Although Ghana has a relatively recent SAM for 2015,61 our analysis raises some questions
about its usefulness in relation to housing construction and rental. These, together with our response, are dealt
with in greater detail in the box below relating to data requirements.

61

Ghana Statistical Services (2016). Social Accounting Matrix for Ghana, 2015.
http://www.statsghana.gov.gh/nationalaccount_macros.php?Stats=NDQ4NjU0MTQ2LjQwMDU=/webstats/qs2rp9o70r
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DATA REQUIREMENTS AND CHALLENGES
Analysing the scale and composition of the housing construction and rental markets requires data. The
composition of intermediate inputs, gross value added and the gross output of a particular activity can
usually be derived from a relatively comprehensive Supply and Use Table (SUT) or Social Accounting Matrix
(SAM). This typically provides an indication of the split between intermediate inputs and GVA, the sector
composition of intermediate inputs, and the value added by labour and capital at the level of the whole
construction and real estate sectors. The scale of investment in housing and of household spending on rents
is typically derived from the national accounts. Housing may be expressly stipulated as a component of gross
fixed capital formation, while household expenditure on rents is usually derived by applying a spending
weight from the Consumer Price Index to the aggregate for final consumption expenditure by households.
The figure below shows the various elements of the HEVCs and the typical sources of data used in their
construction.

As has been noted, Ghana has a relatively recent SAM for 2015 that guides the estimation of their national
accounts. It is a matrix that was developed under a collaboration between Ghana Statistical Services (GSS),
the Institute of Statistical, Social and Economic Research (ISSER), and the International Food Policy Research
Institute (IFPRI) and is described as a National SAM with a standard 58-sector Nexus structure. The 58
“sectors” comprise a range of agricultural, mining and other “commodities” (the output of production
processes) that serve as inputs into 58 different “activities” (essentially the production processes involved in
producing each commodity) as well as to various households. Labour and capital inputs into each activity are
also quantified, and provision is also made for transport costs and taxes. We initially attempted to use this to
determine the ratio of intermediate inputs and gross value added in the housing construction sector to
housing output, as well as to estimate the sector composition of intermediate inputs and the factor income
composition of the gross value added in housing construction. However, this gave rise to significant
anomalies that are inconsistent with our understanding of housing construction activities. The most notable
of these were:
i)

The ratio of intermediate inputs (the materials and other inputs used to construct a house) to
output was exceptionally low (26 percent); and its reciprocal (the ratio of GVA to output) was very
high (74 percent).
In other African countries that we have studied (South Africa, Kenya, Rwanda, Uganda, and
Tanzania), the ratio of intermediate inputs to housing output has ranged from 56 percent in Kenya
to 69 percent in South Africa. Of the countries studied, Nigeria had the lowest ratio (42 percent),
but this was based on fairly dated studies that were subject to potential distortions because they
straddled the re-basing of Nigeria’s national accounts.

ii)

According to the 2015 SAM, more than 95 percent of the intermediate inputs into the construction
sector were sourced from secondary sectors and there were almost no inputs (0.3 percent) from the
tertiary sectors. This is inconsistent with other countries studied where tertiary sectors typically
contribute between 8 and 41 percent of intermediate inputs.
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iii)

The SAM only accounts for indirect taxes and subsidies at the aggregate (national) level. It does not
isolate the quantum of indirect taxes at the level of each of the 58 activities included.

iv)

The SAM only accounts for imported intermediate inputs at the aggregate level. It does not provide
an indication of the import leakage associated with intermediate inputs in respect of each of the 58
activities included.

Fortunately, this study incorporates a fairly comprehensive housing construction cost-benchmarking analysis
(Section 4) that provides detailed information on housing construction in Ghana that is similar to what would
be required to construct a SUT. We have used information from this study to inform the HEVC analysis –
specifically in relation to the split between intermediate inputs and GVA in total output, and in relation to the
sector composition of intermediate inputs. However, since the cost benchmarking analysis is focused on
formal housing provision only, we determined the composition of GVA using the SAM data – which appears to
incorporate informal activity more effectively.
Although Ghana has a composite VAT rate of 15 percent, the effective VAT rate is substantially lower than this
at around 5.4 percent. This is – in part – a reflection of the high levels of informal activity in Ghana. We have
therefore used this average effective VAT rate to determine the share of indirect taxes (net of subsidies) of
GVA at market prices.
In order to estimate the import leakage associated with imported building materials used in housing
construction, we undertook a detailed analysis of Ghana’s international trade in 44 different building material
product categories. Since these materials are also used in other forms of construction (non-residential
buildings and civil works), we apportioned the aggregate value to housing construction on a similar basis to
that used to estimate the aggregate value of expenditure on housing. At the national level, imports accounted
for 38 percent of domestic demand for building materials in 2018. Our estimates suggest that imports
comprised almost 28 percent of intermediate inputs into housing construction.
While there is some data to indicate that total construction accounted for 54 percent of gross fixed capital
formation, we could not find any data to indicate the share contributed by housing construction. We have
therefore assumed that housing construction accounted for 25 percent of total gross fixed capital formation
in 2018. This is much higher than South Africa (currently around 10 percent of gross fixed capital formation)
but a little lower than the 29 percent of Uganda. It is also similar to assumptions we have made about other
countries that do not publish a breakdown of gross fixed capital formation – such as Tanzania.
We encountered similar challenges in relation to the housing rental economic value chain, but in this instance
we were unable to refer to an equivalent to the housing construction cost benchmarking analysis for guidance.
We have therefore used the 2015 SAM to determine the composition of output, intermediate inputs and GVA,
but caution that the split between intermediate inputs and GVA is not consistent with the other African
economies that we studied. Whereas in those countries, intermediate inputs into housing rental output were
typically quite low (ranging from 4 percent in Rwanda to 30 percent in Nigeria), in Ghana intermediate inputs
– according to the 2015 SAM – comprised 55 percent of real estate output. This is even higher than South
Africa, which is perceived to have a larger, more formalised housing rental market, and where intermediate
inputs contributed 43 percent of total rental output.
In the absence of a specific weight in the CPI for actual rents paid, we have assumed that this is equivalent to
half of the total weight for housing, electricity, water and fuel, which translates into 5.11 percent of total
household consumption expenditure. This is similar to the share in some countries that we have studied such
as Uganda where rents paid comprised 5.234 percentage points of the total weight for housing, electricity,
water and fuel of 11.94 percent
If housing construction’s and housing rental’s potential to contribute to Ghana’s economy is to be realised – as
outlined in this paper - then accurately tracking their respective contributions to the economy over time should
be a priority. The number, and range of assumptions that were required to construct these housing value
chains undermines their value and limits their potential to assist in formulating policies that are consistent with
achieving optimal outcomes. If Ghana wishes to prioritise the housing sector, it will need to allocate resources
to eliminating the existing data gaps and improving the quality of available data. This will require that
published national accounts estimates of gross fixed capital formation include a breakdown by type of asset
so that national expenditure on residential buildings is shown separately, and that the weight reflecting
household expenditure on housing rents is determined and published. It will also be necessary to improve
understanding of the linkages that exist between these activities and other sectors of the economy by
addressing the concerns raised in relation to the 2015 SAM.
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It is also necessary to recognise that the pace of structural change in Ghana’s economy is accelerating. If it is
to be useful to effective decision-making and policy formulation, official data needs to reflect these changes.
To do so accurately and timeously will require more frequent iterations of surveys aimed at identifying and
quantifying the extent of these shifts, the rapid analysis of the data that arises from such processes, and the
publication of the results. Specifically, Ghana needs to develop and publish a more comprehensive SAM/SUT,
undertake regular household income and expenditure surveys in order to improve the quality of their data and
the accuracy of their national accounts, and more effectively monitor developments in the housing sector. As
housing ownership patterns change, it will also be useful to include estimates of imputed rents in the published
CPI weights.

5.2 The housing construction value chain in Ghana
Producing residential housing involves construction value-adding activities that are typically coordinated and
undertaken by construction contractors, who may be formal or informal entities, or by owner-builders. In our
discussion of population demographics above, we estimated that between 2020 and 2025, Ghana will need to
accommodate between 203 000 and 232 000 additional households each year. Since Ghana Statistical Services
(GSS) does not publish time series data reflecting residential building plans passed and buildings completed at
the national level, it is not clear what proportion of these houses will be produced formally.
The intermediate inputs needed for building housing are sourced from many different sectors of the economy.
Some inputs, such as timber, sand, stone and lime are sourced from the primary economic sectors, while others
such as window frames, doors, roof trusses, cement, bricks, ceiling boards, roof sheeting, reinforcing bar, nails,
screws, plumbing fittings etc. are procured from secondary sectors. In addition, a number of service inputs such
as transport, financial services, architectural and legal services also need to be purchased by those engaged in
constructing a house.
As has been noted, Ghana’s national accounts do not currently reflect any breakdown of the aggregate
estimate of gross fixed capital formation by type of asset published in the GDP via the expenditure method
estimates.62 However, the 2015 SAM indicates that in 2015, the value of construction output was equivalent to
54 percent of gross fixed capital formation (GFCF). We have assumed that housing construction accounted for
25 percent of total GFCF (just under half of total construction output).
The Housing Construction Economic Value Chain for Ghana is shown in Figure 20. It indicates an output of
around GH¢10.7 billion (US$2 323 million) in 2018, of which 46 percent (GH¢4.9 billion/ US$1 070 million) was
made up of value added during the house construction process, and 54 percent (GH¢5.7 billion/US$1 254
million) was intermediate inputs purchased from other sectors of the economy.
The intermediate inputs were sourced from primary sectors (2 percent), secondary sectors (79 percent) and
tertiary sectors (19 percent). It is estimated that 27.8 percent of the value of intermediate inputs were imported
– which is lower than the national average for imports, but higher than most of the other countries we have
studied.63 It should be noted that this percentage share is materially affected by the assumptions made relating
to a) the share of total construction contributed by housing construction and, b) the ratio of intermediates to
total output in housing construction. A detailed analysis of the trade relating to building material inputs is
included in section 5.2.2 below.
The value added during construction was estimated to comprise labour remuneration (12 percent), gross
operating surplus (83 percent) and net indirect taxes less subsidies (5 percent). All this output is classified as
gross fixed capital formation.64

62

Ghana Statistical Services (2019). Gross Domestic Product Expenditure Approach Provisional.
http://www.statsghana.gov.gh/nationalaccount_macros.php?Stats=MzE2Njk3MDQ0LjUxOA==/webstats/q4q76srp20
63 An analysis was conducted of Ghana’s international trade in 44 building material product categories using UN Comtrade
data. The total value of imports for these categories in 2018 was apportioned to housing construction using the estimated
ratio of the value of dwelling construction to total construction.
64 It has been assumed that net inventory changes reflecting work in progress at year end are not significant.
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Figure 20: Estimated economic value chain for housing construction in Ghana in 2018

Source: Calculations by Keith Lockwood based on information from GSS (2016 and 2019), CAHF (2020), and own calculations.

The estimated value of intermediate inputs into housing construction was equivalent to 1.9 percent of Ghana’s
GDP in 2018, while the direct contribution to GDP arising from construction related activities was 1.6 percent.
This means that the value of housing construction output was equivalent to 3.5 percent of GDP in 2018, which
is higher than South Africa and Nigeria, but lower than Kenya, Rwanda, Uganda and Tanzania.
The ratio of intermediate inputs to value added gives rise to a direct impact mutiplier of 2.17, which implies that
for every GH¢1 spent of construction activities, a further GH¢1.17 will be spent on purchases from “upstream”
suppliers. When the leakage associated with imported intermediate inputs is taken into account, the direct
impact multiplier drops to 1.85. These figures indicate that housing construction provides an important
stimulus to numerous other sectors of the economy. This impact would be even greater if account was taken of
the indirect and induced impacts associated with housing construction, and would also rise if Ghana was able
to reduce its dependence on imported intermediate inputs through appropriate industrialisation interventions.

5 . 2 . 1 E m pl o y m e n t i n ho u si n g c o n s t ru c t io n i n Gha n a
There are two sources that provide some indication of levels of employment in the construction sector as a
whole. The first is GSS’s 2015 Integrated Business Establishment Survey (IBES) that assesses the number and
legal nature of businesses in Ghana. It includes estimates of the number of people “engaged” by each type of
legal entity, and estimates that there were 87 872 people employed in construction in 2015. This represented
2.6 percent of total “formal” employment65 of 3.383 million.
The second source of data on employment in construction is GSS’s 2015 Labour Force Report that estimated
that 316 368 people were employed in construction in 2015. The first source provides some proxy for formal
employment, while the latter indicates total employment. It can therefore be inferred that the difference
between these two estimates provides some indication of informal employment in the whole construction
sector. In 2015, this amounted to over 228 000 people.
Although there is no data on employment involved in housing construction specifically, it seems likely that
formal employment will largely be associated with the construction of non-residential buildings and civil
construction works. By contrast, informal employment is likely to be more prevalent in housing construction.

65

Although the 2015 IBES does not describe the people employed by the businesses surveyed as being formally
employed, we have inferred this based on the fact that the businesses surveyed are described in formal terms and are
largely registered entities.
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If employment in housing construction is apportioned based solely on housing’s share of total construction
value added (46 percent), then it could be estimated that in 2015, around 146 000 people were employed (both
formally and informally) in housing construction. However, if it is assumed that only 10 percent of formal
employment and 75 percent of informal employment was engaged in housing construction, then this estimate
would be closer to 180 000.
Figure 21 reflects the breakdown of formal employment in construction by legal entity in 2015. It indicates that
65 percent of formal employment was by private limited companies, with sole proprietors accounting for 27
percent. Relatively small proportions of people were employed by partnerships (3 percent) and statutory bodies
(2.4 percent) This suggests that in the formal arena, construction activities are dominated by larger companies,
but as noted, these companies are likely to be relatively more focussed on large-scale housing projects and
other forms of construction (non-residential buildings and civil works). Contractors that construct individual
units or smaller complexes are more likely to be sole traders and partnerships while most informal workers
probably support owner-building activities.
Figure 21: Employment of people in construction by type of legal entity in 2015
Public limited
company
1230
2%

Statutory
2109
2%

Other government
institutions
1054…
NGO
88
0%
Associations
88
0%

Private limited
company
57205
65%

Sole proprietorships
23550
27%

Partnerships
2636
3%

Source: Ghana Statistical Services (2015). Integrated Business Establishment Survey.

5 . 2 . 2 G ha n a ’ s i n t e rn a t io n al t ra d e i n b u il d i n g m ate ri a ls
The housing construction economic value chain shown in Figure 20 indicates that more than half the value of
housing output consists of intermediate inputs and that 79 percent of these are sourced from secondary sectors.
Intermediate inputs comprise both building materials and services. To the extent that material inputs – which
range from sand and stone aggregate to cement, window and door frames and plumbing and electrical items –
are sourced locally, housing construction activity stimulates other secondary and primary sectors of Ghana’s
economy. However, our preliminary estimates suggest that a significant proportion of these building materials
are imported from other countries.
In order to analyse the impact of international trade on Ghana’s housing construction sector we undertook a
revealed competitiveness analysis of the country’s trade in building materials, that involved the analysis of
imports and exports of 44 building material product categories between 2013 and 2018. The steps involved in
this analysis are summarised in Figure 22.
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Figure 22: Elements of the revealed competitiveness analysis of Ghana's trade in building materials, 2013 to 2018

The results of the analysis are summarised in Table 4 below.
Table 4: Revealed competitive advantage of Ghana's exports of building materials
Nature of Ghana’s Export Performance Between 2013 and 2018

Number of Product Categories

Product categories in which Ghana had no exports or missing data

9

Product categories in which Ghana gained global market share between 2013 and 2018

15

In a growing global market

10

In a declining global market

5

Product categories in which Ghana lost global market share between 2013 and 2018

20

In a growing global market

12

In a declining global market

8

Total building material product categories

44

Source: www.trademap.org (using COMTRADE data), own calculations.
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Figure 23 indicates Ghana’s trade performance in relation to each of the categories in Table 4. The following
points can be made:
•
•

•
•

Ghana had a trade deficit in all of the categories in 2018, even those in which its exports had been
gaining global market share.
It is encouraging that the country’s gains in global market share were skewed towards product
categories whose global markets are expanding. The exports derived from these product categories in
2018 amounted to US$79 million, compared with only US$6 million in product categories where global
markets are shrinking.
Overall, Ghana lost global market share in more building material product categories (20) than those
in which it gained market share (15). In 2018, the value of exports in categories in which Ghana lost
global market share in growing global markets amounted to US$140 million.
Ghana’s international trade in building materials is highly skewed towards imports. In 2018, it had a
trade deficit of US$471 million in these materials. Exports of building materials accounted for 1.32
percent of the country’s total merchandise exports while imports accounted for 5.86 percent of its
merchandise imports.

Value in 2018 (US$ millions)

Figure 23: Ghana trade in building materials between 2013 to 2018
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Source: www.trademap.org (using COMTRADE data), own calculations.

Table 5 focuses on Ghana’s exports, particularly to Africa. While a significant proportion of the country’s
exports are to neighbouring ECOWAS (Economic Community of West African States), compared to most of the
other African economies that we have studied, Ghana has a more geographically-diversified export base.
Import tariffs on building materials product categories averaged 14.7 percent in 2018, but were higher (15
percent) on product categories in which Ghana gained global market share than on those categories in which it
was losing global market share (13.9 percent). The detailed results of the trade analysis are reflected in
Annexure D.
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Table 5: Ghana’s trade in building materials in 2018

Value of
World
Exports in
2018
US$m

Nature of Ghana’s Export Performance
Between 2013 and 2018

Share of
Total
Merchandise
Exports in
2018

Exports
to Africa
in 2018
US$m

Exports to
ECOWAS
Countries
as Share
of Total
Exports %

Average
Import Tariff
in 2018 (%)

%

Product categories in which Ghana had no exports or
missing data

1

0.00%

1

100%

16.2

Product categories in which Ghana gained global
market share between 2013 and 2018

85

0.50%

74

84%

15.0

In a growing global market

79

0.46%

69

84%

14.7

In a declining global market

6

0.04%

6

93%

15.4

140

0.81%

14

8%

13.9

In a growing global market

140

0.81%

14

8%

12.9

In a declining global market

0

0.00%

0

100%

15.3

226

1.32%

89

37%

14.7

Product categories in which Ghana lost global market
share between 2013 and 2018

Total for building material product categories

Source: www.trademap.org (using COMTRADE data), own calculations.

5.3 Economic activities arising from the letting of residential accommodation in Ghana
The economic impact of the construction activity that arises when a house is built only lasts until the house is
completed. By contrast, the activities associated with the renting of that house (assuming that it is not occupied
by the owner) persist for the lifespan of the building – which will usually be a number of decades. As the stock
of housing in an economy increases to accommodate a growing number of households, so the potential scale66
of economic activity associated with the renting of residential property also increases.
As noted above, Ghana’s published CPI weights indicate that the average Ghanaian household spent 10.23
percent of their total household expenditure on housing, water, electricity, gas and other fuels, but they do not
isolate the share spent only on housing rents. We were also unable to identify any other publications that
showed the composition of real estate value added. In the absence of this data, we have estimated that half
(i.e. 5.11 percent) of the expenditure on housing, water, electricity, gas and other fuels is on rents. This gives
rise to the estimates of total spending on housing rents and related activities shown in Table 6. The value of
this domestic supply has been split into a GVA component and an intermediate input component, using the
composition of total real estate output reflected in the 2015 SAM.
Table 6: The estimated value of housing real estate output and its composition

Component
Total Household Consumption Expenditure
Total Spending on Actual Rents estimated at
5.11% of total household consumption
expenditure
GVA of Housing Rental and Related Activities
Intermediate Inputs to Support Housing
Rental

Estimated Value of Spending on Housing Rents and Composition of
Output
(GH¢ millions)
2013
2014
2015
2016
2017
2018
89 743
4 586

107 874
5 512

125 963
6 437

144 085
7 363

180 222
9 209

216413
11 059

2 064
2 522

2 481
3 032

2 897
3 540

3 313
4 049

4 144
5 065

4 976
6 082

Source: Ghana Statistical Services (2019).

Figure 24 shows the estimated value chain for housing rental activities in Ghana in 2018. It reflects output of
residential rental services of GH¢11 394 million (US$2 485 million), which was made up of intermediate inputs
66

This depends on the relative proportions of home ownership versus renting.
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of GH¢6 278 million (US$1 369 million) and gross value added of GH¢5 116million (US$1 116 million). All of this
output was used to satisfy household demand for rental accommodation. Intermediate inputs accounted for 55
percent of the value of domestic production and GVA the remaining 45 percent.
As was noted above in the box dealing with data requirements, the composition of real estate output in Ghana
is quite different from that of most other African countries we have studied. In other African countries,
intermediate inputs generally make much smaller contributions to real estate output than is suggested by
Ghana’s 2015 Social Accounting Matrix (SAM). In South Africa – which has a more formalised housing rental
sector – intermediate inputs are estimated at 43 percent of output, whereas in Ghana it is estimated at 55
percent. The other countries we have studies range from 4 percent (Rwanda) to 30 percent (Nigeria). It seems
unlikely that landlords in Ghana are adding a substantially greater range of service offerings to their rental
products to account for this large contribution of intermediate inputs to housing rental output. The other
potential explanation for this seemingly skewed composition is that landlords in Ghana are making
substantially lower returns on their letting operations than elsewhere on the continent, i.e. it is not intermediate
inputs that are high, but value added that is particularly low. This may – in part – be explained by the prevalence
of filial letting (renting properties to family members), so the low GVA may represent an implicit subsidy, or
inter-family income transfer.
The SAM indicates that 60 percent of intermediate inputs were sourced from the secondary sectors and 40
percent from the tertiary sectors. After the figures in the SAM were adjusted to incorporate an element of
indirect taxes less subsidies (to move from basic prices to market prices), it is estimated that only 1 percent of
GVA comprised labour remuneration, with 94 percent gross operating surplus and 5 percent net indirect taxes
less subsidies.
This composition is fairly consistent with many of the African countries that we have studied and reflects the
largely informal nature of housing rental activities. Household landlords are regarded as business owners –
rather than employees – and therefore earn profits (part of the gross operating surplus), instead of wages.
As a result of the comparatively high intermediate inputs into housing rental and related activities, the direct
impact output multiplier of 2.23 is higher than all of the other African countries we have studied. This implies
that for every Cedi spent on housing rental, a further GH¢1.23 is spent on intermediate inputs that support that
activity. This multiplier will be reduced when the import leakages associated with these intermediate inputs is
taken into account. However, at this stage we have no basis on which to estimate what the imported
component of these intermediate inputs is.
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Figure 24: Estimated economic value chain for housing rental activities in Ghana in 2018

Note: Available data does not make it possible to estimate the imported component of housing rental activities in Ghana.
Source: Calculations by Keith Lockwood based on information from Ghana Statistical Services (2015 and 2019).

5.3.1

E m pl o y m e n t i n ho u si n g re n t a l a n d rel a t ed a c t i v i ti e s

As with the construction sector, there are two GSS sources that provide some information about the levels of
employment in the real estate sector67 as a whole: the 2015 Integrated Business Establishment Survey and the
2015 Labour Force Report. The former estimates the number of people “engaged”68 by legal entities in the real
estate sector at only 10 410 in 2015, while the latter estimates total employment in the real estate sector in 2015
at just 6 102. Given the scale of informal letting activity, the Labour Force Report number appears too low –
even after taking account of the fact that household landlords are treated as business owners earning profits
rather than employees earning wages.
Figure 25 shows the composition of what may be regarded as formal employment in the real estate sector
based on the type of legal entity of the employer. Private limited companies accounted for almost 71 percent
of total employment, followed by sole proprietorships (21 percent) and partnerships (4 percent). Given the
anomalies in the data, it is difficult to assess what the nature of real estate employment in general, and housing
real estate in particular is. It seems likely that private limited companies are generally larger and are more likely
to be focused on commercial and industrial activities than residential and related real estate activities, when
compared with sole proprietorships and partnerships. However, unlike the case for construction, there is little
indication that these employment figures capture the informal real estate sector, which is likely to be almost
exclusively focused on housing rental and related activities.

67

Real estate activities encompass all activities relating to property owning and letting, the development of real estate
through subdivision into lots, the sale of fixed property, activities of estate agencies, rent collectors, managing agents and
appraisers and valuers, and the sub-letting of fixed property. This includes commercial and industrial property as well as
residential property.
68 The term “engaged’ is used in the IBES report, but it is not a term commonly used in relation to employment numbers. It
implies a less formal arrangement than may be associated with the term employment.

GHANA: ECONOMIC IMPACT OF HOUSING CONSTRUCTION AND RENTAL ACTIVITIES | AUGUST 2020

40

Figure 25: Employment of people in real estate by type of legal entity in 2015
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Source: Ghana Statistical Services (2015). Integrated Business Establishment Survey.

5.4 The combined contribution of housing construction and housing rental-related
activities to Ghana’s economy
Figure 26 reflects the estimated combined economic value chain for Ghana’s housing construction and housing
rental and related activities in 2018. It indicates GVA of GH¢10 020 million (US$2 185 million) and intermediate
inputs of GH¢12 027 million (US$2 623 million) giving rise to combined output of GH¢ 22 047 million (US$4 808
million). Sixty-nine percent of the intermediate inputs were sourced from secondary sectors, 30 percent from
tertiary sectors and only 1 percent from primary sectors. Total intermediate inputs were equivalent in value to
4 percent of Ghana’s GDP in 2018, while the direct GVA contribution was 3.3 percent, giving rise to combined
output equivalent to 7.3 percent of GDP. This is lower than countries such as Tanzania (13.8 percent) and
Uganda (10.4 percent) but higher than South Africa’s 3.7 percent.
The direct impact output multiplier of the combined housing construction and housing rental activities is 2.20
– implying that for every Cedi spent on housing constructions or rental activities, a further GH¢1.2 are spent on
upstream intermediate inputs that support these activities. This multiplier will be reduced when import
leakages associated with intermediate inputs are taken into account.
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Figure 26: Estimated combined impact of housing construction and housing rental and related activities on
Ghana’s economy in 2018

Note: Because we are unable to estimate the import leakages associated with housing rental and related activities, we are also
unable to estimate the combined leakages of housing construction and rental.
Source: Calculations by Keith Lockwood based on available information.

Table 7 shows average per capita GDP (an indication of average incomes before taxes and transfers) at
purchasing power parity, as well as per capita spending on housing construction and housing rental (also in
purchasing power parity terms) for 2018. It indicates that while the average income of South Africans was
substantially higher than the other countries in the analysis, spending on housing construction and rental
exhibited much less variation. In total, per capita spending on housing construction and rental ranged from
PPP$500 in South Africa, to PPP$483 in Tanzania, and PPP$473 in Ghana. In absolute terms, Rwanda (PPP$206)
spent the least, followed by Kenya (PPP$234) and Uganda (PPP$288).
However, a very different picture emerges when these spending levels are expressed as a percentage of average
per capita GDP at PPP, as shown in Figure 27. On this basis, South Africa spent the least (3.7 percent) and
Tanzania spent the most (14.8 percent). Ghana’s spending was equivalent to 7.3 percent of per capita GDP in
purchasing power parity terms. There are also substantial differences in spending on housing construction
relative to housing rental. In South Africa, Ghana and Nigeria, estimated spending on housing rental is greater
than on housing construction, but in the other countries included in this analysis the position is reversed.
Rwanda spent the equivalent of 8.2 percent of per capita GDP on housing construction, but only 1.1 percent on
housing rental.
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Table 7: Per capita GDP at PPP and per capita spending on housing construction and housing rental at PPP
South
Africa
(2018)

Measure
Per Capita GDP at PPP (PPP$)

Nigeria
(2018)

Kenya
(2017)

Rwanda
(2017)

Uganda
(2018)

Tanzania
(2018)

Ghana
(2018)

13 625

7 004

3 502

2 216

2 625

3 273

6 444

Housing Construction (PPP$)

241

193

146

181

190

369

228

Housing Rental (PPP$)

259

234

89

25

98

114

244

Housing Construction & Rental (PPP$)

500

426

234

206

288

483

473

3.67%

6.08%

6.68%

9.30%

10.97%

14.76%

7.34%

Housing Construction & Rental (PPP$)
as share of Per Capita GDP

Source: IMF WEO, country statistics offices, CAHF, own calculations.

Figure 27: Per capita spending on housing construction and housing rental at PPP expressed as a percentage of
GDP per capita at PPP

Share of Per Capita GDP in Purchasing Power Parity Terms
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Source: IMF WEO, country statistics offices, CAHF Housing Economic Value Chain calculations.

While these results suggest relative under-investment in housing in some countries, they are almost certainly
influenced by the levels of urbanisation and the relative growth rates in urban and rural populations. In Ghana,
Nigeria and South Africa, more than half the population is already urbanised and rates of urban population
growth are generally lower, while in the East African countries in particular, the proportion of the population
that is urbanised is much lower, but urban populations are growing at a substantially faster rate.
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6. Findings and recommendations
Using CAHF’s Housing Economic Value Chain and Housing Cost Benchmarking methodologies, this document
identifies a number of important issues relating to the current performance of Ghana’s housing sector. In this
section, key findings and recommendations focused on improving Ghanaian households’ access to affordable
housing are outlined. These are divided into four specific areas: General considerations; Mechanisms to
improve effective demand for housing; Approaches to improving the cost of housing development; and
Initiatives to enable housing to contribute more significantly to Ghana’s future economic growth and
development.

6.1 General issues
Ghana’s 2015 Housing Policy called for systemic change in Ghana’s housing sector. However, many issues that
are identified in the policy still prevail as key constraints blocking the development and growth of Ghana’s
housing sector. Some important initiatives are underway to address these constraints, including:
•
•
•
•
•
•
•

The National Housing and Mortgage Fund (NHMF) that was announced in 201969 aims to provide
finance for mortgages and housing construction;
The Ghana Infrastructure Investment Fund that aims to leverage its capital with private sector capital
for financing infrastructure housing and slum upgrading projects;
The World Bank-supported Land Administration Project (LAP) that aims to create a centralised land
registry, possibly also using blockchain technology;
The 2018 Ghana Building Code;
The commencement of land banking to improve access to affordable and uncontested land for housing
development;
Initiatives to develop housing public-private partnerships including a scheme involving the Ministry of
Works and Housing, Ministry of Finance and Sustainable Housing Solutions (Ghana) that aims to
construct at least 100 000 affordable housing units and provide mortgage finance; and
The Ghana Real Estate Developers Association (GREDA) being tasked by the President to develop
200 000 housing units per annum.

However, these initiatives are necessary but not sufficient interventions to ensure success and important
structural reform is still required.
The lack of readily available, accurate data is a significant limitation to understanding, analysing and
improving Ghana’s housing sector performance, and this elevates the importance of CAHF’s Data Agenda
Programme for Ghana that is currently in progress. This project identifies and consolidates available sources
of data and information on the housing sector, and begins the process of generating energy and effort around
consolidating, analysing and improving publicly-available data relating to Ghana’s housing sector. The CAHF
team has identified significant reservations in respect to the availability and accuracy of data on Ghana’s
economy generally, and in relation to the housing sector specifically. Specific areas of data concern include:
•
•
•
•

Basic demographic statistics, which provide inconsistent data on household size and numbers of
households. It is noted that the planned 2021 General Household Survey should improve overall
demographic information once completed.
National accounts data seems to under-estimate informal sector contributions to other sectors, and
this shows as a disjuncture between a growing, majority urban population and the relatively low
contribution of the services sector to economic growth.
The Social Accounting Matrix SAM (2015) contains data that seems to contradict our experience in
other countries in respect of the composition of construction and real estate activities, such as in the
ratio of intermediate inputs to gross value added in the construction and housing rental sectors.
Limited, inconsistent construction sector data makes analysis challenging. For instance, there is no
central repository of information regarding the number, types and locations of new housing
development.

See Amankwa, S.E. (2019). Ministry of works and housing meet the press: Government to establish a national housing
and mortgage fund. 15 May 2019. https://allafrica.com/stories/201905160263.html
69
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Ghana has a unique urbanisation and housing trajectory that poses specific challenges that must be
overcome to build a robust and growing housing sector. Ghana is rapidly transitioning into an urban society
(57 percent of the population are urbanised currently) but its housing sector largely relies on its traditional roots.
CAHF’s analysis indicates that Ghana’s level of urbanisation is not converting into strong housing and economic
growth outcomes. Rates of home ownership are low and declining as a proportion of all households (between
2010 and 2017, the proportion of households owning their accommodation decreased by 5.1 percent). Urban
accommodation typologies are dominated by rooms for rent and sharing with relatives in compound housing,
and there are very low levels of conventional housing construction that ensures that well over 90 percent of
housing development is informal. While traditional tenure and accommodation practices have certain benefits
(such limiting the amount of slum housing), Ghana must transition to a more innovative and adaptive housing
approach that can better meet the social, economic and physical requirements for housing set out in its
National Development Plan (2018-2057) and National Housing Policy (2015).

6.2 Improving effective demand for housing in Ghana
“Conventional approaches to the delivery of housing in both the public and private sectors, have also had
limited impact in solving the housing deficit. Only a small proportion of houses delivered have filtered to the
low-income population where the need is greatest. Even in instances where housing schemes were deliberately
targeted at the urban poor, such schemes still remained out of their reach.”70
Ghana’s large and growing housing deficit is exacerbated by low affordability, limited formal housing
development and constrained access to housing finance and must be facilitated by a housing strategy that
rapidly increases the rate of accommodation provision across the housing affordability pyramid.
Household incomes will only be improved by sustained periods of economic growth and development in Ghana.
The sustained growth in per capita GDP over the last few years is a positive indicator for long-term housing
affordability. However, the middle to low-level affordability for housing (especially at prevailing housing
finance conditions) needs a qualified response from government and the private sector that actively identifies
and delivers a range of less-expensive accommodation products at much greater scale. The most important
housing affordability sub-markets are those for products costing from PPP$11 000 to PPP$22 000, comprising
1.1 million urban households and products costing from PPP$22 000 to PPP$33 000, comprising 1.3 million
urban households.
There is a fundamental and growing mismatch between housing supply and demand in Ghana. There are
many references to Ghana’s high housing “backlog”, which is stated as being as high as two million houses.
However, in a country with such significant and fundamental blockages to its housing development, this figure
is an almost meaningless target. It is more useful to rather outline the underlying constraints that must be
addressed if housing construction and rental are to better match the demand and supply of housing in Ghana.
Considering the three key components of effective demand for housing, Ghana has significant challenges in all
of these. Firstly, low household incomes and constraints on housing affordability are a key constraint. Secondly,
limited housing finance availability, along with short terms and high interest rates, constrain households’ ability
to afford completed housing products. Third, few conventionally constructed accommodation units are
available for households to purchase or rent. The affordability pyramid for Ghana indicates that 41 percent of
urban households could only aff0rd housing costing between US$11 000 and US$22 000, assuming they could
access mortgage finance and products were available in that price range. A further 30 percent of households
could afford housing costing between US$22 000 and US$33 000, and only 16 percent could afford housing
costing above $33 000, again, only if such products were available on the market and mortgage finance was
available.
Ghana’s under-developed and unstable housing finance ecosystem continues to constrain the
development of a sound and growing housing sector, and requires significant strengthening, broadening
and deepening. Development, construction and end-user financing are all negatively impacted by structural
deficiencies in Ghana’s financial sector. A small proportion of households have ever borrowed money formally
and there is a very limited portfolio of housing mortgages (US$747.3 million, or an estimated 25 000 mortgage
loans71) that has reached just 0.6 percent of urban households. Housing finance is hampered by unstable
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Ghana Ministry of Water Resources, Works and Housing (2015). National Housing Policy.
CAHF (2019d) could not quantify how many mortgage loans exist in Ghana. However, given experience in other nascent
financial markets in Africa, average mortgage size is likely to be $30 000 or more. Using this figure, we estimate a total
mortgage book of 25 000 loans.
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monetary policy, fluctuating exchange rates and consistently high interest rates that severely limit the ability
to provide longer-tenor, lower-interest, Cedi-denominated housing finance products to more Ghanaian
households. Until Ghana is able to stabilise macroeconomic fundamentals and provide more certainty in its
finance markets, housing finance will remain an option to a very limited number of high-income households.
Government’s engagement in housing in Ghana must be clearly defined and transparent in order that it
opens up the housing sector to multiple local and international developers, rather than a narrow focus on
a few large developers. State engagement in planning, land identification, release and titling is critical to
create a solid platform for development and to regularise the significant difficulties surrounding land titling and
transfer. Similarly, a state role in infrastructure provision is critical if new development is to meet the standards
required in the National Housing Policy (2015). However, release of serviced land by government for housing
and other development could become a major constraint to the large scale development of housing unless it is
carefully planned for, sufficient financing is available, and institutional mechanisms are in place to manage and
sustain service provision in urban areas. This will require careful planning regarding how Ghana applies its
limited financial resources to best drive sustained affordable accommodation provision into the future.

6.3 Housing and the economy
Ghana continues to face significant macroeconomic uncertainty which in turn inhibits the development
and growth of the housing sector. Currency devaluation and exchange rate fluctuations have seen the value
of the Cedi depreciate by 25 percent against the US$ between 2016 and 2019. Furthermore fluctuations in the
oil and gas markets impact Ghana’s overall economic stability. Given the close ties between macroeconomic
conditions and the housing sector, this economic instability continues to hamper the growth and development
of the housing sector. This uncertainty has consequences both by limiting capital investment in the housing
sector, as well as through the constraints it places on the housing finance sector (notably the risk of needing to
hedge exchange rate volatility).
Strengthening Ghana’s housing sector, and specifically its real estate sector, will assist building stronger
upstream linkages with the tertiary sector, specifically finance, insurance, real estate and other property
service sectors. Ghana has an imbalanced economic sectoral distribution in relation to what a strong, resilient
and urbanising developing economy should aim for. While relatively recent oil and gas finds have added
significantly but unevenly to Ghana’s primary sector growth,72 this does not seem to be resulting in secondary
and specifically tertiary economic sector development.73 Ghana’s economy has grown by 25 percent over the
last five years of data (2013 to 2018). The primary sector has contributed 46 percent of this economic growth,
and the secondary sector (including manufacturing, electricity, water and construction) has added 23.5 percent
of five-year growth. The latter is substantially better than South Africa’s secondary sector growth over the same
period. Yet, the contribution of finance, insurance, real estate and business services to five-year growth has
been less than 3 percent. Generally, the tertiary sectors would be expected to develop spontaneously along
with an urbanising population and rising household incomes, but this does not seem to be the case in Ghana.
Ghana’s housing economy must shift from high levels of informality by developing greater levels of formal
economic activity. Currently, 90 percent of businesses are informal, and this accounts for an estimated 43
percent of all economic incomes being earned informally. It is important to note that the informal economy
plays a critical role in property transactions, housing construction and rental activity. This should not be
adversely affected, but rather greater emphasis must be placed on the mechanisms through which formal
economic activity, property transactions, construction and rental activity can be supported and developed.
Administrative systems also require improvements. A formalising economy will assist with the collection and
application of tax revenues. Currently Ghana has a VAT rate of 15 percent, yet effective VAT collection is only
at around 5 percent. Further, at local government level, better approaches to the provision of, and payment for
services is required if a formal, sustainable housing sector is to be encouraged.
Focusing on expanding and deepening the currently limited contribution of housing construction to
Ghana’s economic growth will support initiatives to develop stronger secondary and tertiary sector
economies. Ghana’s housing construction sector could play a greater role in its economic growth. The
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This has not been supported by the significant shifts in the oil and gas price since Ghana became a significant exporter
of these commodities, which in part lead to the collapse of the financial and business sectors post-2016.
73 For instance, whereas South Africa’s tertiary sector contribution to GDP is around two-thirds, Ghana’s is below 40
percent.
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construction sector overall contributes 8.6 percent to GDP but the housing construction component of this is
relatively small at an estimated 3.5 percent. The Ghana Statistical Services estimates that formal housing
supply is 4 500 units per annum, predominantly focused on the upper income groups.74 In relation to other
African countries that CAHF has studied, this is lower than Kenya, Rwanda, Uganda and Tanzania. The direct
impact multiplier of 2.17, coupled with the stimulation of upstream intermediate inputs from the secondary and
tertiary sectors (54 percent of GVA) and Gross value added (46 percent) that directly stimulates employment
creation are important motivations to increase housing production in Ghana.
Ghana’s real estate (rental) sector is calculated to contribute more to GDP than housing construction.
Available economic statistics indicate that Ghana’s real estate sector contributes 3.8 percent of GDP, in
comparison to 3.5 percent for housing construction activity. Given that a majority of residential real estate
markets grow and sustain strong upstream linkages to the tertiary (services) sector of the economy, most
notably real estate, legal, financial and other general property services. Therefore, efforts to strengthen the
level of formality of real estate markets, mostly in the two large cities (Accra and Kumasi) will over time assist
to create better upstream linkages between residential construction, residential real estate and other areas of
the tertiary sector.
From an economic perspective, housing and real estate development must be managed as a specific
economic contributor that gains traction and builds increasing numbers of housing over time. If housing is
to build its economic contribution to Ghana’s economy and assist to grow the secondary and tertiary economic
sectors, it must be unburdened and supported to grow as a unique sector over time, and not be driven by
specific projects or programmes. Economic contributions and employment numbers are only sustainable
through continuous growth, as the construction sector contracts very quickly under adverse operating
conditions. This requires the consistent development of a supportive policy framework, continued and
consistent support from government to local and expatriate developers and contractors in the housing arena,
and finally support that encourages the growth and formalisation of the informal development sector in the
country.
Ghana has the opportunity to capitalise on and grow local manufacture and export of intermediate inputs
into construction. While there is still a trade deficit in building materials (US$471 m in 2018, or 6 percent of
total merchandise imports), Ghana’s current export performance in relation to construction intermediate
inputs is encouraging in relation to other countries studied in East Africa. Ghana’s balance of payments
indicates a higher proportion of export sectors for building materials where Ghana gained market share in
markets that are growing internationally. Strategies that develop local capacity to replace imports should be
considered, as well as continuing to develop and grow construction materials for export. This will enhance
Ghana’s international competitiveness and market share in these areas, which will also indirectly support the
local construction industry generally, and housing construction specifically.

6.4 Housing cost benchmarking
Total housing development costs in Ghana are third-highest out of six countries recently benchmarked by
CAHF (Kenya, Tanzania, Ghana, Uganda, Nigeria and South Africa)75 and have high potential to be
reduced, most notably through the reduction in construction and labour costs. Initiatives that assist to
reduce development costs would benefit all housing construction activity in Ghana. In fact, given the amount
of shared inputs in the construction sector (such as sand, cement and steel), moderating or reducing
construction and construction input costs would benefit the entire construction sector. The cost of the standard
55m2 CAHF house in Accra, Ghana is 9 percent less expensive than the most expensive city (Nairobi, Kenya),
but still 48 percent more expensive than the cheapest city (Pretoria, South Africa). Accra’s total development
cost is 14 percent higher than in Lagos, Nigeria - its neighbour. Considering the major Level 1 cost components
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Ghana Statistical Services. (2014). 2010 Population and Housing Census: Housing in Ghana.
We note that certain costings were analyzed from specific proposed developments in Ghana as a part of this housing
cost benchmarking exercise. We expect that the differentials between these costs provided and CAHF’s calculated costs
will raise some concerns. However, it is not uncommon for this to occur. In our experience in many African cities,
developers looking to implement housing often under-cost certain aspects of housing development, or do not allow for
inputs into housing costs that are partly or fully subsidized by government or state corporate development entities. Most
common examples include the allocation of land, or serviced land to developers by public authorities. While this reduces
the marketing cost of a housing unit (to the end purchaser), it does not mean that land costs and infrastructure provision
costs were not incurred. CAHF therefore elects to estimate every aspect of housing cost overtly, so that the true and full
cost of housing construction can be ascertained and compared across countries and cities.
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Accra, Ghana has the highest total construction cost and compliance cost across the six countries, yet the
second lowest raw land cost after South Africa. Considering the cost of labour and materials, Ghana has the
highest labour costs of all six countries benchmarked, exceeding the second most expensive city (Lagos,
Nigeria) by 7 percent and the least-costly city (Kampala, Uganda) by 119 percent. The cost of intermediate input
materials in Accra, Ghana were third-lowest across the six countries, but still 41 percent more expensive than
the least expensive city (Pretoria, South Africa).
Total development cost differentials between Accra and Kumasi are not significant, with Accra being the
more expensive city (3 percent). However, the benchmarking indicated different pressures on construction
pricing. Labour is on average less expensive in Kumasi, while materials were marginally less expensive in the
inland city. Given the relatively limited distance between the two cities (200 km), this small materials cost
differential is not surprising. There is strong indication that a good building materials supply chain with
sufficient competition to limit price setting exists between Kumasi and Accra. While limited in scale, Ghana’s
intermediate input markets into housing construction in these two cities are relatively well developed.
Securing reasonably priced, well-located and un-contested ownership over land for development is a
major constraint to accommodation development in Ghana. This is indicated by the anecdotal evidence of
widely varying property prices, with less logic between price increments and location than in other African
cities. Reasons for this land price variance include security (un-contestability) of title76, access to trunk
infrastructure (roads, water and electricity mainly, and at times sewer infrastructure too) and location with
respect to industrial areas, the airport and certain existing more upmarket areas. Overlapping land tenure
systems (traditional and modern land tenure arrangements) and lack of registration of title are the major
reasons for title contestation. Historically, traditionally held land was made available at below-market rates,
but the price differential between freehold and traditional tenure seems to be narrowing as demand for land
increases. While it was possible to identify parcels of land that were not considered to be over-priced, it is
difficult to assess whether such land would have uncontested title or not. Therefore, the finding by CAHF that
the cost of land is not necessarily high by continental standards must be weighed against the knowledge of the
deeply flawed and complex land titling and transfer process.
The provision of municipal services is a constraint on sustainable development in Ghana, although the
costs of bulk infrastructure provision are not estimated to be more expensive than other countries
surveyed. Much of Accra and Kumasi lack access to urban infrastructure services (water, sanitation, and
energy). Where trunk infrastructure exists, developers may be able to link to these at reasonable cost, but for
the rest of the urban areas on-site infrastructure provision is required. However, outside of Kumasi and Accra,
very limited municipal infrastructure is provided.

6.5 Conclusions
CAHF’s analysis of Ghana’s housing sector using the Housing Economic Value Chain and Housing Cost
Benchmarking methodologies reinforces a number of important issues that hold back Ghana’s housing sector
from making a more significant contribution to economic growth and social prosperity.
Ghana must ensure its human settlements and housing policies create necessary frameworks for
urbanising households to optimise the economic and social potential from their housing situations. Ghana
is already a majority urban country. Yet, the concentration and growth of households in urban areas (and
specifically in Accra and Kumasi) is currently not being harnessed and developed in respect of the potential
economic dividend urbanisation could play in building Ghana’s housing and related value chains. It is critical
that Ghana embraces fundamental reform in key aspects of its housing system if future urbanisation is to result
in more ordered urban development and greater potentials to grow and develop the economic influence of
housing on the country’s future development. While the 2015 policy sets out a framework for action, too little
has been implemented and limited resources made available that would substantially transform the housing
sector.
Ghana must develop and drive greater levels of formality in its housing and finance sectors in order to
create the platform for improved contributions to economic growth. The high reliance on informal economic
and housing processes has enabled many Ghanaian households to access at least basic accommodation.
However, this informality limits the development of a more robust, formalised housing construction and real
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For example, land prices for farmland on the edge of the urban area of Accra can compete with much better located
land within the city limits, if such farmland has uncontested title.
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estate economy that can offer a safe haven for local and foreign investment in housing construction and rental.
Furthermore, the thin financial infrastructure, and specifically an under-performing housing finance
ecosystem, directly constrains the growth and development of a local housing economy that contributes
significantly to overall economic growth and integrates strongly with the secondary (manufacturing and
construction) and tertiary (services) sector of Ghana’s economy. Ghana’s housing sector can be developed into
a much more significant direct contributor to economic growth, as well as to the creation of strong ties between
the housing sector and upstream intermediate inputs required for development.
A vibrant and growing housing economy is a critical component of a growing economy. It diverts expenditure
into housing assets for all households able to secure title to land. It builds long-term assets for occupation or
for rental, which in turn provide accommodation. The process of constructing housing unleashes strong
economic impacts upstream in the economy, as well as an increase in demand for downstream goods and
services which new housing occupants require. These investments in the fixed capital of Ghana’s economy
become the engines of economic growth, as in developing societies, houses are used for much more than
shelter. They become shelter, they form the base of family life and they are often used as the location of
economic activity. The relationship between a strong housing sector and the growth and development of the
financial sector is also important. Finance hastens the growth of new housing and the upward mobility of
households within the housing sector. This in turn stimulates capital markets and the sophistication of finance
products and services. Finally, a growing housing economy is a contributor of rates and taxes to government,
which in turn contributes to the provision of land, physical and social services. With appropriate understanding
of these interrelationships and the political will to realise these potentials, the growth and development of the
housing sector offers a critical step to Ghana’s social and economic upliftment.
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Annexure A: Housing cost benchmarking overview
An analysis of housing costs in Ghana has been undertaken using CAHF’s Housing Cost Benchmarking (HCB)
methodology. The HCB methodology defines a series of standardized house typologies, creates designs, and
then breaks down the costs for each unit into its component costs. Five levels of cost breakdown are used to
ensure that every aspect of construction that contributes to the cost of a house is defined and captured. This
costing is done in a controlled way with clear assumptions, in order that different elements of the units costed
can be compared against each other, as well as across cities and countries.77 More detail on the Housing Cost
Benchmarking
methodology
can
be
found
on
CAHF’s
website—see
http://housingfinanceafrica.org/documents/using-cahfs-housing-cost-benchmarking-methodology-toanalyse-housing-costs-in-fifteen-african-countries/
Six housing products have been cost benchmarked for two Ghanaian cities: Accra and Kumasi. In order to
compare housing costs across Sub-Saharan Africa, a number of these products has also been costed in six other
African countries in the recent past (South Africa, Nigeria, Kenya, Rwanda, Tanzania and Uganda).
These products are deemed to offer a cross-section of the ‘affordable’ housing market in Ghana and across subSaharan Africa. However, these are not intended to be templates of houses for Ghana’s housing programme,
but rather indications of what can be delivered and how housing costs can be managed in the country. These
include three detached houses (on their own properties), and two multi-storey apartments (one in a five-storey
building and the other in an eight-storey building.
The typologies costed for Ghana are outlined in Table 8 below.
Table 8: Accommodation products cost benchmarked for Ghana (2020)
Simple
Description

Description

Accra

Kumasi

CAHF 55m2
House

55m2 CAHF House – 46 m2 Twobedroom, one bath house with 9m 2
veranda = total 55m2 (2019 prices), on
120m2 plot

H.1 ACCRA CAHF 55m2
2020

G.1 KUMASI CAHF 55m2
2020

45m2
Bungalow

45m2 Bungalow – 40 m2 Two-bedroom,
one bath house with 5m2 veranda = total
45m2 (2019 prices), on 120m2 plot

H.2 ACCRA Formal 45m2
2020

G.2 KUMASI Formal 45m2
2020

35m2
Bungalow

– 30 m2 One-bedroom, one bath house
with 5m2 veranda = total 35m2 (2019
prices), on 120m2 plot

H.3 ACCRA Formal 35m2
2020

G.3 KUMASI Formal 35m2
2020

40 m2 twobedroom 5storey
apartment

240 x in 2 x 5-storey walk-up blocks
(2019 prices), on 6000m2 plot

H.4 ACCRA 5 Storey 40m2
2020

G.4 KUMASI 5 Storey 40m2
2020

40 m2 twobedroom 5storey
apartment

240 x 40 m2 two-bedroom apartments in
2 x 8-storey blocks with lifts (2019
prices), on 4800m2 plot

H.5 ACCRA 8 Storey 40m2
2020

G.5 KUMASI 8 Storey 40m2
2020

65 m2
Bungalow

500 x– three-bedroom, 1.5 bath house on
250m2 plot. Built to normal mortgage
finance standards.

H.6 ACCRA Formal 65m2
2020

G.6 KUMASI Formal 65m2
2020

Detailed specifications and plans for the standard CAHF House (55m2 bungalow - 46m2 two-bedroom, one bath
house with 9m2 veranda = total 55m2 on a 120m2 plot) are given below. Similar details of all six products are
available from CAHF if required.
77

See CAHF (2019). Using CAHF’s Housing Cost Benchmarking Methodology to Analyse Housing Costs in Fifteen African
Countries.
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CAHF HEVC – SUMMARY PRODUCT SPECIFICATIONS – PRODUCT: CO-CAHF RSA GENERIC 55M2 HOUSE IN FORMAL SERVICED AREA_V01_20190327

CAHF HOUSING ECONOMIC VALUE CHAIN – SUMMARY SPECIFICATIONS FOR PRODUCTS COSTED
COUNTRY
PRODUCT

RSA
C0

CITY

JOHANNESBURG

VERSION

V01

DATE

20190327

CAHF RSA GENERIC 55M2 HOUSE IN FORMAL SERVICED AREA (46m2 Two bed, one bath
house with 9m2 veranda = total 55m2)

REF TO
COST
SHEET

ELEMENT/COMPONENT

BRIEF SPECIFICATION

A

LAND – PLOT SIZE

120m2

B1

BULK/TRUNK
INFRASTRUCTURE

Fully connected to all bulk services: Water, sewer, electricity, roads,
transportation and solid waste removal

B2

INTERNAL
INFRASTRUCTURE:

Full reticulation of all services as below by developer

B2.1

Water

Full supply and reticulation by developer

B2.2

Sanitation

Full reticulation and connection to bulk by developer

B2.3

Energy

Full electrical supply and reticulation by developer

B2.4

Access and internal roads

Paved roads and sidewalks with street lighting by developer

B2.5

Stormwater disposal and
sediment control

Kerb inlets and piped storm water disposal system connected to
bulk by developer

B3

Common facilities
provided by developer on
site for all users

N/a

D1, D2

BUILDINGS

46m2 Dwelling with 9m2 covered veranda

Informal shack by owner

N/a

Toilet structure on
serviced site

N/a

Foundations

Reinforced concrete strip footings under walls

Ground floor construction

100mm Thick concrete surface bed wood floated to receive cement
plaster screed, steel mesh reinforced, on damp course membrane
on insect-proofed compacted fill

Structural elements

N/a

Superstructure (walls, etc)

External: 200mm thick load bearing walls of cement maxi blocks;
Internal: 100mm thick non-load bearing walls of cement maxi
blocks

Windows

Frames: Steel residential profile, painted, with solid brass fittings
Glazing: 3mm and 4mm clear and textured obscure glass
(bathroom) as per National Building Codes, fixed with putty

Doors

Frames: Pressed steel rebated frames, painted
External doors: 44mm Thick Solid hardwood single door, varnished
or oiled, with 4-lever mortice locks and chrome plated door
furniture
Internal doors: 40mm Thick hollow-core, hardboard door, painted,
with two-lever mortice lock and chrome-plated door furniture

1
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CAHF HEVC – SUMMARY PRODUCT SPECIFICATIONS – PRODUCT: CO-CAHF RSA GENERIC 55M2 HOUSE IN FORMAL SERVICED AREA_V01_20190327

Roofs – construction and
covering

0.5mm Thick “Fullhard” galvanised steel S-rib (corrugated) long
sheets, unpainted, double pitched roof fixed at 10 degrees on 38 x
152mm timber rafters with ends built into walls.

Roofs – eaves, verges, rain
water goods

Eaves/verges: 10 x 200mm Fibre cement fascias and barge boards,
painted
Rainwater goods: Galvanised sheet iron eaves gutters and
downpipes, painted with precast concrete rainwater channel to
each downpipe

Ceilings

Nailed up ceiling of 4mm Thick fibre cement boards, painted, fixed
on timber brandering, and with glass or mineral wool blanket
insulation as required by NBR for applicable climatic region

External finishes

One coat cement plaster and exterior quality acrylic paint

Internal finishes

One coat cement plaster and interior quality PVA paint. Glazed
ceramic wall tiling in showers and splashbacks above basins and
sinks

Floor finishes

Glazed ceramic tiling fixed with adhesive on cement plaster screeds

Fittings - kitchen

One 1200mm long enamelled steel floor cabinet, with doors,
shelves, one drawer, and single bowl stainless steel sink top

Fittings – built-in bedroom
cupboards/wardrobes

Main bedroom: Melamine-surfaced chipboard three-door built-in
cupboard with doors, shelves and hanging rail
Second bedroom: As above but two-door

Fittings - general

Curtain tracks to windows, toilet paper holder, towel rail, glazed
aluminium shower side panel and door

Plumbing and drainage

Sanitary fittings, taps: One WC suite with flushing cistern and seat,
one basin on pedestal with hot and cold pillar cocks, one shower
set, one kitchen sink mixer, one kitchen wall-mounted stainless
steel wash trough with bib taps
Water supply: 22mm Incoming main, metered, 22 and 13mm
copper tubing to fittings, with all necessary valves, etc
Sanitary waste: 50mmPVC waste pipes, 110mm UVPVC soil stacks
and 110mm PVC underground soil drains with all necessary
inspection and rodding eyes. PVC gulley trap in precast concrete
encasing, with PVC grating

Domestic hot water

Evacuated tube thermo-syphon solar hot water geyser with
integrated 100 litre storage tank, mounted at 26 degrees on steel
stand on roof, with gravity feed

Fire protection

N/a

Electrical installation and
lighting

Wall-mounted distribution board with 60A main circuit breaker,
earth leakage, overload trip switch, stove isolator, 10A and 15A
circuit breakers, pre-paid meter, one single socket power outlet per
bedroom (double in kitchen and living room), one light per room
and one outside light at front and back door

Perimeter security and
access control

N/a (to be provided by owner for own account)

Lifts

N/a

Other

N/a

2
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CAHF HEVC – SUMMARY PRODUCT SPECIFICATIONS – PRODUCT: CO-CAHF RSA GENERIC 55M2 HOUSE IN FORMAL SERVICED AREA_V01_20190327

UNIT PLANS:
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CAHF HEVC – SUMMARY PRODUCT SPECIFICATIONS – PRODUCT: CO-CAHF RSA GENERIC 55M2 HOUSE IN FORMAL SERVICED AREA_V01_20190327

4
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Annexure B: Housing cost benchmarking detail
CAHF’s Housing Cost Benchmarking analysis enables detailed analysis of the composition of housing
development costs in a country. More detail on this methodology is available on CAHF’s website—see
http://housingfinanceafrica.org/documents/using-cahfs-housing-cost-benchmarking-methodology-toanalyse-housing-costs-in-fifteen-african-countries/
In this annexure, we provide three different types of breakdown of Ghana’s housing cost benchmarking.
Level One cost categories are A. Land Costs; B. Infrastructure Costs; C. Compliance Costs; D. Construction
Costs; E. Other Development Costs; F. Developer Overhead and G. VAT / Sales Tax. Level two categories break
these down further into discrete cost categories.
These two levels are outlined in Table 9 below, along with their calculate costs in Dollars for the five typologies
in Ghana.
Table 9: Level 1 and Level 2 cost breakdown for Accra and Kumasi (US$)
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Source: Own calculations from CAHF Housing Cost Benchmarking model.

Level two to level five cost categories disaggregate this data down to the level of individual inputs (such as
window frames, geysers, individual plumbing or electrical components). In addition to the building materials
costs, other costs are also included, including labour costs, fees and licensing and finance costs. Table 10 shows
an indicative breakdown from Level 1 to Level 5 for finishing products on the CAHF 55m2 house, in relation to
construction labour and materials costs related to general finishes.
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Table 10: Example of Five Level Cost Breakdown – Finishing Labour and Materials

Source: Own calculations from CAHF Housing Cost Benchmarking model.

Further, each unique cost element is categorized into an International Standard Industrial Classification (ISIC)
sector and sub-sector, and assigned to a basic element of the housing economic value chain in order that the
cost contributions from different sectors and sub-sectors of the economy can be analysed and the total value
chain for a specific accommodation unit can be calculated. The cost breakdown for the CAHF 55m 2 house in
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Ghana is shown in relation to the broad value chain elements (Gross Value Added and Intermediate Inputs),
which are further disaggregated into primary and secondary SIC classifications.
Table 11: Example of ISIC classification of CAHF 55m2 house inputs per value (2019)

Source: Own calculations from CAHF Housing Cost Benchmarking model. Note that certain elements included here are not
divisible into an absolute category, and are therefore allocated in to the ISIC subcategory that most closely resembles their
content.
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Annexure C: A conceptual understanding of the housing
economic value chain
The economic impact of housing arises predominantly from two activities: the construction, maintenance and
improvement of the housing structure; and activities associated with the occupation of the structure – either
by the owner, or by a tenant. For the purposes of this analysis, the analysis of the economic impact of house
occupation focuses only on those activities that are accompanied by an explicit rent payment. The housing
economic value chain (HEVC) is then a consolidation of the economic value chains associated with these two
activities, namely: i) the housing construction value chain (HCVC); and ii) the housing rental value chain (HRVC).
An economic value chain describes the linkages – both on the input (upstream) and output (downstream) sides
of a particular economic activity and quantifies the economic value creation in an economy arising from that
activity. The HEVC describes the extent to which an array of economic actors add value to the economy during
the process of building, improving and renting houses or housing units through the addition of their intellect,
skills and physical endeavors (labour), and their payments of rent and interest, and their generation of profits
(gross operating surplus). The valuation of these activities may also be impacted by the extent to which they
are subjected to indirect taxes or are subsidized by government (net indirect taxes).
In order to engage in value-adding activities, housing construction contractors (both formal and informal) need
to purchase material and service inputs from other sectors of the economy. These inputs can range from sand
procured from the mining and quarrying sector to cement, bricks, window frames, doors, plumbing, tiles,
timber and electrical equipment procured from various manufacturing sub-sectors and to transport, financial,
architectural and even legal services provided by various tertiary sectors. The HCVC sets out what raw materials
and manufactured goods and services (intermediate inputs) are required to support housing construction, and
identifies where these inputs are sourced from in the economy. Similarly, the renting of accommodation units
may entail payments to third party letting and managing agents, cleaners and gardeners, security firms, and
lawyers (to name a few) for their services that are required inputs into the provision, maintenance and
management of rental housing stock. In less formalized rental markets, many of these activities may be
vertically integrated and are provided to a lesser or greater extent by the owner of the rental unit/s themselves.
While owner-occupied dwellings and rented accommodation incur similar maintenance and operating costs,
and support similar activities (gardening, repairs, security, household management etc.), the principal
difference is that rental agreements explicitly capture an income stream (the rent) against which many/some
of these costs can be offset. This is part of the reason why many systems of national accounts impute a rent to
owner-occupied dwellings that should approximate the market value or user cost of the rent for an equivalent
dwelling and property.
The HEVC calculates the economic value of the housing stock produced and rented in a given period (domestic
production). In many other economic value chains, this production may be supplemented through imports of
products and reduced by exports. However, the nature of products in the HEVC (that is, immovable property in
the form of accommodation) means that international trade makes no discernible difference, with the result
that the value of domestic production is also the value of domestic supply. This supply is required to meet
domestic demand in the economy – irrespective of whether that demand arises from a citizen or foreigner,
provided that the product is consumed within the country. In most economic value chains, this demand may
arise from producers in other sectors of the economy (intermediate demand) such as the demand for electric
motors being an input into fridge manufacture and from demand from households, governments and
expenditure on fixed capital assets (final demand). However, in the case of the HEVC all housing construction
forms part of fixed capital formation and all accommodation rents form part of the final consumption
expenditure of households. The entire domestic supply of the HEVC is therefore used to meet final demand.

GHANA: ECONOMIC IMPACT OF HOUSING CONSTRUCTION AND RENTAL ACTIVITIES | AUGUST 2020

61

This economic process is illustrated in the conceptual economic value chain in the figure below.

Because neither imports and exports, nor intermediate demand are features of the housing value chains, they
are reflected in grey in the value chain diagram.
Just as there are linkages between different sectors of the economy (both upstream and downstream) within
economic value chains, there are also linkages across sectors and value chains. What starts out as a sales order
to a firm in one sector ultimately has – to varying degrees - an impact on all sectors of the economy. These are
referred to as multiplier effects and give rise to economic multipliers that can be used to estimate the typical
impact of spending in one sector on the sales, value added, employment, imports and tax collections in other
sectors and across the whole economy. These multipliers are usually calculated using the supply and use tables
(SUT) or input-output (I-O) tables. The different types of multiplier effects are:
•

Direct impact: To supply a good or service that is the subject of an initial order (sale), the firm receiving
the order needs to employ different factors of production (labour, capital, land, entrepreneurship). The
sales order (and others like it) provides an income stream to other firms or households that provide
production factors to the firm in some proportion to the value that each production factor is deemed
to add during the production process. These incomes represent the initial impact of the sales order.
Inevitably, the firm supplying the product cannot efficiently source all the inputs required to produce
that product itself, so it has to place orders with other suppliers of the intermediate inputs required.
Each of these suppliers needs – in turn – to employ factors of production so the orders placed with
them also give rise to additional household income streams. Collectively this is regarded as the firstround impact of the initial sales order. The initial impact and first round impact combined are referred
to as the direct impact of the sale.

•

Indirect impact: In order to fulfil their orders, each of these intermediate suppliers need to order
intermediate inputs from their suppliers, which generates additional income streams. This is referred
to as the indirect impact of the initial order.

•

Induced impact: Finally, when the households that received income as a direct or indirect
consequence of the initial order use that income to purchase goods and services, this gives rise to the
generation of further sales in those sectors of the economy that supply household goods and services.
This is referred to as the induced impact of the initial sales order.

The economy-wide impact of the initial sales order is the sum of each of the impacts that it gives rise to
(direct, indirect and induced).
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Annexure D: Detailed results of revealed competitive advantage analysis of Ghana's exports of
building materials
Harmonised
System
Code

Product Description

Ghana
Average
Annual Export
Growth: 2013
to 2018

World
Average
Annual Export
Growth: 2013
to 2018

Ghana Net
Average
Annual Export
Growth: 2013
to 2018

Ghana Trade
Balance in
2013
(US$ ‘000)

Ghana Trade
Balance in
2018
(US$ ‘000)

'2514

Slate, whether or not roughly
trimmed or merely cut, by
sawing or otherwise, into
blocks or ...

-2.6%

-

'3805

Gum, wood or sulphate
turpentine and other terpenic
oils produced by the distillation
or other ...

16.9%

-

87

'6901

Bricks, blocks, tiles and other
ceramic goods of siliceous fossil
meals, e.g. kieselguhr,
tripolite ...

-1.1%

-

41

'6902

Refractory bricks, blocks, tiles
and similar refractory ceramic
constructional goods
(excluding ...

2.2%

-

36,069

'6910

Ceramic sinks, washbasins,
washbasin pedestals, baths,
bidets, water closet pans,
flushing ...

11.8%

-

'7004

Sheets of glass, drawn or
blown, whether or not having
an absorbent, reflecting or nonreflecting ...

-21.0%

'7006

Sheets or profiles of glass,
whether or not having an
absorbent, reflecting or nonreflecting ...

-2.1%

-

-

Ghana Exports
in 2018
(US$ ‘000)

Ghana
Imports in
2018
(US$ ‘000)

Estimated
Average
Import Tariff
in 2018 (%)

-

-

-

4.7

-

100

-

100

9.4

-

33

-

33

18.8

-

2,969

-

2,969

18.8

10,288

-

12,771

1

12,772

18.8

2

-

730

-

730

18.8

3,058

-

3,440

-

3,440

18.8
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'7317

Nails, tacks, drawing pins,
corrugated nails, staples and
similar articles of iron or
steel, ...

3.7%

-

6,830

-

2,695

580

3,275

18.8

'7412

Copper tube or pipe fittings
"e.g., couplings, elbows,
sleeves"

3.2%

-

1,080

-

381

-

381

18.8

'6907

Unglazed ceramic flags and
paving, hearth or wall tiles;
unglazed ceramic mosaic cubes
and ...

213.2%

24.0%

189.2%

-

13,456

55,242

9,649

64,891

18.8

'2517

Pebbles, gravel, broken or
crushed stone, for concrete
aggregates, for road metalling
or for ...

126.0%

2.8%

123.2%

1,752

2,004

252

4.7

'3209

Paints and varnishes, incl.
enamels and lacquers, based on
synthetic polymers or
chemically ...

116.0%

1.4%

114.6%

-

9,395

-

11,191

3,526

14,717

18.8

'7413

Stranded wire, cables, plaited
bands and the like, of copper
(excluding electrically
insulated ...

83.6%

1.9%

81.6%

-

198

-

719

271

990

18.8

'2523

Cement, incl. cement clinkers,
whether or not coloured

60.4%

-2.7%

63.1%

-

303,052

-

318,891

4,491

323,382

16

'4418

Builders' joinery and carpentry,
of wood, incl. cellular wood
panels, assembled flooring
panels, ...

36.5%

-1.9%

38.4%

-

6,689

-

4,038

237

4,275

18.8

'3214

Glaziers' putty, grafting putty,
resin cements, caulking
compounds and other mastics;
painters' ...

29.8%

2.9%

26.9%

-

5,833

-

5,189

236

5,425

9.4

'7411

Copper tubes and pipes

15.6%

-0.1%

15.7%

-

2,113

-

463

260

723

18.8

'3917

Tubes, pipes and hoses, and
fittings therefor, e.g. joints,
elbows, flanges, of plastics

15.8%

2.8%

13.0%

-

43,424

10,018

28,574

18,556

17.9

-

-

35
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'4409

Wood, incl. strips and friezes
for parquet flooring, not
assembled, continuously
shaped "tongued, ...

7.9%

0.7%

7.2%

7,525

11,266

11,367

101

9.4

'3208

Paints and varnishes, incl.
enamels and lacquers, based on
synthetic polymers or
chemically ...

7.6%

0.9%

6.7%

4,810

15,024

22,323

7,299

18.8

'2516

Granite, porphyry, basalt,
sandstone and other
monumental or building stone,
whether or not ...

1.4%

-4.2%

5.6%

5

43

15

58

4.7

'7216

Angles, shapes and sections of
iron or non-alloy steel, n.e.s.

4.3%

-0.5%

4.8%

-

26,864

-

29,079

1,193

30,272

18.8

'3925

Builders' ware of plastics, n.e.s.

6.4%

3.3%

3.0%

-

20,834

-

13,208

1,266

14,474

18.8

'7009

Glass mirrors, whether or not
framed, incl. rear-view mirrors
(excluding optical mirrors,
optically ...

4.6%

4.2%

0.3%

-

2,269

-

1,695

5

1,700

11.8

'4403

Wood in the rough, whether or
not stripped of bark or
sapwood, or roughly squared
(excluding ...

-2.4%

1.5%

-3.9%

6,042

11,834

5,792

4.7

'6810

Articles of cement, concrete or
artificial stone, whether or not
reinforced

-4.4%

7.0%

-11.3%

-

2,855

532

4

536

18.8

'7318

Screws, bolts, nuts, coach
screws, screw hooks, rivets,
cotters, cotter pins, washers,
incl. ...

-8.1%

3.8%

-11.8%

-

25,268

28,194

155

28,349

18.8

'4407

Wood sawn or chipped
lengthwise, sliced or peeled,
whether or not planed, sanded
or end-jointed, ...

-12.4%

3.2%

-15.7%

118,538

118,958

420

9.4

'6904

Ceramic building bricks,
flooring blocks, support or filler
tiles and the like (excluding
those ...

-17.8%

1.1%

-18.9%

277

27

304

18.8

-

5,505

-

-

230,691

-

510

-
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'7213

Bars and rods of iron or nonalloy steel, hot-rolled, in
irregularly wound coils

-18.9%

2.5%

-21.4%

-

61,848

-

114,235

352

114,587

4.7

'7005

Float glass and surface ground
or polished glass, in sheets,
whether or not having an
absorbent, ...

-24.2%

-0.3%

-23.9%

-

8,670

-

11,809

1

11,810

18.8

'4412

Plywood, veneered panel and
similar laminated wood
(excluding sheets of
compressed wood, cellular ...

-26.2%

3.0%

-29.2%

2,433

8,172

5,739

18.8

'3922

Baths, shower-baths, sinks,
washbasins, bidets, lavatory
pans, seats and covers, flushing
cisterns ...

-41.8%

1.7%

-43.5%

-

3,066

-

2,173

3

2,176

18.8

'2505

Natural sands of all kinds,
whether or not coloured
(excluding gold- and platinumbearing sands, ...

-38.1%

5.4%

-43.5%

-

1,514

-

625

2

627

4.7

'4411

Fibreboard of wood or other
ligneous materials, whether or
not agglomerated with resins
or ...

-47.0%

0.8%

-47.7%

-

748

-

4,547

5

4,552

9.4

'6908

Glazed ceramic flags and
paving, hearth or wall tiles;
glazed ceramic mosaic cubes
and the ...

-100.0%

-50.1%

-49.9%

-

92,174

-

-

-

18.8

'7016

Paving blocks, slabs, bricks,
squares, tiles and other articles
of pressed or moulded glass, ...

-55.1%

-2.6%

-52.5%

-

1,585

-

392

1

393

18.8

'2714

Bitumen and asphalt, natural;
bituminous or oil-shale and tar
sands; asphaltites and
asphaltic ...

-100.0%

-7.8%

-92.2%

-

688

-

3,134

-

3,134

4.7

'2515

Marble, travertine, ecaussine
and other calcareous
monumental or building stone
of an apparent ...

-100.0%

-2.9%

-97.1%

-

19

-

81

-

81

4.7

35,754
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'6802

Monumental or building stone,
natural (excluding slate),
worked, and articles; mosaic
cubes ...

-100.0%

-2.8%

-97.2%

-

2,881

-

3,350

-

3,350

18.8

'6803

Worked slate and articles of
slate or of agglomerated slate
(excluding slate granules,
chippings ...

-100.0%

-2.8%

-97.2%

-

637

-

1,009

-

1,009

18.8

'6905

Roofing tiles, chimney pots,
cowls, chimney liners,
architectural ornaments and
other ceramic ...

-100.0%

-1.7%

-98.3%

-

115

-

625

-

625

18.8

'3210

Paints and varnishes, incl.
enamels, lacquers and
distempers (excluding those
based on synthetic ...

-100.0%

1.0%

-101.0%

-

401

-

508

-

508

18.8

'4410

Particle board, oriented strand
board "OSB" and similar board
"e.g. waferboard" of wood or ...

-100.0%

3.0%

-103.0%

-

329

-

2,052

-

2,052

9.4

410,635

-

471,347

225,512

696,859

14.71

Total

-

Source: www.trademap.org (using CONTRADE data), own calculations.
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