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1. Introduction 

Within the affordable housing sector, the question of “What is affordable?” persists. Much like the 

debate over the poverty line, a single quantum or simple rule is insufficient. What is defined as 

“affordable” is dependent on country context, household characteristics, and the supply and demand 

factors within the market. Yet, the consequences of getting the determination wrong are significant. If 

household affordability is not accurately gauged by public or private sector developers, then there is a 

serious risk that there will be insufficient effective demand by households to purchase or rent the 

houses produced, thus leading to high vacancy rates and/or the need to decrease price and thus 

undermine the viability of the project such that investors’ expectations are not met.  Poor affordability 

targeting can also put pressure on government to provide further subsidy – as in the case of Vision City 

in Kigali, Rwanda, or in the Kilamba development in Angola. 

At the same time, it is unrealistic to insist on a lower target price that cannot be feasibly delivered by a 

developer. The viability of affordable housing projects therefore depends upon accurate methods for: a) 

gauging household (or buyer) affordability and, b) achieving unit costs that meet those affordability 

constraints. 

In response to this challenge, this study aims to support Shelter Afrique to better address the question 

of housing affordability, in order to improve the targeting and viability of their affordable housing 

projects in Africa. The objectives of this study are:  

1. To determine the most feasible, accurate and appropriate methods for determining the target 

price for units in an affordable housing project targeted at low income households in Africa, 

and; 

2. To determine the factors and approaches which enable affordable housing developers to 

produce units at this price. 

The study involves the following steps: 

• Broad literature review: To uncover the ‘state of debate’ on housing affordability and drawing 

upon key concepts and factors for designing an alternative housing affordability measure.  

 

• Conceptual framework: Development of a framework for how to think about affordability from 

the demand and supply sides, and to identify key factors and how they impact on each other in 

order to determine affordability. The framework provides the rationale and structure for the 

formula and criteria used to determine affordability within a local project context.  

 

• Case studies: Two short case studies undertaken on Shelter Afrique projects: Nairobi, Kenya and 

in Kigali, Rwanda.1 The purpose of the case studies was to test the framework to assess whether 

these projects are producing or have produced affordable products—from the perspective of 

both the household (target market) and the developer.  

 

 
1 The names of the private developers have been withheld to disallow identification. 
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• Online calculator: An online dashboard or calculator was developed to determine the price of 

an affordable product based on key data indicators inputted by the user.  

 

• Consultation workshops: An initial workshop was held in January 2021 with a small group of key 

global housing finance experts (including the World Bank, experts from the US and South Africa) 

to share the draft framework and solicit input. A second workshop held in June 2021 provided a 

platform to obtain feedback on the case study findings and the calculator, prior to their 

finalisation. 

The essential aim is to assist Shelter Afrique to evaluate housing project proposals submitted, with 

respect to whether the units proposed are likely to be affordable to a low income target market in that 

location. 

2. Problem statement 

Across the African continent, developer-built housing typically targets the higher end, and is rarely 
delivered at scale. Mortgage interest rates in African countries are typically higher than 10%, with tenors 
of between 10-20 years. This impacts significantly on affordability.  
 
Access to mortgages facilitates formal private sector housing production and enables offtake. According 
to CAHF’s 2020 Yearbook (Figure 1), the cheapest newly built house by a formal private developer in Africa 
was the Millard Fuller Foundation’s 32m2 unit on the outskirts of Abuja, Nigeria. The house is priced at 
USD8 040, however no new houses have been built at this price in 2020. In most countries in Africa, the 
price sits between USD20 000 and USD40 000, however there are very few of these houses on the market.  
 
Figure 1: Price per square metre of the cheapest, newly built house by a formal developer: 2019 and 2020 

 

Source: Centre for Affordable Housing Finance (2020). Housing Finance in Africa Yearbook: 11th Edition 2020.   

http://housingfinanceafrica.org/resources/yearbook/ 

http://housingfinanceafrica.org/resources/yearbook/
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But even a USD20 000 house is unaffordable for the majority – and these are only available in limited 
projects. As shown in Figure 2, in most countries even the cheapest newly-built house is still not affordable 
to the majority of the urban population. As a result, most housing is built by the owner, incrementally, 
step-by-step. 
 
Figure 2: Percent urban households who can afford the cheapest newly built house (2020)2 

 
 

2 Notes on the calculation method:  
- Mortgage terms vary by country (down payment, tenure and interest rate) – sourced through CAHF Yearbook data 

collection process. 
- Repayment amount determines (assuming mortgage terms) required income to afford the said house price—assuming 30%. 
- Percent that can afford is calculated by total number of urban households that are within the income bands above the 

annual required to afford the said house income, divided by the total urban households. 

- Data in local currency - Output converted to USD for uniformity and ease of comparability – 1 July 2020 exchange rate. 
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The question of what is affordable is pervasive, but the answer still eludes us. The literature on housing 
affordability offers a number of approaches, none of which are without drawbacks or limitations:  
 

Ratio approach 
 
The ratio approach establishes that if a household pays more for housing than a set percentage 
of its income, it would be unable to cover other priority expenditures. The most commonly used 
ratio measure or ‘rule of thumb’ internationally is the standard benchmark of 25% - 30% of 
household income which can be spent on housing. The 30% rule of thumb method has 
prevailed, whereby affordable housing cannot cost more than 30% of monthly household 
income. This rule has the advantage of simplicity; however this approach doesn’t necessarily 
reflect reality for low-income households.3  
 
A paper commissioned by the World Bank in 2020, authored by Nohn, M., Rajashekar, A. et al., 
“The Myth of the 30%” argues that this rule of thumb should not be used in emerging and 
developing countries as many households spend less.4 Evidence shows that households in lower 
income deciles in Africa spend substantially less than 30%, in order to ensure they still have 
sufficient funds to pay for other essentials such as food and transport. As shown in Figure 3, 
average household spending in Sub-Saharan African on housing (including utilities) ranges from 
12.6% for the poorest income quintile, to 11.7% for the richest income quintile.5  The higher the 
income, the smaller the percentage spent on housing. 
 

 
3 Gabriel, M., Jacobs, K., Arthurson, K., Burke, T and Yates. J (2005). Conceptualising and measuring the housing affordability 
problem. Australian Housing and Urban Research Institute. 
https://www.ahuri.edu.au/__data/assets/pdf_file/0020/2693/NRV3_Research_Paper_1.pdf   Gan.Q and J. Hill (2008). 
Measuring housing affordability: Looking beyond the median. Journal of Housing economics, 18(2), pp.115-125. 
https://www.sciencedirect.com/science/article/pii/S1051137709000163  
4 Nohn, M., Rajashekar, A. et al (2021 forthcoming). “The Myth of the 30%.” World Bank. 
5 Lozano-Gracia, N. and Young, C. (2014). Housing Consumption and Urbanisation. World Bank Group: Social, Urban, Rural and 
Resilience Global Practice Group. Pgs. 4-5.  
http://documents1.worldbank.org/curated/en/998081468003944551/pdf/WPS7112.pdf 

 

https://www.ahuri.edu.au/__data/assets/pdf_file/0020/2693/NRV3_Research_Paper_1.pdf
https://www.sciencedirect.com/science/article/pii/S1051137709000163
http://documents1.worldbank.org/curated/en/998081468003944551/pdf/WPS7112.pdf
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Figure 3: Housing, transportation and food expenditure as percent of total expenditure, by quintile – Sub 
Saharan Africa, urban areas 

Source: Lozano-Gracia, N. and Young, C. (2014). Housing Consumption and Urbanisation. World Bank Group: Social, 

Urban, Rural and Resilience Global Practice Group. Pgs. 4-5.  

http://documents1.worldbank.org/curated/en/998081468003944551/pdf/WPS7112.pdf 

As shown in Figure 4, in the largest city for each country included in the graph, housing 
expenditure is 20% or less. 
 
Figure 4: Housing expenditure by area for Sub-Saharan Africa6 

 

 

 

 

 

 

 

 

 
Based on SHIP data from World Bank. Housing expenditures are total expenditure on housing, including maintenance and 

repairs of dwellings, utilities, water and fuel used in the home. However rent (actual nor imputed) are not included.  

Source: Lozano-Gracia, N. and Young, C. (2014). Housing Consumption and Urbanisation. World Bank Group: Social, 

Urban, Rural and Resilience Global Practice Group. Pgs. 4-5.  

http://documents1.worldbank.org/curated/en/998081468003944551/pdf/WPS7112.pdf 

 
6 Country abbreviations in this figure are as follows (see Annex 1 for a full list): Angola (AGO); Burkina Faso (BFA); Cote D’Ivoire 
(CIV); Cameroon (CMR); Comoros (COM); Ethiopia (ETH); Ghana (GHA); Kenya (KEN); Liberia (LBR); Mozambique (MOZ); Malawi 
(MWI); Niger (NER); Nigeria (NGA); Rwanda (RWA); Senegal (SEN); Sierra Leone (SLE); São Tomé and Principe (STP); Tanzania 
(TZA); Uganda (UGA); and Zambia (ZMB). 

http://documents1.worldbank.org/curated/en/998081468003944551/pdf/WPS7112.pdf
http://documents1.worldbank.org/curated/en/998081468003944551/pdf/WPS7112.pdf
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The second drawback of the ratio method is that it neglects household preference and choice 
when it is applied across all tenures, locations and household types. Furthermore, the ratio 
method presumes a preference for ownership, which is not necessarily valid in a number of 
country contexts. Instead, Nohn et al suggest “more moderate rent-to-income ratios, possibly 
based on a progressive scale of income shares increasing with the level and security of income”.  
 
Income affordability 

 
A second approach is the price-to-income ratio, which compares the price of a median home to 
the median annual household income in a particular area. The counterpart of this approach for 
the rental market is the rent-to-income ratio which determines the monthly or annual gross 
income which a tenant must earn to be able to afford rent each month. However, the World 
Bank paper also argues against using the ratio of a housing price to annual household income 
because, again, this method is based on standard assumptions (regarding availability of housing 
finance) which are not necessarily applicable to emerging and developing markets. 

 

Purchase affordability  

 

The purchase affordability method measures whether a household is able to borrow enough 
money to acquire a home. This is dependent upon lenders’ underwriting standards and how the 
debt-to-income ratio is assessed when deciding whether or not credit is extended to a potential 
borrower. 

 

Repayment affordability  

 

The repayment affordability approach is related to purchase affordability, and describes the ease 
or burden that households have in repaying monthly mortgage payments (Gan and Hill, 2008).  It 
accounts for the fact that housing may be affordable at the time of purchase, but repayments 
towards housing may become unaffordable over time due to interest rate risk.  
 

Residual method 7 

The residual method measures ‘whether the household’s income after deducting the standard 
housing consumption is sufficient to cover non-housing needs’. The basic formula is to deduct 
the total spending on needs other than housing (determined by the size and composition of the 
household) from household income, in order to arrive at the amount of money left over which 
can be used to pay for housing. The residual method is premised on the idea that the cost of 
non-housing goods has an influence on housing affordability alongside housing costs and 
household income; key variables in household expenditure include: transport/commuting costs; 
non-related housing expenditure; household size; household composition; and location.  

 
7 Stone,M., Burke,T and Ralston.L (2011). The Residual Income Approach to Housing Affordability: The Theory and the Practice. 
http://works.bepress.com/michael_stone/7 
Meen,G. (2018). How should housing affordability be measured? UK Collaborative Centre for Housing Evidence. 
http://housingevidence.ac.uk/wp-content/uploads/2018/09/R2018_02_01_How_to_measure_affordability.pdf     

http://works.bepress.com/michael_stone/7
http://housingevidence.ac.uk/wp-content/uploads/2018/09/R2018_02_01_How_to_measure_affordability.pdf
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However the drawback of the approach is that is requires more detailed data, including 
household expenditure data on key priorities such as transport/commuting, which is often 
unavailable in the context of developing countries. The data requirements for this approach 
make it more complex and time consuming as compared to the income ratio methods and thus 
make it less universal or comparable across countries. Private developers may not be able to 
easily access this data, and would likely not have the budget for primary data collection for this 
purpose. In essence, the residual method is more accurate for low-income households but 
includes data requirements which may be prohibitive. 

 
In summary, the literature review demonstrates the basic problem with determining a housing 

affordability formula, which is how to balance simplicity and accuracy, in the context of poor data. 

Although the 30% rule of thumb is a very common approach, there is increasing evidence that its simply 

not accurate in an African context which includes a variety of income levels and housing needs. Yet, 

across the world there are still significant obstacles such as the lack of data that impede articulating and 

agreeing upon a more suitable alternative measure of housing affordability.   

Furthermore, the 30% rule and the other approaches cited above, do not sufficiently recognise the 

impact of urban context and location on housing affordability. The World Bank paper suggests housing 

and transportation costs should be considered together, as they are inversely related due to the higher 

cost of well-located land and higher transport costs (time and money) to travel from the periphery. As 

shown in Figure 5, transportation expenditure in the largest city for the countries included in the graph 

is between 2% and 10% of monthly household income.  

Figure 5: Transportation expenditure by area for Sub-Saharan Africa8 

 

 

 

 

 

 

 

 

 

Based on SHIP data from World Bank.  

Source: Lozano-Gracia, N. and Young, C. (2014). Housing Consumption and Urbanisation. World Bank Group: Social, Urban, Rural 

and Resilience Global Practice Group. Pgs. 4-5.  

http://documents1.worldbank.org/curated/en/998081468003944551/pdf/WPS7112.pdf 

 
8 Country abbreviations in this figure are as per Figure 4. 

http://documents1.worldbank.org/curated/en/998081468003944551/pdf/WPS7112.pdf
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Nohn et al. also argue for the need to consider negative externalities (traffic congestion, pollution, cost 

of trunk infrastructure). The Urban Land and Housing Market Assessment: A Toolkit (WBG, Jan 2020) 

similarly suggests that a local, sub-market assessment is important: 

Housing markets are segmented, meaning households with different incomes tend to look for different 

types of housing in different neighborhoods. If data and resources are available, the team can assess 

affordability for different housing sub-markets. A simple disaggregation would be to calculate affordability 

indicators (e.g., price/income ratio and rent burden) for different quartiles of incomes. 

In summary, the recommendation put forward by Nohn et al. is to make “more modest assumptions 

about households’ co-payment capacity and consider the urbanization context (e.g. location and 

transportation cost) as well as the economic context (e.g. access to finance)”.  

The primary implication of the literature review for this study is that any project-level calculator for 

determining housing affordability in an African context must balance the need for a simple tool which 

relies on readily available data sources that are fairly uniform across countries, with a more complex 

tool which is more effective and accurate than the traditional 30% rule. However we faced a significant 

challenge of maintaining this balance in the face of significant data gaps and limitations. This issue is 

explored further below as we set out a framework for understanding housing affordability.  

3. Framework for understanding housing affordability  

As shown in Figure 6, housing affordability is a function of the cost of housing and a household’s capacity 

to pay for that housing. Housing finance then serves to mediate between the price at which the 

developer can produce the house, and the cost the household is able to pay on a monthly basis.  The 

more expensive the finance, the lower the price that a household will be able to pay.  This also is 

relevant in rental arrangements where housing finance terms can influence the affordability of the 

rental payments. 
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Figure 6: Framework for understanding housing affordability  

 

Demand side factors include: household income, competing expenditure priorities, household size and 

access to finance. On the supply side, the most relevant factors are: product specifications/typology; 

housing value chain performance; land market performance; municipal legal and planning frameworks; 

and the macro economy. These demand and supply side factors are unpacked further in the sections 

below. 

3.1. Demand side considerations 

Effective housing demand is a function of ability to pay (housing affordability) and willingness to pay 

(the value for money sense that comes with the appropriateness of the housing product to household 

needs – i.e. location, housing type, life circumstances). In this respect, it’s important to note that 

housing affordability is not equivalent to effective demand---a household may be able to pay but not 

willing to pay, due to their preferences and needs.  

Households’ ability to pay is also dependent on competing expenditure needs besides housing. Low 

income households face other critical needs apart from housing. Competing household expenses include 

but are not limited to: food, healthcare, transportation, childcare, and education.  

The level of non-housing expenditure on these items is also influenced by the size and composition of 

households. Larger households may spend more on food and clothing than small or single person 

households, while households with young children may incur additional expenses for education or 

healthcare while households with working individuals may incur transportation costs. Transport costs 
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will also vary depending on income, as higher-income households own motor vehicles while lower 

income households may utilize public transport. 

Therefore, calculating the household’s competing expenditures requires detailed and granular 

information (project level data) about individual households and the prices of the goods and services 

available in their area that they typically purchase. Data sources for transport expenditure data include 

household travel surveys and household income and expenditure surveys, however this data is not 

usually publicly available, or updated. Due to time and cost constraints, few developers are able to 

undertake market research to understand the needs and behaviour of the target population that lives 

near the project site.  

3.2. Supply side considerations 

On the supply side, the developer must be able to produce a house at the target price while meeting its 

obligations to investors. As shown in Figure 7, the total cost of a house is impacted by a number of 

factors: infrastructure, construction, land and compliance costs. Analyzing housing costs beyond general 

figures, such as cost per square metre, provides a better platform for understanding factors that drive 

up affordable housing costs in specific countries and cities.  

Figure 7: Components of cost of a house 

Source: Centre for Affordable Housing Finance (2017). Benchmarking Housing Construction Costs in Africa Dashboard. 

http://housingfinanceafrica.org/documents/benchmarking-housing-construction-costs-africa/ 
 

As shown in Figure 8, policy and regulatory frameworks at national and local level also have a significant 
impact on the cost of housing and project feasibility. Factors which impact on the supply side costs—
such as the performance of the housing value chain and the land market, and municipal legal and 
planning frameworks—are all influenced by the state. Thus lobbying and advocacy efforts targeted at 
government have the potential to improve housing affordability. 

 

http://housingfinanceafrica.org/documents/benchmarking-housing-construction-costs-africa/
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Figure 8: Policy and regulatory framework impacting housing cost components 

 

3.3. Data requirements 

As noted above, on the demand side, the framework requires detailed household-level data in order to 

accurately determine ability to pay. Such data on household expenditure and income can be sourced 

from: 

• Consumer Price Index (CPI) data that exists across quintiles or deciles of the population, with 

data on expenditure on housing, transport and services/utilities. 

• Alternatively, household survey data—by income segment—on levels of spending on housing, 

transport and services/utilities.  

• Income data for urban, rural areas and capital city. Ideally in a more granular format to allow 

better analysis at sub-municipal level (targeting location of housing project). 

• Information on type of income: formal or informal (impacts on ability to access mortgage 

finance). 

The determination of willingness to pay based on value for money requires data on household priorities 

and preferences. This includes:  

• Household size and composition: to indicate size of unit required and preferred amenities (e.g. 

schools) 

• Transport needs and employment status: Is cheap public transport to the city centre a 

household requirement? 

Publicly available data sources include national statistics bureaus, which are responsible for collecting 

social and demographic data, such as population housing censuses and household survey data, labour 

force surveys, and household income and expenditure surveys. The Canback Global Income Distribution 

Database (CGIDD) is another potential source of income data.  
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However, there are significant data limitations on the demand side. First, there is inconsistency between 

countries in how income data is collected and published. For example, income data by population 

quintile or decile is not publicly available for Rwanda and Kenya. Second, where available, income 

surveys may underestimate the level of income of households, and surveys are expensive to undertake 

resulting in infrequent releases.  Furthermore, income data that is disaggregated to municipal or sub-

municipal level is not readily available. Finally, informal sector income contributions are volatile and 

unpredictable, and often hidden from official statistics.9 Average monthly figures or annual figures may 

not capture the volatility of incomes. In undertaking the two case studies, discussed below, access to 

data was a key challenge in the application of the housing affordability framework. 

4. Case studies 

The purpose of the two case studies is to assess how existing projects have addressed housing 

affordability, and whether they are producing or have produced affordable products—from the 

perspective of both the household (target market) and the developer. 

The findings of each case study are presented in two sections:  

• The developer’s perspective expounding on the project plan, development costs breakdown, 

infrastructure investment and the product pricing; and  

• The buyers’ perspective which focuses on clientele profiling, the buyers’ mode of financing and 

factors considered in the buying or renting into the property.  

4.1. Case Study in Nairobi, Kenya 

4.1.1. Project overview 

The residential project was developed by a Kenya-based developer and financed by ShelterAfrique. The 
residential project is situated right outside the capital city, Nairobi. 

Launched in 2011, the 440 unit project sits on 5.5 acres acquired through an outright purchase by the 
developer. The units are within five-floor blocks designed in courts to enhance security, identity and 
smaller management units.  

Implementation was done in two phases, where phase one, consisting of 240 units, was constructed 
from May 2011 to January 2013. Phase two then followed (July 2015 to May 2019) delivering 200 units 
of one, two and three bedroom units. Phase two of the project is located and connected to a Park that 
has various commercial facilities aimed at providing additional amenities. Common amenities and 
facilities within this new development: parking for residents and visitors, kids’ play area, ample security, 
and gardens. Water is provided by three alternative sources: borehole, Export Processing Zone Athi 
River (EPZA), and Mavoko Water and Sewerage Company (MAVWASCO) connections. 

In 2017, safety concerns were raised over the project’s initial phases due to structural defects identified 
through a structural audit by the National Building Inspectorate (NBI). The developer was compelled to 
correct the defects before the owners could move into the units. Following a successful rehabilitation 

 
9 According to Medina and Schneider (2018), informal income as a share of national income is 36.3 percent in 
Rwanda and 33.2 percent in Kenya.  
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and refurbishment of the blocks, the National Building Inspectorate declared the block safe for 
occupation and clients moved in.   

4.1.2. Kenyan housing context 

According to the World Bank, Kenya has a cumulative housing deficit of 2 million units growing by 
200,000 units per year. The housing need is driven by rapid population growth of 2.6 percent per annum 
(compared to the global average of 1.2 percent) as well as a high urbanisation rate of 4.4 percent against 
a global average of 2.1 percent.10 Supply, on the other hand, has been constrained with the Ministry of 
Housing estimating the total annual supply to be at 50,000 newly built units. Notably, 83 percent of the 
existing housing supply is for the high income and upper-middle-income segments, with only 15.0 
percent for the lower-middle segment and two percent for the low-income population.11 The investors’ 
focus on the high end markets is mainly attributable to the relatively good returns.  

According to the government of Kenya, affordable housing units should be priced within a ceiling of 
KES3 million (USD30 000).12,13 The relatively high cost of development has however made this pricing 
unfeasible for developers. In this case, this pricing has hardly been achieved despite the main objective 
being to offer relatively affordable housing units. In spite of this, the units are priced relatively low 
compared to most institutional developments within the Kenyan market.  

The low supply of affordable housing units amid relatively high demand has necessitated government 
intervention with the provision of affordable housing being highlighted as one of the government’s Big 
Four Agenda aimed at overseeing the delivery of approximately 500,000 housing units by 2022. The 
government has also introduced several tax exemptions and incentives aimed at incentivising private 
developers to undertake affordable housing projects.14 Nevertheless, the supply has been crippled by 
several factors:  

• Unavailability of affordable financing to developers,  

• Bureaucracy and slow project approval processes,  

• The pending operationalization of the Integrated Project Delivery Unit (IPDU) which was 
tasked with being a single point of regulatory approval for developments, infrastructure 
provision and developer incentives,  

• Failure to fast track incentives provided in support of the affordable housing initiative, 

• Ineffectiveness of Public-Private Partnerships; and,  

 
10 The World Bank (2021). Kenya Needs 2 Million More Low-income Homes (2017). 
https://www.worldbank.org/en/country/kenya/publication/kenya-needs-2-million-more-low-income-homes-
building-them-would-boost-its-economic-growth. Accessed 25 March 2021. 
11 Kenya Private Developers Association (KPDA)(2021). Affordable Housing Investment in Kenya (2018). 
http://www.kpda.or.ke/documents/2018/KPDA%20Affordable%20Housing%20Conference%20Presentations.pdf 
Accessed 25 March 2021. Pg. 26. 
12 Conversion Rate: US$= KES100 
13 State Department for Housing and Urban Development (2021). 500,000 Affordable Homes Program (Delivery 
Framework 2018). https://bomayangu.go.ke/downloads/Affordable_Housing_Program_Presentation.pdf Accessed 
25 March 2021. Pg. 9. 
14 Kenya Private Developers Association (KPDA) (2021). Affordable Housing Investment in Kenya (2018). 
http://www.kpda.or.ke/documents/2018/KPDA%20Affordable%20Housing%20Conference%20Presentations.pdf 
Accessed 25 March 2021. Pg. 78-82. 

https://www.worldbank.org/en/country/kenya/publication/kenya-needs-2-million-more-low-income-homes-building-them-would-boost-its-economic-growth
https://www.worldbank.org/en/country/kenya/publication/kenya-needs-2-million-more-low-income-homes-building-them-would-boost-its-economic-growth
http://www.kpda.or.ke/documents/2018/KPDA%20Affordable%20Housing%20Conference%20Presentations.pdf
https://bomayangu.go.ke/downloads/Affordable_Housing_Program_Presentation.pdf
http://www.kpda.or.ke/documents/2018/KPDA%20Affordable%20Housing%20Conference%20Presentations.pdf
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• The current economic slowdown due to the ongoing pandemic.15 

4.1.3. Case study research methodology 

This study was informed by data and documents provided by the developer; a household survey of 14 
respondents, mainly through in-person and telephonic interviews conducted in February and March 
2021; a one-on-one interview with the property manager; information obtained from Shelter Afrique’s 
project officer; interviews with two mortgage lenders (in-person and telephonic); and other online 
sources.  

4.1.4. Developer’s perspective 

The area in which the development was built is served by public transport, commonly referred to as 
matatus, and a nearby public rail stop, the Jomo Kenyatta International Airport (JKIA),  and is in close 
proximity to several industries such as China Precast Co., Apex Piping Systems, Devki Steel Mills and Tuff 
Foam Mattresses.  

The advantages of this location include:  

• availability of a good transport network,  

• availability of relatively affordable land in bulk,  

• close proximity to Nairobi CBD and the Jomo Kenyatta International Airport; and  

• a growing demand for housing in the Nairobi outskirts by the expanding middle class. 

4.1.4.1. Project Plan 

The development has 440 one, two and three bedroom units sitting on 5.5 acres. The project was 
developed in two phases, each subdivided further into courts to enhance security and identity and to 
facilitate management. The development is secured by a perimeter fence coupled by security guards 
who guard the gate and patrol the development.  

There is no indication of the developer undertaking any demand segmentation at the project initiation 
stage and thus the target clientele broadly includes: the lower middle class, investors and young families 
working within the capital city and its outskirts in areas.  

The property benefits from a good transport network as it fronts a major highway linking Nairobi and 
Mombasa. The area also has a reliable supply of electricity by the Kenya Power and Lighting Company. 
Water connection has however been a key challenge for this specific region and its environs, with the 
connections from Export Processing Zone Athi River (EPZA), and Mavoko Water and Sewerage Company 
(MAVWASCO) being unreliable, thus prompting the developer to sink a borehole within the 
development.  

4.1.4.2. Development cost breakdown 

The development cost is estimated at KES1.5 billion (USD14.5 million) with construction cost taking up 
the highest share at approximately 73 percent.  

 
15 Acumen Fund (2021). The ABC’s of Affordable Housing in Kenya (2013). https://acumen.org/wp-
content/uploads/2013/03/ABCs-of-Affordable-Housing-in-Kenya.pdf Pg.7, 13; KPDA (2021). Affordable Housing 
Investment in Kenya (2018). Accessed 25 March 2021. Pg. 8, 15-18. 

https://acumen.org/wp-content/uploads/2013/03/ABCs-of-Affordable-Housing-in-Kenya.pdf
https://acumen.org/wp-content/uploads/2013/03/ABCs-of-Affordable-Housing-in-Kenya.pdf
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Figure 9: Development cost breakdown        

 

Source: Private developer.  

Land: The development land was obtained via outright purchase by the developer at approximately 
KES60 million (USD600 000) for 5.5 acres which translates to KES10.9 million (USD109 000) per acre, and 
makes up four percent of the total project cost. Notably, the price within this submarket has since 
grown by a 10-year compounded annual growth rate of approximately 6.3 percent with the asking prices 
at approximately KES18.9 million (USD18 900) per acre.16 The choice of the location was also motivated 
by a number of factors, including ease of access to the property as it fronts Mombasa Road. This land 
was also less expensive compared to Nairobi suburbs valued at up to KES145 million (US$ 1.5 million) in 
201117, and was also available in large parcels, unlike in most Nairobi suburbs. Furthermore, the land 
also benefited from available infrastructure such as electricity connection. Finally, the site was also well-
located to address the growing demand for housing units in satellite towns where they are relatively 
affordable.  However, the area lacks connection to a sewer line thus the developer constructed a 
treatment plant within the development. 

Project financing: As shown in Figure 10 , The project was financed through equity, senior debt and 
presales at 33 percent, 40 percent and 27 percent, respectively. The presales were solicited from 
approximately 64 percent of the units sold off plan according to the developer, while the equity 
investment was contributed by both the developer and Shelter Afrique (SHAF) in equal amount both for 
Phase one and two.  

 
16 Hass Consult (2021). Land Index Q4’2020. https://hassconsult.co.ke/real-
estate/images/HassLandIndexQ4.2020.pdf Accessed 5 April 2021.  
17 Cytonn Investments (2021). Nairobi Metropolitan Area Land Report (2020). 
https://www.cytonn.com/topicals/nairobi-metropolitan-area-land-report-2020 Accessed 5 April 2021.  
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Figure 10:  Financing structure of the Nairobi  development – Phases 1 & 2  

Source: Shelter Afrique. 

In addition to being an equity contributor, SHAF also financed the project through senior debt. For phase 
two, the senior debt facility amounted to KES398 million (USD3.98 million), however, the loan was not 
fully disbursed. The debt had a tenor of 3.5 years (42 months) - including a grace period of two years 
from first disbursement. The interest rate was set at 18.02 percent—SHAF variable base rate of 16.79 
percent and a 1.23 percent margin. The interest is payable quarterly, including during the grace period. 
At the time when the loan agreement was signed, 2016, the commercial banks’ lending rate was 16.2 
percent.18 Assuming other administration costs thus an additional four percent, the subject senior debt 
was relatively affordable compared to a commercial bank loan.  

Table 1 displays the funding structure. 

Table 1: Funding Structure by Phase 

Phases 
 

Project Cost (KES) 
 

Project Cost (USD) 
 

Funding Structure 

  KES USD % 

1 755.7 mn 7.6 mn 

Equity (The Developer) 120.0 mn 1.2 mn 16% 

Equity (SH-AF) 120.0 mn 1.2 mn 16% 

Senior Debt 271.0 mn 2.7 mn 36% 

Pre- Sales 244.0 mn 2.4 mn 32% 

2 695.9 mn 7.0 mn 

Equity (The Developer) 120.0 mn 1.2 mn 17% 

Equity (SH-AF) 120.0 mn 1.2 mn 17% 

Senior Debt 309.3 mn 3.1 mn 44% 

Pre- Sales 146.6 mn 1.5 mn 21% 

  1,451.6 mn 14.5 mn         

 
18 Central Bank of Kenya (2021). Banking Sector Annual Report (2016). 
https://www.centralbank.go.ke/uploads/banking_sector_annual_reports/323855712_2016%20BSD%20ANNUAL%
20REPORT%20V5.pdf Accessed 5 March 2021. Pg. 36. 
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https://www.centralbank.go.ke/uploads/banking_sector_annual_reports/323855712_2016%20BSD%20ANNUAL%20REPORT%20V5.pdf
https://www.centralbank.go.ke/uploads/banking_sector_annual_reports/323855712_2016%20BSD%20ANNUAL%20REPORT%20V5.pdf
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Source: Shelter Afrique. 

Generally, the cost of financing for developers has remained relatively high in Kenya, crippling the 
achievement of affordable housing as the cost of funds is passed on down to the buyers through the 
unit prices. This challenge has been exacerbated by the bank dominance with approximately 95 percent 
of the funding for businesses being sourced from commercial banks (local and international) while only 
five percent is raised from other sources such as the capital markets.19 Although banks remain the main 
source of construction financing, developers are exploring structured financing options such as real 
estate structured notes which may include project notes, real estate-backed medium-term notes and 
other high yield loan notes, and Real Estate Investment Trusts (REITS). However, these options, 
especially the REITs, are yet to gain substantial traction in the market. 

Infrastructure Investment: External infrastructure exists around the development with Mombasa Road 
under the Kenya National Highways Authority, while power disbursement is already in place through the 
Kenya Power and Lighting Company (KPLC).  However, the area lacks reliable water from the local 
county government thus the developer had to sink a borehole for household consumption within the 
property as part of the internal infrastructure. In addition, the area lacks sewer connection, thus the 
developer constructed a treatment plant within the premises.  

Other internal infrastructure provision includes driveways, parking, water reticulation and storage, 
power, storm water drainage and telecommunication ducts. The provision of infrastructure was 
relatively inexpensive given that it was mainly basic internal works at approximately KES27.5 million 
(USD275 000), which translates to approximately 2.5 percent of the construction cost (2 percent of the 
development cost).  

Following the completion of development works, the property was handed over to a property 
management team under the developer. The main responsibilities of the property manager are to 
maintain and service the internal infrastructure and common facilities within the development and 
oversee security and waste management.  The cost of maintenance and servicing is met by the unit 
occupiers through payment of a monthly service charge of KES1 500 (USD15), KES2 500 (USD25) and 
KES3 500 (USD35) for 1, 2 and 3 bedroom units, respectively. In addition, water and electricity are 
metered into the housing units individually, and paid directly to the property developer and KPLC, 
respectively. The cost of these utilities is dependent on the household’s consumption. 

Building and Construction: Construction cost is a factor of both labor and materials, and this cost makes 
up the highest percentage of the development cost at approximately 73 percent. The relatively high cost 
is attributable to taxes on materials and import-related costs, noting that the quality and level of finishes 
also greatly influenced the cost of delivering the unit. The unit features include: a modern fitted kitchen, 
spacious bedroom and lounge area and laundry or drying area with facilities for a washing machine. 

According to online sources, the cost was also influenced by the cost of the foundation noting the initial 
structural defects reported during Phase 1, thus, the developer was instructed to rehabilitate and 
refurbish the two defective blocks, leading to additional construction costs. 

Finally, the use of brick and mortar is likely to have contributed to the relatively high construction cost 
(although alternative building technologies may not necessarily be cheaper). This is mainly because the 

 
19 Cytonn Investments (2021). Capital Markets as a Catalyst for Economic Growth (2019). 
https://cytonn.com/topicals/capital-markets-as-1 Accessed 27 March 2021. 

https://cytonn.com/topicals/capital-markets-as-1
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brick-and-mortar method is time consuming and brings other costs such as financing, labor costs and 
professional fees.  

To minimize building costs, the developer constructed five-storey blocks (ground +4) thus eliminating 
the need for lifts which is a requirement by the law for buildings with more than five floors.  

Marketing Strategy: The developer has a comprehensive marketing strategy, including: the use of the 
mainstream media through shows such as Property TV, the project website and social media platforms. 
Through these platforms, the developer communicates relevant project details, unit features, pricing 
and discounts on units whenever applicable. Marketing costs account for approximately four percent of 
the total development cost.  

4.1.4.3. Unit pricing 

In terms of product pricing, the developer revised the pricing upwards upon achievement of project 
milestones, evidenced by the eight percent difference between the launching price and the unit 
completion price for Phase 1. For Phase 2, the pricing remained constant as the units were completed at 
a time when the real estate sector was recording sluggish performance, leading to stagnation in most 
property prices countrywide. In addition, Phase 2 was impacted by speculation on the quality of the 
product following the structural defects reported in Phase 1.  

Table 2: Unit pricing points 

Phase 1 - 240 Units 

Typology/No. of 
bedrooms 

No. of 
Units 

Size (SQM) Starting Unit 
Price (KES) 

Starting 
Unit Price 
(USD) 

Completion 
Unit Price (KES) 

Completion 
Unit Price (USD) 

1 bedroom 120 48 SQM 2.4 mn 24,000 2.6 mn 26,000 

2 bedroom 60 82 SQM 4.0 mn 40,000 4.6 mn 46,000 

3 bedroom 60 107 SQM 5.5 mn 55,000 5.5 mn 55,000 

Phase 2 - 200 Units 
1 bedroom 60 48 SQM 2.95 mn 29,500 2.95 mn 29,500 

2 bedroom 100 84 SQM 4.95 mn 49,500 4.95 mn 49,500 

3 bedroom 40 114 SQM 6.50 mn 65,000 6.50 mn 65,000 

Source: Private developer. 

As shown in Table 2, the number of 1 and 3 bedroom units were reduced in Phase 2 compared to Phase 
1, while the number of 2 bedroom units was increased. The decline in the number of 1 and 3 bedroom 
units is attributable to relatively low demand and narrow price appreciation, evidenced by the eight 
percent increase in starting prices for the former while 3 bedroom unit prices stagnated. Two bedroom 
units recorded the highest price appreciation at 15 percent thus indicating better performance, and thus 
the developer’s move to have more 2 bedroom units in Phase 2.  

To date, the project has reported 100 percent sales in Phase 1 and 60 percent in Phase 2. Of this, 64 
percent of the units were sold off plan. 
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4.1.5. Buyer’s perspective 

4.1.5.1. Clientele profiling 

In order to gather information on the buyer’s perspective, a household survey was conducted which 
covered a sample of 14 buyers and tenants within the development. Of the 14, four were tenants, eight 
were owners and unit occupiers, and two were owners but did not occupy the units themselves. 
According to the property manager, approximately 80 percent of the units are occupied by tenants and 
not the buyers themselves, suggesting that the majority of the units were purchased as investments, to 
be rented out. This can be attributed to unaffordability of the units to middle income earners, who are 
the main tenants, due to relatively low-income levels which make them unable pay installments and 
service mortgages.  

As shown in Figure 11, six of the resident households interviewed work within the Nairobi CBD, not too 
far from the development, while other common places of work include Mombasa Road and Athi River. 
In addition, the development hosts tenants working abroad who are mainly drawn to the property due 
to proximity to the airport.  

 

 

Figure 11: Place of work of 12 resident households interviewed 

 

Source: Household Survey. 

Out of the 14 respondents surveyed, ten work within the formal sector while four are employed in the 
informal sector. The average single household gross income stood at approximately KES161 667 (USD1 
617) per month and households were composed of 3-4 persons on average.  

4.1.5.2. Expenditure priorities 

Ranking their five top expenditure priorities, the respondents placed rent (inclusive of utilities and 
service charge) at the top of the pyramid, taking up approximately 16 percent of their monthly income 
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(Figure 12). Other top priorities included food and household shopping, school fees, transport and 
health services, in that order.  

Figure 12: Pyramid of expenditure priorities 

 

* Exact amount spent on these expenditures were not disclosed by respondents 
Source: Household Survey 2021.20 

The cost of utilities for residents within the development goes hand in hand with the rent and is 
tabulated on a monthly basis. Of the 12 respondents living within the property, nine households spend 
approximately 2.3 percent of their household income on utilities, and this ranges between KES 2 000 
(USD 20) and KES 5 500 (USD 55). Utilities covered include water and electricity. Water is mainly sourced 
from a borehole within the development and individually metered to the unit, while electricity is 
supplied by the Kenya Power & Lightning Company and metered to housing units individually as well.  

As shown in Table 3, monthly rent rates within the development are approximately KES16 000 (USD160) 
for a one bedroom unit, KES25 000 (USD250) and KES35 000 (USD350) for two and three bedroom units, 
respectively, inclusive of the service charge which covers garbage collection, common area cleaning and 
lighting and security.21 These rent prices could vary slightly depending on the agreement between the 
specific unit owner and the tenant. Assuming the tenants spend approximately 16 percent on rent,22 the 
monthly income required to afford renting a one, two and three, bedroom unit within the development 
is KES100 000 (USD1 000), KES156 250 (USD1 563) and KES218 750 (USD2 188), respectively.  

Table 3: Monthly Rental Rates by Typology 

Typology Monthly Rent (KES) Monthly Rent (USD) 

1 bedroom KES 16,000 160 

2 bedroom KES 25,000 250 

 
20 The breakdown of priorities and ranking is sourced from the household survey conducted. The survey included 
telephonic conversations and one-on-one interviews. 
21 The rental charges of the units vary slightly depending on the owner of the specific unit. Therefore, these values 
are the minimum rental rates informed by the sample of households surveyed and the property manager. 
22 Renting households who were interviewed reported spending approximately 16 percent of their income on rent. 

Rent & Utilities-16% 

*Food & Household 
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*Health Services
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3 bedroom KES 30,000 300 

Source: Household Survey, Property Manager. 

As noted above, the area is accessible via public transport through Mombasa Road. The two-lane 
Nairobi-Mombasa Highway is currently being converted into a dual carriageway to address the 
increasing traffic congestion between Kenya’s capital city Nairobi and the country’s major port city 
Mombasa. These roadworks, which are expected to be completed by 2024, have resulted in the 
disruption of movement along the highway thus posing a challenge mainly for commuters. Of the 12 
resident households surveyed, nine use personal vehicles to get to work, with a fuel consumption of 
approximately KES10 667 (USD107) per month. For the three public transport users surveyed, the 
amount spent translates to approximately KES5 667 (USD57) per month on average. Assuming a 
household income of approximately KES150 000 (USD1 500) per month,23 the transport cost translates 
to approximately 4-7 percent of the household income, depending on the applicable means. (This 
percentage spent on transport is consistent with the World Bank paper by Nohn et al. and slightly less 
than the assumption used in the demand side calculator which estimates 8% of household income spent 
on transport if the house is 26-35 kms from the city centre).  

4.1.5.3. Mode of purchase financing 

The main payment options provided to the buyers were an installment payment plan, mortgage or lump 
sum cash payment. 

Installments Payment Plan: Out of the 10 unit owners who participated in the household survey, 6 paid 
for their units through installment plans agreed upon with the developer. According to the developer, 
68 percent of the total sales were financed through the installment option. For households who have 
funds to invest, the instalment sale option has the advantage of flexibility and affordability compared to 
the relatively high mortgage rates and requirements, and also offers expected returns. As shown in 
Table 4, buyers can pay approximately 56 percent of the unit value as deposit, and settle the balance in 
12, 24, 36 or 48 month installments. Key to note, the installment payment option can also be 
customized depending on the buyer’s financial muscle.  

 
Table 4: Instalment Payment Plans 

House type Price Deposit Balance 
12-month 

instalments 
24-month 

instalments 
36-month 

instalments 
48-month 

instalments 

1 Bedroom 2 950 000 1 600 000 1 350 000 121 213 64 817 46 140 36 891 

2 Bedroom 4 950 000 3 000 000 1 950 000 175 085 93 625 66 646 53 287 

3 Bedroom 6 500 000 3 500 000 3 000 000 269 361 144 039 102 533 81 780 

Source: Private developer. 
 

Mortgage: Potential buyers have to make their own personal arrangements for mortgage facilities from 
banks such as Equity and Housing Finance. Typical market terms are an 11 year average mortgage tenor 
and 12 percent interest. Nevertheless, one of the civil servants surveyed indicated they were able to 

 
23 This is the median monthly income of the respondents. 
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acquire a subsidized mortgage facility valued at 50 percent of the property value at a five percent 
interest rate and 20 year tenor.  

From the sample of 10 buyers interviewed, 3 respondents purchased via mortgage. This is consistent 
with the rate of mortgages in the project as a whole: of the total sales achieved so far, only 27 percent 
used the mortgage option. The relatively low use of mortgages is evidence of the overall low mortgage 
uptake in Kenya attributable to stringent requirements including: relatively high interest rates of up to 
13 percent according to the Central Bank of Kenya; deposit requirement of a minimum of approximately 
10 percent of the property value; short tenors averaging at 11 years as at 2019; and lack of enough 
credit risk information for individuals in the informal sector.  

Lump Sum Cash Payment- Cash buyers get a 10 percent discount on the unit price. Out of the sample of 
10 buyers interviewed, only one respondent purchased through lump sum cash. According to the 
developer, five percent of total sales for the project were financed via this option. This payment option 
mainly lacks popularity due to households’ limited disposable income.  

4.1.5.4. Key factors considered while buying/renting into the property 

The households surveyed listed three factors they considering in buying or renting: 

• Availability of Water: The area generally lacks reliable county water connections and thus water 
is a persistent challenge for residents in the area. Residents within the development pointed to 
the availability of water through the internal borehole as the key reason for choosing to reside 
within the property. 

• Security: The property has a perimeter fence and is manned by security guards. 

• Location: The development is well-located in relation to transport, as the property fronts 
Mombasa Road and is served by public transport. 

On the other hand, survey respondents identified the following challenges with living in the 
development: 

• Current unavailability of a convenient grocery store within the development. 

• Unavailability of a quality healthcare facility in close proximity. The closest medical facility to the 
property is situated approximately 2.1 kilometers away. 

• Increased traffic along Mombasa Road amid ongoing road works. However, on completion, the 
expansion of the highway is likely to resolve the issue of traffic congestion along the highway 
and enhance convenience and ease of commuting. 

• Relatively high transport charges for public transport users, with the most common means being 
matatus. 

4.1.5.5. Summary 

The availability of relatively affordable land with already existing external infrastructure has facilitated 
the achievement of relatively low development cost for the developer, thus improving housing 
affordability. 

However, affordability has been crippled by: 
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• Unavailability of tax incentives to support the developer.  One of the incentives that would have 
come in handy in support of the developer is the 25% tax exemption, which allows investors in 
commercial property who spend on social infrastructure such as power, water, sewer lines, and 
roads to recover their expenses within four years, according to the Finance Bill 2012. 
 

• Inadequate infrastructure: The area was lacking water supply and sewer line connections, 
resulting in the developer needing to install this infrastructure at their own cost. 
 

• Relatively expensive cost of funding through senior debt which made up the largest percentage 
of the financing. 

According to the developer, the project was ostensibly targeted to lower middle-income individuals 
seeking to buy into the affordable housing concept, though not exclusively. However, according to the 
property manager, approximately 80 percent of the unit buyers invested to gain rental income and not 
necessarily to reside in the units themselves, suggesting that the project failed to reach its target market 
for purchase. This was largely due to the following factors which reduced the affordability of the units 
from the households’ perspective: 

• Unavailability and un-affordability of mortgages in the Kenyan market, with an interest rate of 
up to 13 percent and average tenor of 11 years, and required 10 percent minimum deposit, has 
locked out potential buyers. 
 

• For this reason, the most common mode of purchase was installment payment which favors 
individuals with an above-average household income and considerable savings. 
 

• The tenants and buyers of the units earn approximately KES150 000 (USD1 500) per month 
(based on sample of households interviewed) which makes up only approximately 2.9 percent of 
the formally employed Kenyan population.24 
 

• Competing expenditure priorities are mainly household shopping, transport and school fees. 

4.2. Case study in Kigali, Rwanda 

4.2.1. Project overview 

The case study in Kigali, Rwanda is a master planned development spanning 30 hectares of land. The 
project is located by the Kigali Central Business District in Nyarugenge District. The large piece of land 
belonged to City of Kigali which decided to approach Development Bank of Rwanda (BRD) and Shelter 
Afrique to develop it at a subsidized cost. Ten hectares of the land was purchased by Shelter Afrique and 
the Development Bank of Rwanda, while the rest was in partnership with the City of Kigali. The land was 
then transferred to a project company at a relatively low cost of Rwf 5 056 (USD5)25 per square metre. 

 
24 Kenya National Bureau of Statistics (2021). Statistical Abstract 2019. 
https://www.knbs.or.ke/?wpdmpro=statistical-abstract-2019&wpdmdl=5667&ind=hf4zC42ar-uAE5k2HLr_TP2ZyC-
OO3p0Hat26EbAgsow7YV8ghU_TS813FwF0Gq6 Accessed 16 February 2021. Pg. 44 & Pg. 47. 
25 Conversion Rate US$= Rwf980 

https://www.knbs.or.ke/?wpdmpro=statistical-abstract-2019&wpdmdl=5667&ind=hf4zC42ar-uAE5k2HLr_TP2ZyC-OO3p0Hat26EbAgsow7YV8ghU_TS813FwF0Gq6
https://www.knbs.or.ke/?wpdmpro=statistical-abstract-2019&wpdmdl=5667&ind=hf4zC42ar-uAE5k2HLr_TP2ZyC-OO3p0Hat26EbAgsow7YV8ghU_TS813FwF0Gq6
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The project company is 50 percent- owned by Shelter Afrique and 50 percent by Development Bank of 
Rwanda (BRD). 

The project is set to be implemented in four phases, each delivering approximately 500 housing units. 
Construction activities began in 2018 and the timeline of the project was originally two to three years 
including design and engineering, but due to the impact of the Covid-19 pandemic, the timeframe has 
been extended to three to four years. The change in timelines is also attributable to the process of 
onboarding of a new developer which is underway, following the exit of the initial private developer, 
citing financial challenges attributable to the Covid-19 pandemic. 

On completion, the development will comprise 70 percent affordable housing units priced to a 
maximum of Rwf35 million (USD35 714) per unit, while 30 percent will be priced at market rates. This 
translates to approximately 1 400 and 600 housing units, respectively. For the affordable housing units, 
the project’s target population are mainly formally employed individuals who have a monthly household 
income of Rwf200 000 (US$204) to Rwf700 000 (US$ 714) (low to middle income), with the primary 
target being first-time home buyers.26 Notably, in order to assess eligibility for affordable units, the 
developer accesses information from the land center27 to determine whether applicants own or have 
previously owned land or houses. The land center is a platform provided by the Rwanda government, 
from which one can obtain information on an individual’s property ownership records. 

4.2.2. Rwandan housing context 

According to the Rwanda Habitat III Report (2015), a Housing Market Study for Kigali conducted in 2012 
estimated that total housing need for Kigali was approximately 460 000 units between 2012 and 2022, 
of which almost 345 000 units would need to be newly constructed. The study, conducted by the Planet 
Consortium, stratified the housing demand in Kigali as follows: 12.6 percent social housing units, 54.1 
percent affordable housing, 32.8 percent mid-range housing and only 0.5 percent premium housing.28 
 
The above breakdown was informed by the National Housing Policy (2015) which segments the 
Rwanda’s housing market into four:  

• ‘Social housing’: intended to provide for very poor households, holocaust survivors and other 
indigent households not able to meet their own housing needs. Such households generally earn 
less than Rwf35 000 per month (USD36).  

• ‘Affordable Housing’: intended for households earning below Rwf200 000 per month (USD204)  

• ‘Mid-Range’ housing: for households earning up to Rwf900 000 per month (USD918)  

• ‘Premium Housing’: for those earning above Rwf900 000 (US$ 918) per month.29  

 
26 Email correspondence with Regina Michael, Chief Executive Officer. Rugarama Park Estate Limited, 8 February 
2021. 
27 Rwanda Land Management and Use Authority (RLMUA). Land Information Inquiry Portal. 
https://landinformation.rlma.rw/ Accessed 22 March 2021. 
28 Habitat Org. (2021). Rwanda Habitat III Report (2015). http://uploads.habitat3.org/hb3/RWANDA-HABITAT-III-

REPORT_17.12.15.pdf Accessed 27 February 2021. Pg.69.  
29 Centre for Affordable Housing Finance in Africa (2021). Assessing Rwanda’s Affordable Housing Sector (March 
2019) http://housingfinanceafrica.org/app/uploads/CAHF-Rwanda-HEVC-and-HCB-FINAL.pdf (Accessed 22 March 
2021). Pg. 12. 

https://landinformation.rlma.rw/
http://uploads.habitat3.org/hb3/RWANDA-HABITAT-III-REPORT_17.12.15.pdf
http://uploads.habitat3.org/hb3/RWANDA-HABITAT-III-REPORT_17.12.15.pdf
http://housingfinanceafrica.org/app/uploads/CAHF-Rwanda-HEVC-and-HCB-FINAL.pdf
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The National Housing Policy emphasises the great need for affordable housing30 units within Rwanda, 

which the Government of Rwanda defines as housing costing less than Rwf35 million (USD35 714). 

Notably, according to the Housing Market study done in the City of Kigali by the International Growth 

Centre (IGC) in 2018, approximately 70 000 new dwelling units were needed by 2028, where 70 percent 

of these lay in Affordable Housing category.31 This project was conceived in this context, designed as an 

accredited affordable housing project aimed at contributing to the resolution of an existing and growing 

demand for affordable housing units. 

4.2.3. Case study research methodology 

This case study was informed by data obtained from the estate’s management through: telephonic 
conversations and virtual meetings with the developer’s Chief Executive; email correspondence with 
Shelter Afrique and the developer; relevant documents on the project available on the developer’s 
website; telephonic interviews with five clients; and interviews with two banks (Bank of Kigali and the 
Development Bank of Rwanda which are involved in the issuing of both affordable and market rated 
mortgage facilities to the buyers). In addition, data was obtained from online sources which included: 
published statistical reports, government-authored documents, articles published in the mainstream 
media and other documents from organizations such as the World Bank. 

4.2.4. Developer’s perspective 

The development is situated right outside of Kigali, close to the tarmac road of Nyamirambo to 
Mageragere. The development is 20 minutes away from the central business district of Kigali and can be 
accessed through high density commuter buses by road. There are plans to develop bus rapid transit 
(BRT)32 to the region enhancing accessibility in and out of the area.  

The location of the development was supported by proximity to public facilities such as railway stations 
and roads, and existing institutions such as schools and hospital. 

 

 

4.2.4.1. Project plan 

The project was launched in 2018 and was originally set to be completed in two to three years. 
However, due to the delays caused by the Covid-19 pandemic, this period has been extended to three to 
four years. The project is broken down into four phases of 500 units each, consisting of apartments, row 

 
30 According to the National Housing Policy (2015), affordability refers to financially and administratively accessible 
housing. It depends on the income available per household for different segments of the population, the cost of a 
housing unit, and on the funding and financing models for both, public infrastructure and building construction, 
and for end user finance. For a housing development scheme to be considered affordable, it shall offer such types 
of units which are in accordance with the real income structure in the concerned area. As an indicative orientation 
access to housing is considered affordable, if about a third of the income is spent on it. 
31 Rwanda Housing Authority (2021). Affordable Housing Program (2020). 
https://www.rha.gov.rw/index.php?id=41#:~:text=Affordable%20housing%20program%20targets%20low,Renting
%20to%20own. Accessed 4 March 2021. 
32 Bus rapid transit (BRT), also called a busway or transit way, is a bus-based public transport system designed to 

improve capacity and reliability relative to a conventional bus system. BRT aims to combine the capacity and speed 
of a metro with the flexibility, lower cost and simplicity of a bus system. 

https://www.rha.gov.rw/index.php?id=41#:~:text=Affordable%20housing%20program%20targets%20low,Renting%20to%20own
https://www.rha.gov.rw/index.php?id=41#:~:text=Affordable%20housing%20program%20targets%20low,Renting%20to%20own
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houses and town houses. The units will sit on 30 hectares which translates to each phase sitting on 
approximately 7.5 hectares of land. The development will also include a commercial centre of 
approximately 1 200 square metres hosting convenient facilities. 
 
The project is situated in the serene and secure Kigali CBD outskirts, making it a preferred area for 
residence especially by families. The project is in close proximity to major towns such as Rugarama, 
Nyarugenge, and Kimihurura thus residents can easily access social amenities such as shopping malls 
and learning institutions with two already existing schools and a hospital adjacent to the development.  
 
Nyarugenge District is served by a good transport network with tarmac roads in and out of the area 
making the development easy to access. The external infrastructure is provided by the government 
through the district, thus reducing the development cost burden on the developer and enabling the 
delivery of housing units at a relatively lower cost. The area boasts a good electricity connection while 
water into the area is set to be provided by the government. However, the area lacks a sewer line 
connection thus the developer has to set up a treatment plant within the development. 

4.2.4.2. Target market 

The Rwanda residential market has a small number of small-scale local developers undertaking small-
scale developments on land purchased from government or private individuals. These products are 
mostly aimed at the middle-upper income groups: Rwf24.5 million (USD25 000) to Rwf49 million (USD50 
000) and use a combination of local (cement and clay bricks) and imported materials that generally 
result in good quality finishes. There are also a limited number of larger locally-based developers, most 
with international connections (generally to Europe, India and the Middle East) giving them access to 
external equity and working capital. These locally-based developers can undertake larger 
developments—50 to 100 units per phase—resulting in developments of 250 to 500 units, generally 
aimed at the upper income segment, costing in the range of Rwf29.4 million (USD30 000) to Rwf88.2 
million (USD90 000).33  
 
Despite the fact that per capita incomes have risen more rapidly in Rwanda than in most of its regional 
neighbors, housing affordability remains a key challenge. According to the Labour Force Survey, the 
average monthly remuneration was Rwf58 677 per month (USD60) for paid employment, and median 
remuneration was only Rwf20 800 (USD21).34 Employed members of households would therefore need 
to be earning substantially more than the national average, and/or a number of household members 
would need to be employed, in order for aggregate household incomes to meet the affordability 
requirements for mid-range or premium housing within the market.  
 
Given this context, the affordable housing segment has continued to witness increased demand while 
remaining undersupplied, thus prompting the birth of projects such as this one. The units are priced up 
to Rwf35 mn (USD35 000) thus qualifying the project as an accredited Affordable Housing development 
project, eligible for government support and incentives. The target population for the affordable 

 
33 Centre for Affordable Housing Finance (2021). Assessing Rwanda’s Affordable Housing Sector (2019). 
http://housingfinanceafrica.org/app/uploads/CAHF-Rwanda-HEVC-and-HCB-FINAL.pdf (Accessed 1 March 2021) 
Pg. 14.  
34 National Institute of Statistics of Rwanda (2021). Rwanda Labor Force Survey (2017). 
https://www.statistics.gov.rw/publication/labour-force-survey-report-august-2017 Accessed 22 March 2021. Pg. 
10. 

http://housingfinanceafrica.org/app/uploads/CAHF-Rwanda-HEVC-and-HCB-FINAL.pdf
https://www.statistics.gov.rw/publication/labour-force-survey-report-august-2017
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housing units are formally employed individuals who have a monthly household income between 
Rwf200 000 (USD204) and Rwf700 000 (USD714), with the primary target being first-time home buyers. 

4.2.4.3. Development cost breakdown 

The project development cost comprises of all costs related to the delivery of the housing units. These 
costs are influenced by land pricing, the cost of labor and materials, regulatory and statutory 
requirements, availability and cost of financing, the investment on infrastructure and other soft costs 
such as marketing expenses.  
 
As shown in Table 5, the development cost totaled to Rwf60 360 (USD 61.6 million).  
 
Table 5: Development cost breakdown 

 USD RWF 
Percent 
share 

Construction cost 36.8 mn 36 064 mn 65% 

Amenities 1.7 mn 1 666 mn 3% 

Internal infrastructure 14.4 mn 14 112 mn 25% 

Other costs: marketing, advertising and sales 0.5 mn 490 mn 1% 

Sum statutory costs and professional fees 1.9 mn 1 891.4 mn 3% 

Land 1.7 mn 1 666 mn 3% 

Project cost 57.0 mn 55 889.4 mn 100% 

Interest on loans 8% 4.6 mn 4 471.2 mn  

Grand total 61.6 mn 60 360.6 mn  
Source: Private developer. 

 
Construction costs take up the largest share of the development cost at 60 percent, as shown in Figure 
13.   
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Figure 13: Development cost breakdown 

Source: Private developer. 

The ability of the developer to cut down on the development cost highly influences the affordability of 
the housing units to be delivered. According to the developer, the relatively large size of the project has 
enabled achievement of economies of scale and thus played a big role in enabling the retention of 70 
percent of the units within the affordable housing price ceiling.  

Land Identification: The development sits on approximately 30 hectares of land. Part of the land was 
purchased by Shelter Afrique and Development Bank of Rwanda (BRD) (10 hectares) and the rest was 
acquired from the City of Kigali, at a relatively low cost of Rwf 5 056 (USD5) per square metre. Phase 1 
development land is valued at approximately USD0.4 million (Rwf400 million), and makes up 
approximately three percent of the development cost. The choice of land was motivated by availability 
of land in bulk, proximity to public facilities such as railway station and roads, and existing institutions 
such as schools and a hospital. 

The property can be accessed by road via high density commuter buses and there are plans to develop 
bus rapid transit (BRT) to the region thus making it ideal for the low to middle income earners, most of 
whom will be working within the Kigali Central Business District. Connections for electricity and water 
supply are covered by a government subsidy extended to the project on the basis of its accreditation as 
an affordable housing development project. Unfortunately, the area lacks a sewer line network thus 
prompting the developer to develop an internal treatment plant within the estate.  

Project financing: The project will be implemented in four phases at a total development cost of 
approximately Rwf60 360 million (USD61.6 million). As shown in Table 6, the developer has so far 
secured financing for Phase 1 only, totaling approximately Rwf9.8 billion (USD9.97 million), covering the 
full development cost. Equity makes up 54 percent of the financing and covers the land costs, 
construction and soft costs such as professional fees and financial charges. The balance of 46 percent is 
bridged by the government subsidy dedicated to covering the cost of infrastructure within the 
development.  

Construction Cost 
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Table 6: Phase 1 project financing structure 

Development 
Cost (RWF) 
  

Development 
Cost (USD) 
    

 
Amount 

RWF USD 

9.8 bn 9.97 mn 
Equity 5,230.8 mn 5.3 mn 

Government Subsidy 4,541.6 mn 4.6 mn 

Source: Private developer. 

Notably, a bridging facility of USD3.5 million (Rwf3.4 billion) was obtained from Shelter Afrique and was 
to be paid back from the government subsidy once this was disbursed. The facility will be used to re-
imburse the developer for the works done in developing the infrastructure of the project. While it is 
positioned as a form of re-imbursement, the developer will deploy the funds received in continuing the 
development (construction) of Phase 1 of the project. The terms of the facility included a 2 year tenure 
including a 1 year moratorium on Principal, and an indicative pricing at 6 month LIBOR (0.21 percent as 
at 10 February 2021) + 561 bps. Interest is payable semi- annually. 

These lending rates are quite low compared to the market lending interest rate of approximately 16.1 
percent (2020) according to Rwanda’s Central Bank, thus contributing to the achievement of the 
development’s low cost housing through a relatively low cost of funding. In Rwanda, lending rates have 
been relatively higher averaging 16.6 percent in 2019, prior to policy interventions by the Central Bank’s 
Monetary Policy Committee (MPC) aimed at cushioning the economy from the effects of the COVID-19 
pandemic through increasing capital flow in the market. The most applicable policy in this case is the 
repo rate which was revised downwards from 5.0 percent to 4.5 percent in April 2020.  

Infrastructure Investment: Situated near the Rugarama Market and the tarmac road of Nyamirambo to 
Mageragere, the area enjoys good transport networks, electricity and water connection, thus saving the 
developer the cost of providing any external infrastructure.  

Internal infrastructure provided by the developer includes: platforms, roads, retaining structures, 
electricity, water, drainage, landscaping and the waste treatment plant. The cost of providing internal 
infrastructure across the entire project is estimated at Rwf14 112 million (USD14.4 million), comprising 
23 percent of the total development cost.  

Due to its status as a government-accredited affordable housing project, the project was awarded a 
housing infrastructure subsidy grant of approximately Rwf456.8 million (USD4.6 million) by the Rwanda 
Government for Phase 1. The subsidy covers connections for electricity and water supply, reducing the 
cost per unit by approximately 30 percent and thus significantly enhancing affordability.  

Approvals and Regulatory Requirements: The developer met all regulatory requirements and received 
all the relevant approvals required for the implementation of the project. Some of these included: the 
project approval permit, surveys, 3D rendering and construction documentation. A project geotechnical 
soil study and geotechnical investigation were conducted to assess the viability of the project. In 
addition, the project has brought on board relevant consultancy services including: architectural, 
mechanical engineering, civil engineering and project management. For all the above, the statutory 
costs and professional fees incurred by the project make up approximately three percent of the 
development costs.  
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Building and Construction: Construction costs take up the largest share of the development cost at 
approximately 60%, and equate to Rwf36 064 million (USD36.8 million). Of the total construction costs, 
labor costs take up only 15 percent while the cost of materials takes up 85 percent.  

To lower the construction cost base, the developer is using Autoclaved Aerated Concrete (AAC) Blocks.35 
The developer shipped a complete (second-hand) factory from Latvia for the production of ‘aircrete’ 
(aerated concrete) blocks. This has created direct employment opportunities for approximately 400 
employees.  

The relatively low cost of labor is facilitated by the utilization of local workers, and only minimal 
specialized labor force is outsourced. To facilitate this, the developer has also embarked on training on 
the use of the AAC technology for building at the site. Notably, despite the developer terminating their 
contract, the factory will be handed over to the incoming developer thus ensuring continuity of use of 
the technology.  

With respect to design, the project comprises a mix of apartments and ground-floor homes, in a 
maximum of three storeys. Due to the height differences of the location, the design focused on 
adequate water drainage during the rainy season, resulting in a terraced landscape. According to the 
site plan, the project is well designed with collective spaces to stimulate the social life of the 
neighborhood namely: shops, walking paths or streets, recreational sporting fields, community hall and 
a commercial centre. The development will also have ample spaces for parking, schools and open green 
spaces.  

Facilities/Amenities: Several facilities and amenities take up approximately 30 percent of the 30 
hectares of development land. The amenities will be implemented in phases and will include: 
restaurants, a hospital, schools, sport facilities, green spaces through gardens and a convenient retail 
facility.  The neighborhood is also set to have a shopping centre, built from the 74 shipping containers 
used to transport the concrete. The cost of providing the amenities is estimated at approximately 
Rwf1.666 million (USD1.7 million), making up three percent of the development cost.  

On completion of the project and handing over to clients, an association of homeowners will be 
established for the operational tasks of the development: maintenance of amenities and facilities, 
common area cleaning, solid waste collection and wastewater treatment. The cost of servicing or 
maintaining the amenities is estimated at Rwf100 million per annum (USD 0.1 million), and will be met 
through a monthly contribution, commonly referred to as a service charge, which will be made paid to 
the association by the homeowners.  

Marketing Strategy: The effectiveness of the marketing strategy determines the transaction volumes by 
attracting the target clientele.  As part of the marketing strategy, the developer has an active website 
from which potential buyers can obtain information on the project. The developer also intends to utilize 
social media platforms such as Twitter, Facebook and YouTube once the project works resume. This is in 
addition to pitching to government institutions who are the project’s main target clientele. Besides 
marketing and advertising, the developer has also established a sales department to boost distribution 

 
35 Autoclaved aerated concrete (AAC) is a lightweight, precast, foam concrete building material suitable for 

producing concrete masonry unit (CMU) like blocks. Composed of quartz sand, calcined gypsum, lime, cement, 
water and aluminum powder, AAC products are cured under heat and pressure in an autoclave. AAC blocks are a 
very strong building material. AAC blocks have the strength of more than 4N/mm2(MPa). They are more strong, 
robust and safe than both bricks and concrete blocks. AAC blocks are light and convenient to work for masonries. 
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and uptake of the housing units, in addition to constructing three model units for viewing by potential 
buyers. These marketing activities will cost approximately Rwf490 million (USD0.5 million), which 
comprises 0.8 percent of the total development cost.  

4.2.4.4. Unit pricing 

The development offers three types of housing: apartments, row houses and townhouses of one 
bedroom, two bedroom and three bedroom units. The units vary in size with smallest unit being a 39 
square metre one bedroom unit, while the largest unit is a 95 square metre, three bedroom apartment. 
Since the launch, the pricing of these units has ranged from Rwf13 million (USD13 265) to Rwf35 million 
(USD35 714), depending not only on the unit size and typology, but also on the mode of payment.  

As development and sales milestones were met, the developer embarked on revising the prices upwards 
with the aim of the enabling the developer to recover costs and enhance achievement of profit margins.  
However, at the time of this study, the newly proposed prices were at the project board review level. 
Given that the project is being implemented in phases, this means that the initial selling prices for the 
other phases will differ depending on the specific phase.  

In spite of this upward revision, the developer will retain 70 percent of the housing units within the 
affordable housing price ceiling of Rwf35 million (USD35 714), while the 30 percent of the units will be 
priced at market rates in order to enhance the profit margins (Table 7).  

Table 7: Unit sizes and prices 

Typology 
No. of 

bedrooms 

No. of 
Units 

(Phase 1) 
Size (SQM) 

Starting Unit 
Price (RWF) 

Starting Unit Price 
(USD) 

Row House Studio 38 39 SQM 13.0 mn 13,265 

Apartment 2 bedroom 48 55 SQM 18.0 mn 18,367 

Apartment  2 bedroom 308 61 SQM 20.0 mn 20,408 

Townhouse 2 bedroom 66 72 SQM 23.0 mn 23,469 

Apartment 3 bedroom 42 95 SQM 35.0 mn 35,714 

1 USD = Rwf980 
Source: Private developer. 
 

4.2.5. Buyer’s perspective 

4.2.5.1. Clientele profiling 

According to information provided by the developer, the buyers work in both the private and public 
sectors with monthly household incomes ranging from Rwf200 000 (USD204) to Rwf700 000 (USD714). 
The majority of the home buyers work within Kigali CBD which is very close to the area and is easily 
accessible via public transport. In addition, most buyers are acquiring the units for residential purposes 
and not as an investment asset.  

Informed by telephonic interviews conducted with five buyers, the main factors drawing buyers into the 
property include: affordability of the housing units, proximity to the place of work which is mainly Kigali, 
availability of reliable public transport, proximity to learning institutions, hospitals and other amenities, 
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and the ease of access given the relatively good transport network. The most common means of 
transport to Kigali is public transport, which costs approximately Rwf200 (USD 0.2) thus very convenient 
and affordable to commuters working within Kigali CBD.  

The current delays in the implementation of the project were cited as a key area of concern for the unit 
buyers given that updates have been scanty from the developer’s end. In addition, this has slowed down 
the process of securing mortgage facility as the project development activities remain suspended. 
Nevertheless, the government stake in the project has helped to build of confidence regarding the 
successful implementation of the project, eventually.  

Construction works are set to resume once the process of onboarding a new developer is finalized, with 
plans in place to deliver Phase 1 in approximately six months after construction works resume.  

4.2.5.2. Buyer financing 

The two payment options offered to buyers are cash installment payment option and mortgages. For 
the cash purchase, the buyer pays a down payment of 10 percent of the unit value on booking, first 
installment equivalent to 70 percent of the unit value 3 months after booking and the balance of 20 
percent of the unit value on completion of the unit. As is market practice, the cash option is usually 
discounted as compared to the other payment options, mainly the mortgage option depending on the 
applicable terms. However, given the limited disposable income among households within the low and 
middle income levels, the installment plan is less preferred. It is important to note that the outlined cash 
installment plan is standardized for ease of management given the massive nature of the project. 
 
Out of the five buyers interviewed, three are fully financing their purchases via cash, and one through a 
70 percent mortgage facility.  The fifth buyer is financing the purchase through a combination of 
installment plan (55 percent) and mortgage (45 percent). Notably, the interviewee seeking to secure a 
70 percent mortgage facility will do so at market rates of 16 percent interest rate and 15- year tenor 
from the Bank of Kigali, as his income surpasses the maximum monthly income ceiling of Rwf700 000 
(USD714) required for affordable mortgage loans. 
 
For the mortgage option, with the support of the World Bank, the private developer has partnered with 
numerous local banks namely Bank of Kigali, Kenya Commercial Bank, Bank of Africa, Commercial Bank 
of Africa, and ZIGAMA CSS (The Army Bank) to offer up to 100 percent mortgages with interest rates as 
low as 11 percent and a 20 year maximum tenor. These terms are relatively affordable compared to the 
typical market interest rate of 16 percent per annum, tenor of 15 years and a required deposit of 30 
percent of the property value.36 These mortgage arrangements will be maintained even after the private 
developer exits the project as it is anchored on the Rwanda Housing Finance Project (RHFP) by the 
World Bank.37 It’s likely that lending will be made easier by the nature of the project’s target clientele 

 
36 Centre for Affordable Housing Finance in Africa (2021). Africa Housing Finance Yearbook- Rwanda Profile (2020). 
https://housingfinanceafrica.org/documents/2020-housing-finance-yearbook-rwanda-profile/ 
 Accessed 22 March 2021. 
37 The Rwanda Housing Finance Project (RHFP) is a US$150 million five-year project aiming at expanding access to 
housing finance to households and to support capital market development in Rwanda. The International 
Development Association (IDA) Scale-up Facility credit was approved by the Board on November 29, 2018 and 
became effective on April 10, 2019. It includes: i) Provision of Long-term Finance to Expand Housing Finance 
includes a Line of Credit to support the provision of housing loans by Rwandan financial institutions; and ii), 

https://housingfinanceafrica.org/documents/2020-housing-finance-yearbook-rwanda-profile/
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who are mainly the formally employed individuals working in government institutions with lower credit 
risk and thus desirable by lenders.  

Thus far, the developer has achieved 22 percent sales in Phase 1, which equates to 109 units. Of these, 
93 percent (101 units) were purchased via cash, while seven percent (8 units) were purchased with a 
mortgage. According to the investment manager of housing, infrastructure and special projects portfolio 
at the Development Bank of Rwanda, no affordable mortgages have been issued to buyers and all 8 
purchases were done before the World Bank-supported mortgages were introduced. From the buyers 
interviewed, the relatively favorable affordable mortgage terms have significantly impacted on the 
popularity of the mortgage option of purchase and are expected to be the more popular purchase 
option going forward. The mortgage facilities provided by the partnering banks range between 80 
percent and 100 percent of the property value depending on the buyer’s needs and specific agreement 
with the lender. 

The Bank of Kigali is one of the lenders partnering with World Bank to provide affordable mortgage 
facilities to potential buyers of homes within the development. According to the mortgage officer, the 
uptake of the mortgages has been sluggish with only 14 clients under their portfolio at different stages 
of issuance of the loans. In recent months, approximately 16 mortgages have been cancelled with 
buyers due to delays in implementation of the project and the lack of visibility of completion. With the 
lending at relatively favorable terms (11 percent interest rate, 20 year maximum tenor and a 10 percent 
of the property value as deposit, compared to the typical market terms of 16.5 percent, 15 years and 30 
percent), the lender expected to have a minimum of one hundred affordable mortgage accounts. 

The affordable mortgage loans beneficiaries are individuals both in the private and public sector, on 
condition they meet the main requirement of a gross income of between Rwf200 000 (USD204) and 
Rwf700 000 (USD714) per month.38 Individuals in the informal sector also quality for the loans on 
condition they meet the above requirement, but key to note, they are not a key target clientele for the 
developer, as the developer is focusing on the formally employed persons. 

From the interview with the Bank of Kigali mortgage officer, apart from the recent cancelling of 
mortgages, the lending process has been seamless from the lender’s end. However, a key challenge that 
has been noted is that some potential buyers within the above-mentioned income bracket are not able 
to comfortably raise the 10 percent deposit required for issuance of the mortgage loan. This is mainly 
attributable to their low incomes. Though not officially tabled for ratification, the suggested solution is 
to have the Rwanda Housing Authority increase the income bracket to a maximum of Rwf1.2 million 
(USD1 224), to enable capturing of a larger group of individuals with the ability to raise the 10 percent 
required for the affordable mortgage loans. This is likely to increase the uptake of mortgage loans. 

 
Technical Assistance and Implementation Support is to strengthen the enabling environment for affordable 
housing and financing through technical assistance and capacity building. 
38 World Bank (2021). Rwanda Housing Project Appraisal Document (2018). 
http://documents1.worldbank.org/curated/en/159991543806040236/text/RWANDA-HOUSING-PAD-11082018-
636793848320827318.txt Accessed 4 March 2021. Pg. 23. 

http://documents1.worldbank.org/curated/en/159991543806040236/text/RWANDA-HOUSING-PAD-11082018-636793848320827318.txt
http://documents1.worldbank.org/curated/en/159991543806040236/text/RWANDA-HOUSING-PAD-11082018-636793848320827318.txt
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4.2.5.3. Summary 

The project intends to deliver 70 percent of the housing units within the affordable housing limit as 
defined by the Rwanda government (maximum Rwf35 million per unit) with 30 percent priced at market 
rate to allow for the achievement of the developer margin.  

From the developer’s perspective, key measures have been undertaken to ensure the units remain 
affordable: 

• Purchase of bulk of the development land from City of Kigali at below-market rate  

• Project design to ensure cost efficiency  

• Minimal unit finishing such as floor tiling with no wardrobes  

• Scalability to ensure economies of scale 

• Use of AAC technology as opposed to the traditional brick and mortar as the former is 
price competitive and saves on time thus a resultant cost reduction  

• Obtaining a government subsidy infrastructure grant, saving on development cost 

• Provision of external infrastructure by the government through the district authority 

The developer prioritizes first-time home buyers. To ensure targeting of the intended clientele, the 
developer makes use of property ownership information from the land centre, to find out if the 
applicant already owns property. 

On the demand end, it appears the clientele are mainly public sector employees who intend to reside in 
the units. To ensure affordability of the housing units, several banks have partnered with the developer 
to offer up to 100 percent mortgage facilities at an 11 percent interest rate and 20 year tenor. This 
arrangement was facilitated by the Rwanda Housing Finance Project (RHFP). The project’s main target 
being formally employed individuals has made lending easier due to their minimal credit risk. It’s also 
important to note that, despite the informal sector individuals who make up approximately 73.4 percent 
of Rwanda’s working population according to the United Nations Economic Commission for Africa39 
being eligible for the affordable mortgages, they are not a target clientele for project. 

5. Calculator for assessing housing affordability 

5.1. Demand-side calculator 

As discussed above, in constructing a calculator, one goal was to effectively balance the need for 
simplicity with accuracy, while also working within data constraints. Based on the analysis of the 
literature, the second goal was to develop a relatively simple calculator which could still:  

• Accommodate a progressive scale of income shares: Lower the income, lower the share spent 

on housing. 

 
39 United Nations (2021). Economic Report on Africa 2015. https://www.un.org/en/africa/osaa/pdf/pubs/2015era-
uneca.pdf . Accessed 5 April 2021. Pg. 97. 

https://www.un.org/en/africa/osaa/pdf/pubs/2015era-uneca.pdf%20Accessed%205%20April%202021
https://www.un.org/en/africa/osaa/pdf/pubs/2015era-uneca.pdf%20Accessed%205%20April%202021
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• Explore the linkages between housing, land and transportation which have a significant bearing 

on the housing affordability of the low-income populations. 

In order to allow for the reality in African countries that lower income households spend a smaller 

percentage of their income on housing and transport than wealthier households,40 we did not use a 30% 

share for all income segments. Instead we split the population into five income segments, to allow more 

nuance, and assigned percentages spent on housing and transport for each segment, ranging from 18% 

to 30% (see Table 9).  

Table 8: Assumptions of percent spent on housing and transport used in demand side calculator 

  

Percent of monthly 
household income 
spent on housing 
and transport 

Top income bracket 30% 

  27% 

  24% 

  20% 

Lowest income bracket 18% 

 

As discussed in Section 2 above, the research is also clear that transport and housing expenditure should 

be considered together, given that location plays a critical role in determining expenditure on transport. 

We wanted to take this into account in the calculator, and therefore estimated the percent spent on 

transport depending on the distance of the housing project from the city centre: the farther away, the 

higher the percentage (Table 9).  

Table 9: Assumptions of percent spent on transport used in demand side calculator 

Distance from city centre 

Percent of monthly 
income spent on 

transport 

Less than 10kms 3% 

10 - 25 kms 6% 

26 - 35 kms 8% 

Greater than 35kms 10% 

 

Figure 14 maps the approach used to construct the demand side calculator, showing the various steps 

and assumptions. 

 
40 See Figure 4 and Figure 5 above. 
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Figure 14: Basic approach of the demand-side affordability calculator 

  

The following data is required for the demand-side calculator:  

• Country where the housing project is located 

• Monthly household income of target market: Obtained from the developer 

• Distance between housing project and CBD in kms: Can be obtained from Google maps 

The three data points above are the minimum requirements to make use of the calculator, but if a 
developer/user has additional more specific information on the particular housing project, this can be 
inputted into the calculator to increase its accuracy:  

• Income quintiles, to improve construction of income segments for the country – May be 

available from the country statistics bureau or central bank 

• Data on monthly spend on transport, preferably by income segment – Government household 

survey or market research by developer 
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• Data on percentage of household income spent on housing by income segment in that country 

(to better tailor underlying assumptions) – Stats Bureau 

• Mortgage terms offered to target population by area banks – Website search or interviews with 

area banks 

5.2. Supply-side calculator 

CAHF has designed a standardized methodology to calculate the detailed cost breakdown of a generic 
55 m² house.41  The methodology includes: 

• Breakdown of costs to Standard Industrial Classification (SIC) sector and sub-sector 

• A detailed bill of quantities containing 400 separate cost elements across five main cost 

elements: land, infrastructure, compliance, construction and other development costs. 

• Costing framework was completed by professional Quantity Surveyors in each selected country 

and consolidated into a centralized database for comparison. 

As shown in Figure 15, the 2019 study covered 15 countries: Cameroon, DRC, Ghana, Kenya, Liberia, 
Malawi, Morocco, Mozambique, Nigeria, Rwanda, Senegal, South Africa, Tanzania, Uganda and Zambia. 
For these 15 countries, the costing of the standard affordable house provides a benchmark with which 
to compare the cost of the house produced by a developer in a Shelter Afrique project. In those 
countries not included in the fifteen, Shelter Afrique may consider undertaking this cost benchmarking 
exercise in order to have a verifiable point of reference.  

 

 

 

 

 

 

 

 

 

 

 

 

 
41 Gardner, D. and Pienaar, J. (2019). Using CAHF’s Housing Cost Benchmarking Methodology to Analyse Housing Costs in 
Fifteen African Countries. Centre for Affordable Housing Finance in Africa (CAHF). Available at: 
http://housingfinanceafrica.org/documents/using-cahfs-housing-cost-benchmarking-methodology-to-analyse-housing-costs-in-
fifteen-african-countries/  

http://housingfinanceafrica.org/documents/assessing-rwandas-affordable-housing-sector/
http://housingfinanceafrica.org/documents/using-cahfs-housing-cost-benchmarking-methodology-to-analyse-housing-costs-in-fifteen-african-countries/
http://housingfinanceafrica.org/documents/using-cahfs-housing-cost-benchmarking-methodology-to-analyse-housing-costs-in-fifteen-african-countries/
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Figure 15: Housing construction cost benchmarking 

Source: Gardner, D, and Pienaar, J. (2019). Benchmarking Housing Construction Costs Across Africa: Using CAHF’s Housing Cost 

Benchmarking methodology to analyse housing costs in fifteen African countries (May 2019). CAHF. 

https://housingfinanceafrica.org/app/uploads/Benchmarking-Housing-Construction-Costs-Across-Africa-FINAL-19-May-2019.pdf 

 

Figure 16 maps the supply-side affordability calculator, drawing upon 2015/16 data from the CAHF 

construction cost benchmarking study.42 

 

 

 

 

 

 

 
42 Gardner, D, and Pienaar, J. (2019). Benchmarking Housing Construction Costs Across Africa: Using CAHF’s Housing Cost 
Benchmarking methodology to analyse housing costs in fifteen African countries (May 2019). CAHF. 
https://housingfinanceafrica.org/app/uploads/Benchmarking-Housing-Construction-Costs-Across-Africa-FINAL-19-May-
2019.pdf 
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Figure 16: Basic approach of the supply-side affordability calculator 

 

 

6. Findings and conclusions 

6.1. Applying the demand affordability framework and calculator 

The Nairobi project was ostensibly targeted to lower middle class, investors and young families working 

within the capital city and its outskirts. 

As shown in  
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Table 10, according to our demand side calculator,43 if a household were purchasing the unit with a 

mortgage under the prevailing terms, the household would need a monthly income of KES166 500 to 

acquire the 1 bedroom unit and KES279 000/month to purchase the 2 bedroom unit.44  

 

 

 

 

 

Table 10: Demand side affordability -Nairobi 

Typology/No. of 
bedrooms 

No. of 
Units 

Size (SQM) 

Completion Unit 
Price 

Monthly income required to 
purchase unit (completion price)*  

KES USD KES USD 

Phase 2 - 1 bedroom 60 48 SQM 2.95 mn 29,500 166,500 1,665 

Phase 2 - 2 bedroom 100 83.5 SQM 4.95 mn 49,500 279,000 2,790 

Phase 2 - 3 bedroom 40 114 SQM 6.5 mn 65,000 367,000 3,670 

* Assuming mortgage with an 11 year term, 12% interest rate, 10% deposit. 

 
Figure 17 shows 2020 household income data from CGIDD for Nairobi. According to this income 

distribution, the least expensive unit in the development in Nairobi (KES2.95m) would be unaffordable 

to at least 78% of households in Nairobi. 

Figure 17: CGIDD income distribution data for Nairobi 2020 

 
43 Assuming 26 kms from city centre and mortgage terms of 11 year term, 12% interest rate and 10% deposit. In 
the demand side calculator, this then assumes that percent spent on transport would be 8%. 
44 At a monthly income of over KES 131 000, the demand side calculator assumes your total percent spent on 
housing and transport would be 30%. The calculator also assumes that for a housing development that is 26-35 
kms from the city centre, the amount spent on transport will be 8%.  
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2020 Exchange rate: 106.5 KES = 1 USD 

Based on the data from the small sample of households interviewed in the development in Nairobi for 
this research, tenants and buyers of the units earn approximately KES150 000 (USD1 500) per month. At 
this income, a household could not afford to purchase the least expensive KES2.95m unit either with a 
mortgage or on the instalment plan. According to our demand side calculator, a household with a 
monthly income of KES150 000 could afford a house costing KES2.66mn, assuming the same mortgage 
terms.45 This suggests that: 

▪ These households are renting (Of the 11 households interviewed, 4 were tenants).  

▪ Responses to the income question are inaccurate – for example, households may have a formal 

income of KES 150 000 but may not be reporting other income they may also have available. 

▪ Households are applying a higher percentage of their income to their loan repayment – For how 

long is this sustainable? 

The findings from our demand side calculator, showing that these units are largely unaffordable to most 

Nairobi households, are consistent with what we found in the interviews, namely that most resident 

households had not purchased the house with a mortgage: they either acquired the unit through an 

installment plan or were renting. From the sample of 10 buyers interviewed, 3 respondents purchased 

via mortgage, while out of the total sales achieved so far, only 27 percent used the mortgage option.  

According to the property manager, approximately 80 percent of the units are occupied by tenants and 
not the buyers themselves, suggesting that the majority of the units were purchased as investments, to 
be rented out. This can be attributed to unaffordability of the units to middle income earners, who are 
the main tenants, due to relatively low income levels which make them unable to pay installments and 
service mortgages. 

 
45 11 year term, 12% interest rate, 10% deposit. 
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Given our assumptions in terms of the percent of household income that can be applied to a monthly 
housing cost, and the added factor of transport and location, this suggests that the units are not 
affordable for purchase by Kenyan households with monthly incomes less than KES167 000, implying 
that the units are only affordable for purchase by high income households. 

In order for a unit to be affordable for purchase to a household with a monthly income of KES150 000, 
the unit would need to cost closer to KES 2.66mm.  In short, if the developer’s aim was to provide 
affordable housing for purchase with a mortgage, the project largely failed to reach its target market.  

With respect to Kigali, Rwanda on completion the development will comprise 70 percent affordable 

housing units priced to a maximum of Rwf35 million (USD35 714) per unit, while 30 percent will be 

priced at market rates. According to the National Housing Policy, affordable housing is defined as 

housing costing less than Rwf35 million (USD35 714). The Kigali units are priced up to Rwf35 mn (USD35 

000) thus qualifying the project as an accredited Affordable Housing development project, eligible for 

government support and incentives. According to the developer, the target population for the 

affordable housing units are formally employed individuals who have a monthly household income 

between Rwf200 000 (USD204) and Rwf700 000 (USD714), with the primary target being first-time 

home buyers.  

As noted above, the developer has worked with the World Bank and local banks to offer up to 100 

percent mortgages with interest rates as low as 11 percent and a 20 year maximum tenor. Notably, of 

the 109 units purchased thus far in the first phase, 93 percent were purchased via cash, while only seven 

percent (8 units) were purchased with a mortgage. It appears that very few, if any, affordable mortgages 

have been issued to the buyers to date. However from the buyers interviewed, the relatively favorable 

affordable mortgage terms which have been negotiated have significantly impacted on the popularity of 

the mortgage option of purchase and are expected to be the more popular purchase option going 

forward. 

Table 11: Affordability of Kigali units 

Typology 
No. of 
Units 

(Phase 1) 

Size 
(SQM) 

Starting Unit Price 

Monthly income 
required to purchase 
home under regular 
prevailing mortgage 

terms46 

Monthly income 
required to purchase 
home under special 

favourable mortgage 
terms47 

RWF USD RWF USD RWF USD 

Row House 
Studio 

38 39 SQM 13.0 mn 13 265 640 000 653 637 000 650 

2 bed 
apartment 

48 55 SQM 18.0 mn 18 367 885 000 903 883 000 901 

2 bed 
apartment 

308 61 SQM 20.0 mn 20 408 982 000 1 002 980 000 1 000 

 
46 Prevailing mortgage terms refers to the common terms as contained in the 2020 CAHF Yearbook: 16% interest 
rate, 15 year tenor, and 30% deposit. 
47 As noted above, the developer was able to negotiate preferable rates for residents of the development: 11% 
interest rate, 20 year tenor, and 0% deposit. 
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2 bed 
townhouse 

66 72 SQM 23.0 mn 23 469 1 130 000 1 153 1 128 000 1 151 

3 bed 
apartment 

42 95 SQM 35.0 mn 35 714 1 720 000 1 755 1 718 000 1 753 

  

As shown in Table 11, under the better negotiated terms, a monthly income of RwF637 000 would be 

required to purchase the cheapest unit of Rwf13mn, and a monthly income of Rwf1.718mn would be 

needed to purchase the most expensive 3 bedroom unit (Rwf35mn). Noticeably, the specially negotiated 

mortgage terms do not make a significant dent in the required monthly income, according to the 

demand side calculator. This is largely because the increased deposit requirement under prevailing 

mortgage terms means that the loan amount is reduced. 

The second key point to note is that only the least expensive unit—the row house studio—actually falls 

within the government’s affordable housing target market of households with monthly incomes of 

Rwf200 000 and Rwf 700 000, despite the fact that all of the units fall within the government’s target 

affordable housing price of Rwf35mn. Again, this is due to the impact of the mortgage terms on 

affordability, and the distortion caused by the deposit amount.  

Under prevailing mortgage terms—as reported in the CAHF 2020 Yearbook—a household with a 

monthly income of Rwf200 000 could only afford a house of Rwf4.08mn, while a household with a 

monthly income of Rwf700 000 could afford a house up to Rwf14.28mn (Table 12).48 This suggests that 

the government expectation of up to Rwf35mn for affordable housing prices is not feasible. 

Table 12: House price affordability outside of Kigali: RwF 200 000 and Rwf700 000 monthly household income 

Monthly 

household 

income 

Price of house affordable to 

purchase  under regular prevailing 

mortgage terms: 16% interest, 15 years, 

30% deposit (Rwf) 

Price of house affordable 

under special favourable 

mortgage terms: 11% 

interest, 20 years, 0% deposit 

(Rwf) 

200 000 4.079mn 4.082mn 

700 000 14.275mn 14.286mn 

 

Figure 18 shows 2021 monthly household income data from CGIDD for Kigali. According to this income 

distribution, the least expensive unit in the development (Rwf13 mn) would be affordable to only 

approximately 15% of resident households of Kigali, assuming they can access a mortgage.  

Figure 18:  CGIDD income distribution data for Kigali 2021 

 
48 16% interest rate, 15 year tenor, and 30% deposit. 
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6.2. Applying the supply side affordability framework and calculator 

Table 13 shows the supply side affordability for both case study housing projects.  

Table 13: Supply side affordability for the developments in Kigali and Nairobi  

  

USD 
exchange 

rate 

Standard CAHF house – 
2 bed, 55m2 * 

2-bedroom unit in Shelter Afrique project 

USD (2017) 
Local 

currency 

 
Typology  USD 

Local 
currency 

Kigali, Rwanda 980 31 452 30 822 960 

2 bed apartment 
55m2 

18 367 17 999 660 

2 bed apartment  
61m2 

20 408 19 999 840 

2 bed townhouse  
72m2 

23 469 22 999 620 

Nairobi, Kenya 100 63 241 6 324 100 
2 bed 84m2 

Phase 2 
49 500 4 950 000 

* Cost of standard CAHF house as per: Gardner, D. and Pienaar, J. (2019). Using CAHF’s Housing Cost Benchmarking Methodology to 

Analyse Housing Costs in Fifteen African Countries. Centre for Affordable Housing Finance in Africa (CAHF). Available at: 
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http://housingfinanceafrica.org/documents/using-cahfs-housing-cost-benchmarking-methodology-to-analyse-housing-costs-in-fifteen-

african-countries/  
 

In both cases, the price set by the developer is less than the construction cost of the standard CAHF 
house in that country. However it should be noted that the typology of the units is not necessarily 
comparable.  

• In Rwanda, the 2-bedroom apartment (55m2) is 42% less than the CAHF house. Use of a 
government subsidy for infrastructure and ability to obtain land at below-market rate from the 
City of Kigali, brought down the cost substantially. In comparison, the CAHF house cost is all-
inclusive of land and infrastructure costs (at market rates).  
 

• In Kenya, the unit is priced 22% less than the CAHF house, however it should be noted that the 
CAHF house is 55m2 single storey while the 2 bedroom unit is 84m2 multi storey. The availability 
of relatively affordable land with already existing external infrastructure assisted to bring down 
the cost of the units. 

Because the housing cost benchmarking is a methodology to determine the full cost of the unit 
(inclusive of land and infrastructure), the price set by developers for Shelter Afrique projects is likely to 
be lower if the developer has obtained assistance in the form of below-market land costs or government 
subsidy.  

6.3. Conclusions 

Based on the literature review which argues that 30% rule of thumb is too high, the calculator attempts 

to introduce more nuance and accuracy by adjusting the percentage based on household income. 

However the accuracy of this approach relies heavily on the availability of income distribution data for 

households. For both Kenya and Rwanda, we have been unable to obtain income quintile or decile data, 

making it difficult to accurately set income brackets. If Shelter Afrique can leverage its relationships with 

govts to access income quintile data for member countries, it could vastly improve the affordability 

calculator. 

Nevertheless, the application of the demand affordability and supply side feasibility frameworks and 
calculator point to broad conclusions and raise important questions worth further investigation. 

On the demand side, the least expensive units in both cases do not appear to be affordable to the target 

populations as identified by the developer. For the development in Nairobi, it appears that a fair portion 

of the units were purchased to be rented out, and lower income households who could not afford the 

purchase price are renting.  While instalment plans are offered at both projects, the up-front cost is high 

and largely prohibitive to households without savings or higher income.  

While residents in the development near Kigali have not yet moved in, with 25% of Phase 1 units sold, 
time will tell if efforts to attract first time home buyers by negotiating more favourable mortgage terms 
with local banks (combined with government subsidy for infrastructure and land) is successful in 
assisting low income households to purchase units in the development.  

On the supply side, the least expensive units in both developments are cheaper than the benchmarked 

unit costed in the CAHF construction cost benchmarking study. This highlights the impact of supply side 

http://housingfinanceafrica.org/documents/using-cahfs-housing-cost-benchmarking-methodology-to-analyse-housing-costs-in-fifteen-african-countries/
http://housingfinanceafrica.org/documents/using-cahfs-housing-cost-benchmarking-methodology-to-analyse-housing-costs-in-fifteen-african-countries/
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subsidies received by the developers in both instances. The development outside of Kigali received a 

government subsidy for infrastructure and also purchased land at below-market rates from the City of 

Kigali. The development near Nairobi was able to obtain land with existing external infrastructure at 

below market prices.  

Given that the least expensive units (despite being priced less than the CAHF house) were still 

unaffordable to the target market, this suggests that—in order to achieve affordability—it would be 

necessary to decrease the unit size to 30-40 SQM and/or reduce the finishes. Market research can shed 

more light on the demand for smaller housing typologies amongst target market households. 

These findings demonstrate the value of a calculator which allows for more nuance than the basic 30% 

rule or a USD20 000 benchmark for ‘affordable’. By building a calculator which allows for the fact that 

lower income households spend a smaller percentage of their monthly household income on housing, 

and transport costs impact on housing expenditure, the calculator allows us to better anticipate the 

feasible target market for a given affordable housing project in Africa. 

Given that there is currently no universally agreed way of measuring what is affordable, this project 

therefore takes the first step by offering a project-level tool for determining affordability with very thin 

data. To develop and advance the framework and calculator over time requires policymakers, financiers 

and developers to begin collecting project-level data on both the demand and supply side that 

continuously feeds into this exercise.  
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