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Executive Summary 
The economic activity associated with housing directly contributed almost as much to the South African 
economy in 2017 as the entire agriculture sector, and the vast majority of other sub-sectors of the economy.  
The “housing sector” has a very high local content, and when its linkages with other sectors of the economy are 
clearly quantified and understood, its importance as a stimulator of both the industrial and service sectors 
becomes evident.   

Housing’s impact arises mainly from two activities: the construction, maintenance and improvement of 
dwellings; and activities associated with the occupation of housing. This impact has traditionally not been very 
well understood, prompting the Centre for Affordable Housing Finance in Africa (CAHF) to commission earlier 
studies that sought to construct economic value chains for these activities and to estimate their individual and 
combined contributions to the economy. This study updates earlier estimates for 2014 and 2016 with 2017 
figures. 

Housing economic value chains describe the extent to which economic actors add value to intermediate inputs 
purchased from other sectors during the process of building, improving and renting houses of all types.  The 
housing construction value chain needs to be estimated and built much like a jigsaw puzzle, using different 
sources of relevant information.  For example, the contribution to final demand is obtained from data published 
by the South African Reserve Bank that is effectively an official estimate of the market value of all new housing 
construction, all housing maintenance expenditure and all additions and alterations in a particular year, while 
the value and composition of the gross value added and upstream intermediate inputs are derived from 
construction-related value chains estimated by Quantec using supply and use tables developed by Statistics 
South Africa.  

Application of this approach suggests that contractors (both formal and informal) produced new housing units 
plus additions, alterations and maintenance valued at ZAR84.9 billion (US$5.3 billion) in 2017 by purchasing 
intermediate inputs valued at ZAR45.6 billion (US$2.9 billion), and adding value to those purchases amounting 
to ZAR39.3 billion (US$2.5 billion). Almost half of the intermediate inputs purchased as part of housing 
construction activity in 2017 were procured from secondary sectors, with a similar contribution from the tertiary 
sectors and a much less significant share from the primary sectors.  An estimated 22 percent of intermediate 
inputs used in housing construction were imported.   The market value of the gross value added of housing 
construction comprised labour remuneration (44 percent), gross operating surplus (47 percent) and net indirect 
taxes less subsidies (9 percent) and contributed 0.8 percent of South Africa’s total GDP at market prices in 2017.  
Around 497 000 people were employed in housing construction during 2017 of which approximately 433 000 
were informally employed and around 64 000 were formally employed.    

Consumer price index expenditure weights for 2016 were used to estimate total housing rental spend in 2017 
of ZAR87.6 billion (US$5.5 billion).  This comprised intermediate inputs of ZAR34.8 billion (US$2.2 billion) and 
gross value added of ZAR52.9 billion (US$3.3 billion).  Seventy-five percent of intermediate inputs were sourced 
from the tertiary sectors, with the remainder from the secondary sectors.  Nine percent of these intermediate 
inputs were imported.   Thirty percent of housing rental’s gross value added at market prices comprised labour 
remuneration, 53 percent was gross operating surplus and the remaining 17 percent consisted of indirect taxes 
less subsidies.  The gross value added of housing rental-related activities contributed 1.1 percent of national 
GDP in 2017.  If it is assumed that the average remuneration of labour inputs used in housing rental is similar to 
the average for real estate and related activities as a whole, then around 234 000 jobs were supported in 2017. 

Combining the housing construction and housing rental economic value chains results in gross value added of 
ZAR92.1 billion (US$5.8 billion), intermediate purchases of ZAR80.4 billion (US$5 billion) and total domestic 
production of ZAR172.5 billion (US$10.8 billion).   

Compositionally, intermediate inputs accounted for 47 percent of the value of output, with gross value added 
at market prices contributing the remaining 53 percent.  Sixty percent of the intermediate inputs were sourced 
from tertiary sectors, with 38 percent from secondary sectors and the remaining 2 percent from primary 
sectors.  Sixteen percent of intermediate inputs were imported, which implies that the remaining 84 percent 
were locally sourced.  The combined gross value added contributed by housing construction and housing rental 
activities through labour, indirect taxes and subsidies, and gross operating surplus was equivalent to 2 percent 
of national GDP at market prices in 2017. 
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Labour remuneration totalled ZAR33.3 billion (US$2.5 billion) and supported at least 732 000 employment 
opportunities in 2017. This is likely to represent a substantial undercount of total employment because the 
available data does not accurately capture informal employment – particularly in the housing rental sector.  

A comparison of the value chain estimates for 2017 with those for 2016 reveals significant stability in the overall 
composition.  However, there are also some noteworthy differences in the structure of gross value added and 
in the source of intermediate inputs.  Some of these shifts – such as the increase in the proportion of housing 
construction intermediate inputs that are imported - are consistent with observable structural shifts in the 
economy, but there are others - such as the shifts in the contributions of the secondary and tertiary sectors and 
changes in the value of indirect taxes and subsidies – that require further investigation. 

The direct contribution of housing construction and housing rental to the South African economy declined from 
3.9 percent of GDP in 2016 to 3.7 percent in 2017, due mainly to an increase in the import leakage linked to 
intermediate inputs in housing construction.  This raises policy issues around the competitiveness of South 
African construction inputs – particularly manufactured inputs.   

Creating a conducive “eco-system” for housing necessitates a focus on the development of sustainable, 
competitive up-stream supplier industries and financially-secure households.  It also requires better quality 
information on the size and the nature of the housing economic value chain and its different elements, which – 
in turn – requires changes to the way in which data is collected by official sources such as Statistics South Africa.  
In particular, attention needs to be given to determining the contribution of informal housing construction and 
housing rental activities more accurately. 
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Glossary  
Domestic production: The local (in this case, South African) production of goods and services within a 
particular geographic area – whether for consumption in that area, or for export. 

Domestic supply: The supply of goods and services for consumption within a country’s (in this case, South 
Africa’s) borders - regardless of whether those products were produced locally or imported. 

Economic value chain: An interlinked set of value-adding activities that convert inputs (for example, raw 
materials, or labour)  into outputs (for example, window frames, or geysers) in the process of producing both 
intermediate inputs for use within other economic value chains, and final products. 

Factor income: Income received from the different factors of production, including land (rent), labour (wages) 
and capital (profit).  

Final demand: The total value of goods and services that are purchased in their final form in an economy in a 
given period. In national accounts terms, this includes products that are consumed by households and by 
government, capital goods that form part of gross capital formation, and products that are exported. 

Full-time equivalent employment: The hours worked by a “typical” full-time employee in a particular sector 
or industry in a given period (day/week/month/year). The concept is used to convert the hours worked by part-
time employees into the hours worked by full-time employees. For example, if a particular industry sector 
currently operates on a basis where full-time employees work 40 hours per week, and three people are 
employed on a part-time or casual basis to work 20 hours per week, their labour collectively represents 1.5 full-
time equivalent employment opportunities. 

Government consumption: Government expenditure used for the purchase of final goods and services. This 
excludes government expenditure on capital assets, which are accounted for under gross fixed capital 
formation. 

Gross domestic product (GDP): The value of all goods and services produced within a particular geographic 
area (usually a country, in this case South Africa) within a particular period. It can be measured in three ways: i) 
as the sum of all factor incomes (labour remuneration, interest, rent and profits) earned within the defined 
geographic area (the income method); ii) as the value added in each sector of the economy (the production 
method); and iii) as expenditure on goods and services in their final form (the expenditure method). The first 
two methods measure the value of aggregate supply in the economy, while the third measures aggregate 
demand. Differences in the valuation of each method arise because of the levying of indirect taxes and subsidies 
at different stages of the production process, and at the final point of sale. The expenditure method is usually 
valued at market prices and takes account of all indirect taxes and subsidies. The production method is usually 
valued at basic prices and includes only indirect taxes and subsidies on production processes. 

Gross fixed capital formation (GFCF): The expenditure on capital assets (buildings, civil works, machinery and 
equipment, transport equipment, computer and telecommunications equipment, research and development, 
computer software, mineral exploration, cultivated biological resources that yield repeat products - such as 
vineyards and orchards) - and transfer costs. It does not account for the consumption (depreciation) of fixed 
capital, and also does not include land purchases. The value of housing construction in a particular period 
(adjusted for work on hand at the start of the period) is included in GFCF.  

Gross operating surplus (GOS): Represents the aggregate of returns to land (rent), capital (interest) and 
entrepreneurial endeavours (profits). This is often referred to generically as ‘returns to capital’. It reflects that 
part of the value added by a company that is not attributable to labour.  

Gross value added (GVA): Represents the payments (returns) made to the owners of the different factors of 
production (labour, land, capital and entrepreneurship) by a producer of goods and services in a particular 
period. It reflects the difference between the sales/income of the producer and the payments made to third-
party suppliers of intermediate goods and services.  The sum of the value added by each sector or industry in 
an economy is equivalent to the GDP of that economy, but differences in valuation can arise due to the inclusion 
or exclusion of indirect taxes and subsidies on production processes and products.  GVA is typically valued at 
basic prices or factor cost, while GDP is usually valued at market prices (inclusive of all indirect taxes and 
subsidies). 
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Highly skilled employment: Employment requiring a high level of skill, often at a senior management or 
professionally certified level. 

Household consumption expenditure: Expenditure on final goods and services by households, or on behalf of 
households (for example, when the state subsidises the cost of housing which is transferred to a household). 
The purchase of these goods and services may be facilitated by the factor incomes of the households 
themselves (earned income), or from transfers and subsidies from government or individuals outside the 
household unit (unearned income). 

Imports and Exports: An import is a good or service brought into a country from another country. An export is 
a good or service taken from a country to another. These imports and exports may be in either a final, or 
intermediate form. For simplicity, we consider houses themselves to be supplied and demanded only within the 
domestic market, albeit that small numbers of prefabricated houses may be exported or imported. 

Imputed rent (also referred to as owners’ equivalent rent):  Represents the opportunity cost of owning and 
living in a property. Choosing to occupy a property that you own means that any rent that could have been 
earned on that property is foregone. According to the OECD, “Imputed rents are defined as rental equivalents 
– that is, the estimated rent that a tenant would pay for identical accommodation let unfurnished, taking into 
consideration factors such as the type of dwelling (single-family or multi-family), its size (useable surface, 
number of rooms), its facilities (running water, indoor toilet and bathroom, electricity, central heating, etc.), its 
location (city centre, suburban or rural) and neighbourhood amenities.” 1  Failure to take account of imputed 
rents in the national accounts makes it difficult to compare the GDP of countries with significantly different 
levels of private home ownership, and – in the case of a single country with rapidly changing home ownership 
patterns – to compare GDP from one period to the next. For this reason, the rental equivalent value of owner-
occupied dwellings is imputed and the GDP of the country (and its components) is adjusted accordingly. 
Methods of determining the imputed rent vary depending on the nature and extent of the rental market in that 
country and the data available.  The accuracy of these estimates depends on the efficient functioning of rental 
markets across the entire spectrum of housing options and locations.  In South Africa, some rental market 
segments are well developed, making it easier to identify relatively accurate rental-equivalents.  It is harder to 
identify equivalent properties for rent in less developed market segments and in particular geographic locations 
– such as in smaller towns – where the range of properties available for rent may be limited.    The Consumer 
Price Index 2016 Weights2 determined that on average across all households in South Africa, imputed rents 
were equivalent to 11.93 percent of household expenditure in 2016.   

Informal employment: The informal sector or informal economy represents that part of the total economic 
activity that is not registered with, and directly monitored by, relevant government departments and agencies 
and not directly taxed (it will typically be subject to at least some forms of indirect taxation such as value added 
tax). Informal employment relates to all people deriving income from this informal activity. Because of its 
prevalence, most countries include some estimates of the economic contribution of the informal sector in the 
construction of their national accounts. 

Intermediate demand: Demand for a product that undergoes further transformation through value adding 
activities during a production process. The output of a particular sector or industry can be used to satisfy either 
intermediate demand from other sectors and industries, or final demand.  

Intermediate inputs: Goods and services that are inputs into a production process and that undergo further 
transformation as a result of value-added activities during the production process. For example, bricks, sand 
and cement are just some of the intermediate inputs that are used in the process of producing a house by the 
construction sector.  

Labour: Economic measure of work done by human beings. Labour is a factor of production that is remunerated 
by wages and salaries that constitute one possible source of income for households. 

Multiplier effect: A multiplier effect is an economic impact that arises from an initial economic stimulus – such 
as the sale of a house – that causes changes in other related economic variables (value added, output, 
employment, tax collections, imports etc.). The cumulative impact of these changes is typically greater than (a 
multiple of) the initial stimulus that caused them.   

                                                                        
1 Eurostat-OECD (2012). “Housing”, in Eurostat-OECD Methodological Manual on Purchasing Power Parities, OECD 
Publishing. Pg. 138. 
2 Statistics South Africa (2017). 
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System of National Accounts (SNA):  The implementation of complete and consistent 
accounting techniques for measuring the economic activity of a nation.  Most countries have adopted an SNA 
that complies with guidelines collectively developed by the European Communities, International Monetary 
Fund, Organisation for Economic Co-operation and Development, United Nations and World Bank.3 

Net Indirect Taxes: The value of indirect taxes paid, less any subsidies received, by an economic actor. 
An indirect tax may be levied on part of a production process (such as a skills levy on labour remuneration) or 
on a product (such as an excise duty or value added tax). Indirect taxes are distinguished from direct taxes (such 
as corporate tax or personal income tax). 

Primary sector: Those sectors of the economy related to primary industries including agriculture, forestry, 
fishing and mining and quarrying. They are often referred to as extractive industries because they extract 
resources and products from the environment. These extracted products may be “renewable” or “repeatable” 
- as in the case of sustainable agriculture and fishing - or “non-renewable” - such as metals and minerals 
extracted by mining and quarrying. 

Secondary sector: Those sectors of the economy related to secondary industries including manufacturing, 
electricity, gas and water and construction works of finished goods and services. 

Semi-skilled and unskilled employment: Employment requiring less skills than skilled employment. 

Skilled employment: Employment requiring a special skill, training, knowledge, and (usually acquired) ability 
to be productive. Organisationally, skilled employment typically includes artisans, supervisors and lower levels 
of management. 

Tertiary sector: Those sectors of the economy that produce and sell a wide range of services including 
wholesale and retail trade, transport, storage and communication, financial, insurance, professional business 
advisory, and community and personal services. Because of this the tertiary sector is often referred to as the 
services sector.  

 

  

                                                                        
3 European Communities, International Monetary Fund, Organisation for Economic Co-operation and Development, 
United Nations and World Bank (2009). 

https://en.wikipedia.org/wiki/Scientific_technique
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1 Introduction 
A house does not simply represent the fulfillment of a basic need for shelter for a family.  It is also an important 
stimulus for a range of economic activity that in 2017 directly contributed almost as much to the South African 
economy as the entire agriculture sector, and made a larger contribution than coal mining, gold mining and 
platinum mining (individually) and seventy-three other sub-sectors of the economy.  The “housing sector” has 
a very high local content, and when its linkages with other sectors of the economy are clearly quantified and 
understood, its importance as a stimulator of both the industrial and service sectors becomes evident.   

The economic impact of housing on the South African economy arises mainly from two activities: the 
construction, maintenance and improvement of dwellings; and activities associated with the occupation of 
housing.  The latter includes owner-occupation as well as rental, but for the purposes of this analysis, only rental 
activities that are accompanied by explicit rent payments have been considered. This impact has traditionally 
not been very well understood in developing economies such as South Africa’s, prompting the Centre for 
Affordable Housing Finance in Africa (CAHF) to commission earlier studies that sought to construct economic 
value chains for these activities and to estimate their individual and combined contributions to the economy. 
Readers requiring greater understanding of CAHF’s methodology and approach to estimating South Africa’s 
Housing Economic Value Chain (HEVC) are encouraged to refer to these sources4. This study seeks to update 
earlier estimates for 2014 and 2016 with 2017 figures.  Annexure A provides a high-level summary of the 
conceptual approach to housing economic value chains. 

An economic value chain describes the linkages on both the input (upstream) and output (downstream) sides 
of a particular economic activity and quantifies the economic value creation in an economy arising from that 
activity. Housing economic value chains therefore describe the extent to which economic actors add value to 
the economy during the process of building, improving and renting houses of all types, through the addition of 
various factors of production: their intellect, skills and physical endeavours (labour) and their payments of rent 
and interest, and generation of profits (gross operating surplus).  The valuation of these activities may be 
impacted by the extent to which they are subjected to indirect taxes, or are subsidised, by government (net 
indirect taxes less subsidies). 

Neither of these two housing-related activities are specifically and comprehensively quantified in the current 
System of National Accounts (SNA) for South Africa.  The process of constructing their associated value chains 
therefore involves a combination of “top down” disaggregation of relevant national data, data from the latest 
supply and use (SUT) tables that reflect upstream and downstream links between sectors, and – where 
necessary – additional assumptions and data sources. This report therefore serves (amongst other things) as an 
evidence base and rationale to lobby for changes to South Africa’s SNA to provide better disaggregation of 
data on housing in the future. 

2 The Construction of Housing 
Producing residential housing involves construction value-adding activities (digging and laying foundations, 
bricklaying, plastering carpentry, plumbing, electrical work, tiling, roofing etc.) that are typically coordinated 
and undertaken by construction contractors.  However, in order to engage in these value-adding activities, 
contractors need to purchase material and service inputs from other sectors of the economy.  These inputs can 
range from sand procured from the primary (mining and quarrying) sector; to cement, bricks, window frames, 
doors, plumbing, tiles, timber and electrical equipment procured from various secondary (manufacturing) sub-
sectors; to electricity and water; and to transport, financial, architectural and even legal services provided by 
various tertiary (services) sectors.  The combined value of the intermediate inputs purchased in a particular 
period and the value added by the different factors of production engaged in the construction process itself 
represents the output or value of domestic production of the housing construction “sector” in that period.  
These values can vary depending on which of the indirect taxes and subsidies levied on production and products 
are included.   

                                                                        
4 CAHF has produced an overall report Comparing Housing Economic Value Chains in Four Africa Countries (2019). This 
document provides more background to the methodology and approach used to assess the impact of housing on the 
developing economies of various African countries. A series of blogs on Housing in the Economy is also available on 
CAHF’s website. See http://housingfinanceafrica.org/projects/housing-and-the-economy/ 
 

http://housingfinanceafrica.org/projects/housing-and-the-economy/
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This output is then used to meet the demand for housing from households but is classified as gross fixed capital 
formation because it forms part of the fixed capital stock of the country.  If – on a common pricing basis – the 
value of additional housing constructed in a particular period exceeds that which is “consumed” through use 
(depreciation) or destroyed, then the value of the country’s housing stock increases – implying more people can 
be housed, and/or that there are qualitative improvements in the housing that people are accommodated in.   
This should contribute to an increase in the productive capacity of the economy as a whole. 

2.1 Sources, methods and assumptions 

In spite of a number of limitations with the indicator, countries still rely on estimates of the GDP – adjusted for 
price changes – to measure aggregate economic performance over time.  Within the framework of the SNA, a 
country’s statistical authorities collect data and publish a range of economic indicators that track the 
performance of each of the different sectors (and sometimes important sub-sectors) of the economy.  These 
“tracking indicators” are then usually applied to more detailed “base data” that is collected from time to time 
using more comprehensive surveys of industries, households and other institutions in order to estimate 
changes in (amongst other things) the volume and value of the goods and services produced.     

Not all of the values reflected in this analysis of the housing construction value chain are available from official 
sources or publications.  The housing construction value chain needs to be estimated and built much like a 
jigsaw puzzle, using different sources of relevant information.  The contribution to final demand is obtained 
from a breakdown of gross fixed capital formation published in the South African Reserve Bank’s Quarterly 
Bulletin (Series 6110J – Gross fixed capital formation by type of asset at current prices – Residential buildings).5  
This represents the combined value of intermediate inputs, gross value added and net indirect taxes less 
subsidies, and is effectively an official estimate of the market value of all new housing construction, all housing 
maintenance expenditure and all additions and alterations in a particular year. 

The value and composition of the gross value added and upstream intermediate inputs are derived from 
construction-related value chains estimated by Quantec as part of their Standardised Industry Database.6  In 
order to produce this data, Quantec uses SUTs developed by Statistics South Africa.  In order to develop more 
detailed and disaggregated sector data, Quantec has to reconcile a relatively high-level sector-based SUT with 
a much more detailed product-based SUT.   

In 2018 there was a change in the way that the construction sector was disaggregated in this Quantec data.  
Before 2018, the data divided construction activity into building construction and civil and other construction. 
After 2018, the data was divided according to South African Standard Industrial Classification (SIC) codes into 
the following activity-based categories:7 

• Site preparation (SIC 501); 

• Building of complete structures (SIC 502); 

• Building installation (SIC503); 

• Building completion (SIC504); and 

• Renting of construction equipment (SIC 505). 

Unfortunately the disaggregation of the data into these current categories does not indicate what proportion 
of each of these activities can be ascribed to housing.  The issue is made more complex because many of the 
building installation and completion functions (such as plastering, plumbing, electrical work, carpentry, 
painting, cabinetry) can be included under ‘Building of complete structures’ – even if these activities are 
outsourced – depending on the nature of contracting arrangements.  Therefore, in the absence of data to 
support a different approach, it was decided to use weights obtained from a quantity surveyor with extensive 
experience in the South African housing market to determine – on a weighted average basis – what proportion 

                                                                        
5 South African Reserve Bank (2018). Pg. S-123. 
6 Quantec is a data warehouse that constructs data series based on available official and other statistics and provides data 
on a subscription basis to clients.  
7 These South African SIC codes go beyond the levels provided for in the latest edition of the International Standard 
Industrial Classification (ISIC) codes. 



 

THE ESTIMATED CONTRIBUTION OF HOUSING CONSTRUCTION AND RESIDENTIAL RENTAL ACTIVITIES TO THE 
SOUTH AFRICAN ECONOMY IN 2017 | MARCH 2019 

9 

 

of the total costs of an average house could be ascribed to each of the above SIC categories.8  The results of this 
analysis are reflected in Figure 1. 

 

Figure 1: Typical (estimated) breakdown of housing costs by function Source: Jacus Pienaar, Quantity Surveyor (2019). 

Each of the value chain elements of the above SIC categories in the Quantec data were multiplied by the 
respective category weights and the results were then consolidated to reflect an estimated value chain for 
housing construction in 2017.  In the process it was assumed that the composition of intermediate inputs and 
value added for housing construction was the same as for all other forms of construction for that particular 
activity.9 

Figure 2 provides a high-level representation of the housing construction value chain showing the key sources 
of data for different elements of the chain.  

 

Figure 2: Housing construction value chain showing data sources 

                                                                        
8 These weights are informed by CAHF’s Housing Cost Benchmarking studies in sixteen African countries. 
Seehttp://housingfinanceafrica.org/dashboards/benchmarking-housing-construction-costs-africa/ and 
http://housingfinanceafrica.org/dashboards/brick-level-benchmarking-housing-construction-costs-africa/ These 
dashboards, available on CAHF’s website, disaggregate the cost of building a standardised house into hundreds of 
separate items in order to ascertain the cost composition and differences in cost structures of housing in different 
countries. 
9 The validity of this assumption requires testing. While there are significant overlaps in the type of activities and 
intermediate inputs required; for example, to construct both a residential and non-residential building, the extent of 
overlaps will depend on the form of the buildings. Multi-story residential buildings probably have more in common with 
multi-story commercial buildings than traditional stand-alone, single story dwellings. In the aggregate, however, the 
differences may be less pronounced. 

Site preparation
3.1%

Building construction
66.0%

Building installation 
20.3%

Building completion 
8.7%

Renting of construction 
equipment

1.9%

http://housingfinanceafrica.org/dashboards/benchmarking-housing-construction-costs-africa/
http://housingfinanceafrica.org/dashboards/brick-level-benchmarking-housing-construction-costs-africa/
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According to the Quarterly Labour Force Survey data published by Statistics South Africa (2019), employment 
in construction averaged 1 414 000 in 2017.  Sixty-nine percent (981 000) were formally employed, and the 
balance (433 000) were informally employed.  Quarterly Employment Statistics data10 reflects formal 
employment and gross remuneration by large construction firms in the sector.  Using this data, it is possible to 
determine average annual remuneration rates for formal labour for the different construction activities as 
reflected in Table 1. 

Activity 
Number 

Employed - 2017 
Gross Remuneration 
(ZAR Millions) - 2017 

Average 
Remuneration 

(ZAR) - 2017 

All Construction 616,463 117,564 R      190,707 

Site preparation 7,129 1,052 R      147,567 

Building of complete constructions or 
parts thereof, civil engineering 

374,993 73,102 R      194,943 

Building installation 113,475 23,739 R      209,199 

Building completion 95,379 15,443 R      161,909 

Renting of construction/demolition 
equipment with operators 

25,488 4,228 R      165,882 

Table 1:  Employment and remuneration in large construction firms in 2017 Source: Statistics South Africa (December 
2018). 

These figures do not reflect remuneration of the balance (365 000)11 of the formally employed construction 
workers who are employed predominantly in smaller construction firms and whose remuneration is, on 
average, likely to be lower than the rates reflected in Table 1.  They also do not reflect remuneration of informal 
workers who are likely to be engaged in housing construction - rather than non-residential construction and 
civil and other construction.  For this reason, the analysis of employment in housing construction relied on 
Quantec estimates for average remuneration in the construction sector as a whole, and assumed that all 
informal employment in construction is engaged in housing construction. 

2.2 The estimated housing construction value chain in 2017 

Figure 3 is a representation of the estimated structure and value of the housing construction value chain in 
South Africa in 2017. It indicates that contractors (both formal and informal) produced housing (new units plus 
additions, alterations and maintenance) valued at ZAR84.9 billion (US$6.4 billion)12 in 2017 by purchasing 
intermediate inputs valued at ZAR45.6 billion (US$3.4 billion), or 54 percent of total domestic construction 
value and adding value to those purchases amounting to ZAR39.3 billion (US$2.9 billion), or 46 percent of total 
domestic production.13   

Almost half (49 percent) of the intermediate inputs purchased as part of housing construction activity in 2017 
were procured from secondary sectors (manufacturing, utilities and construction), with a similar contribution 
from the tertiary (services) sectors (48 percent) and a much less significant share from the primary (mining, 
quarrying and agriculture) sectors (3 percent).   

An estimated 22 percent of intermediate inputs used in housing construction were imported.   The value of 
intermediate inputs used in housing construction was equivalent to 1 percent of South Africa’s GDP if imports 
are included, and to 0.8 percent when the import leakage is taken into account.   

The market value of the gross value added (GVA) of housing construction comprised labour remuneration (44 
percent), gross operating surplus (47 percent) and net indirect taxes less subsidies (9 percent).  The value added 
by housing construction contributed 0.8 percent of South Africa’s total GDP at market prices in 2017.   

                                                                        
10 Statistics South Africa (December 2018). 
11 The difference between the employment estimates in the Quarterly Labour Force Survey and the Quarterly 
Employment Statistics. 
12 Conversion to US$ values was done using the average ZAR/US$ exchange rate for 2017 as published by the South 
African Reserve Bank (2018).  This value is ZAR13.31/US$. 
13 Aggregate values and US$ conversions may not always reconcile due to rounding. 
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Figure 3: Estimated economic value chain for housing construction in 2017 Source: Own calculations. 

The sum of intermediate inputs and GVA resulted in domestic production of almost ZAR84.9 billion (US$5.3 
billion) in 2017.  Since the nature of the housing product means that domestic production is neither 
meaningfully supplemented by imports, nor reduced by exports, this figure is also the value of housing used to 
meet final demand – all of which is classified as gross fixed capital formation.   

According to Statistics South Africa estimates,14 informal construction activity has accounted for 16 percent to 
17 percent of total construction GVA in recent years.  It is likely that this informal activity is almost exclusively 
confined to housing construction (as opposed to non-residential building construction and civil construction 
works), which implies that approximately 30 percent15 of housing construction is currently delivered through 
informal channels.   

Based on the estimated value of labour remuneration in the housing construction sector (as reflected in the 
housing construction value chain in Figure 3), and the prevailing average remuneration rates for the 
construction sector as a whole,16 and assuming that all informally-employed workers are employed in housing 
construction it is estimated that around 497 000 people were employed in housing construction during 2017.  
Flowing from the assumption that all informal workers (433 000) in construction are engaged in housing 
construction, and using the estimated average annual remuneration for such workers (ZAR23 232) their share 
of the total remuneration shown in Figure 3 can be determined.  This equated to ZAR10.1 billion in 2017. The 
residual (ZAR7.4 billion) is then what was available to remunerate formally employed workers.  Dividing this by 
the average annual remuneration for formally-employed workers shown in Table 2 (ZAR114 637) results in 
formal employment in housing construction of 64 253.  The remuneration rates are for average labour 
utilisation rates as they applied to the construction industry during 2017.  For example, if the average informal 
worker was earning ZAR150/day, it implies that he/she only worked for 153 days in the year.  Formal 
employment is more likely to equate to something approaching “full time” employment but some construction 
firms may introduce short-time hours and rates to accommodate cyclical declines in demand. 

If it is assumed that the skills composition of formally-employed people in housing construction is similar to 
that for construction as a whole, then employment numbers and skills would be as shown in Figure 4.   

 

 

                                                                        
14 Data received from Michael Manamela of Statistics South Africa on 19 February 2018 reflecting estimates of nominal 
and real informal sector GDP contributions from construction activity.  Data is not part of an official publication. 
15 Sixteen percent of the value of all construction value added expressed as a percentage of the estimated value of housing 
construction value added reflected in Figure 3.  
16 Quantec Standardised Regional Database (2019). 
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Type of Labour 
Share of Total Formal 

Employment 
Average Annual 
Remuneration 

All formal workers 100 %  R      114 637  
Skilled formal 13%  R      262 162  

Semi-skilled formal 68%  R      95 102  

Low-skilled formal 19%  R        83 050  

Table 2: Average remuneration rates in construction in 2017 Source: Quantec Standardised Regional Database (February 
2019). 

 

Figure 4: Estimated number of people employed in housing construction in 2017 by formality and skill Source: Statistics 
South Africa (2019); Quantec Standardised Regional Database (February 2019); Quantec Standardised Industry Database; own 
calculations. 

3 Activities Arising from the Letting of Residential 
Accommodation 

The value added and employment associated with the construction of particular housing stock persists only for 
the duration of the construction.  To be sustained, the completed projects must be replaced with orders for new 
construction.  This is why it is so important for a housing construction sector to consistently receive the same 
or growing levels of investment if the value chain is to sustain or grow its economic impact.  By contrast, rental 
activities associated with the letting of residential properties tend to persist, and are derived from that 
proportion of the total housing stock that is made available for rental, not just from new additions to the 
housing stock. For example, if a country’s stock of rental housing increases by 5 percent in a particular year, the 
number of units available for rental in the subsequent year will be 105 percent of the previous years’ number – 
all the rental units accumulated over previous years, plus the addition to stock in that year. 

The housing rental value chain is fundamentally different from the housing construction value chain.  Apart 
from some overlap in relation to maintenance and service activities, housing rental and associated real estate 
activities require different intermediate inputs and have links with different upstream sectors.  Intermediate 
inputs that are required in support of housing rental activities can range from gardening and landscaping 
materials, to cleaning materials and products associated with housing maintenance (paints, plumbing and 
electrical hardware) to cleaning, gardening, security and management services.  These are also activities 
associated with owner-occupied dwellings, but as noted above this study has chosen to focus only on those 
portions of these types of activities that are associated with explicit rental payments. 

3.1 Sources, methods and assumptions 

Unlike with housing construction, there is no official estimate of the aggregate value of household expenditure 
on housing rental and associated activities in the national accounts.  According to Statistics South Africa’s 

Formal skilled
8389

Formal semi-skilled
43728

Formal low-skilled
12137

Informal
433000
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consumer price index (CPI) expenditure weights for 201617 all South African households spent an average of 
3.17 percent of their disposable (after tax) income on rent for housing in 2016, down from 4.22 percent in 201218.  
Application of this weight to 2017 household income translates into total rental spend of ZAR87.6 billion 
(US$5.5 billion) in 2017.   

It is assumed that the composition of intermediate inputs in the housing rental value chain is largely consistent 
with those of real estate activities as a whole.19  As a consequence the estimates of each component of 
intermediate inputs is simply the component value for real estate as a whole multiplied by the estimated total 
demand for housing rental (ZAR87.6 billion) divided by the total output/sales of the real estate sector according 
to Quantec.  However, there appears to be a problem with the composition of the gross value added for the 
real estate sector.  For real estate as a whole, labour remuneration comprises less than 3 percent of GVA at 
market prices in the Quantec disaggregation while Statistics South Africa’s Report-04-04-02 - Input-output 
tables for South Africa, 2013-201420 estimates labour remuneration at 6 percent of real estate sector GVA at 
market prices in both 2013 and 2014.  Both these estimates seem at odds with reality and are likely to be 
significantly below actual figures - given that real estate is a service-intense sector.   

As a checking mechanism, the labour remuneration share of turnover for real estate activities reflected in 
another Statistics South Africa publication21  was calculated at 18 percent.  This share was then applied to the 
value of domestic production (equivalent to turnover) for housing rental (the ZAR87.6 billion referred to above).  
Using this approach, the contribution of labour remuneration rises to 30 percent of GVA at market prices.  The 
contribution and share of the gross operating surplus then becomes the residual of the GVA after subtracting 
labour remuneration and net indirect taxes less subsidies.  Figure 5 provides a high-level representation of the 
housing rental value chain showing the key sources of data for different elements of the chain.  

 

 

 

Figure 5: Housing rental value chain showing key sources of data 

Statistics South Africa’s Quarterly Labour Force Survey (2019) indicates that there was an average of 215 000 
informally employed people and a further 2 187 000 formally employed in the finance, insurance, real estate 
and business services sector in 2017.  However, informal employment is likely to be under-estimated.  In the 
housing rental sector alone it is estimated that around one million second dwellings, backyard rooms and 

                                                                        
17 Statistics South Africa (2017). “P0141.5 - Consumer Price Index (CPI): Weights, 2016”. 27 January 2017. 
18 While households that rent properties typically pay substantially more than this, the comparatively low share of average 
household expenditure is a reflection of the fact that a large proportion of households own their own homes and therefore 
incur no explicit rent costs. 
19 It is likely that housing rental and other forms of real estate activity have different intermediate input structures, but no 
data currently exists to determine this at this stage.  This will require further analysis in the future. 
20 Statistics South Africa (2017). “Report-04-04-02 - Input-output tables for South Africa, 2013-2014.” 
21 Statistics South Africa (2018). “P0021: Annual Financial Statistics Survey 2017 (AFS) Preliminary Estimates.” 
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shacks – many of which are in South Africa’s townships and middle income suburbs - are rented out by home 
owners.  This implies that between 300 000 and 500 000 mostly informal household landlords manage this 
stock.  There are also a significant number of informal money-lenders active in the economy who should be 
reflected in this broad sector.    

In order to reconcile employment in housing rental with aggregate remuneration, the latter was divided by 
Quantec estimates of average labour remuneration (including informal remuneration) in the real estate sector.  
In 2017 this amounted to ZAR67 568.   Quantec’s estimates of the composition of employment in the real estate 
sector were used to estimate the breakdown of skills and the split between formal and informal employment.  
However, this significantly under-estimates informal employment – which implies that: 

i) The estimate of average remuneration is too high; and/or  

ii) Aggregate wage remuneration and value added are too low; and/or  

iii) The skills composition and formal: informal employment split for real estate as a whole does not 

provide an accurate proxy for housing rental and related activities.   

This is an issue that will require further investigation.    

3.2 The housing rental value chain 

After applying the approach outlined above, the estimated economic value chain for housing rental and 
associated activities was constructed and is shown in Figure 6.   It reflects output valued at ZAR87.6 billion 
(US$6.6 billion), consisting of intermediate inputs of ZAR34.8 billion (US$2.6 billion) and GVA of ZAR52.9 
billion (US$4 billion) – all of which went to satisfying household demand for rental accommodation.   

 

 

 

Figure 6:  Estimated economic value chain for residential housing rental activities in 2017 Source: Own calculations. 

Seventy-five percent of intermediate inputs were sourced from the tertiary sectors, with the remainder from 
the secondary sectors.  No inputs were sourced directly from the primary sectors.  It is estimated that 9 percent 
of these intermediate inputs were imported. 

The ZAR52.9 billion of housing rental’s GVA at market prices is estimated to have consisted of ZAR15.8 billion 
(US$1.2 billion) of labour remuneration (30 percent of sector GVA), ZAR28.3 billion (US$2.1 billion) of gross 
operating surplus (the sum of interest and rent costs and profits) comprising 53 percent of sector GVA, and 
ZAR8.7 billion (US$0.7 billion) in net indirect taxes less subsidies (making up the balance of 17 percent of sector 
GVA).  The GVA of housing rental-related activities overall contributed 1.1 percent of national GDP in 2017, 
while the intermediate inputs (inclusive of imports) were equivalent to 0.75 percent of national GDP, and to 
0.68 percent when the import leakage is taken into account. 
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If it is assumed that the average remuneration of labour inputs used in housing rental is similar to the average 
for real estate as a whole, then around 234 000 jobs were supported in 2017.  Using Quantec’s estimated skills 
structure and formal: informal employment split for the real estate sector as a whole, then employment in 
housing rental in 2017 would approach that reflected in Table 3.   

Type of Labour 
Share of Total 
Employment 

Number of People 
Employed 

All categories 234 479 100% 
Total Formal 196 467 84% 

   Skilled formal 68 254 29% 
   Semi-skilled formal 57 538 25% 

   Low-skilled formal 70 676 30% 
Informal 38 012 16% 

Table 3: Estimated employment composition in housing rental in 2017 Source: Quantec Standardised Industry Database 
(February 2019); own calculations. 

As was noted in 3.1 above, this gives rise to an estimate of informal employment that is substantially lower than 
is likely to be the case in reality.  Until there is greater disaggregation of employment and remuneration data, 
it will be hard to generate more accurate estimates of the structure and extent of employment associated with 
housing rental and related activities. 

4 The Combined Contribution of Both Housing Construction and 
Housing Rental-Related Activities 

Figure 7 reflects the estimated combined economic value chain for housing construction and rental-related 
activities in South Africa in 2017.  It indicates GVA of ZAR92.1 billion (US$6.9 billion), intermediate purchases 
of ZAR80.4 billion (US$6 billion) and total domestic production of ZAR172.5 billion (US$13 billion).   

Compositionally, intermediate inputs accounted for 47 percent of the value of output, with GVA at market 
prices contributing the balance (53 percent).  Sixty percent of the intermediate inputs were sourced from 
tertiary sectors, with 38 percent from secondary sectors and the remaining 2 percent from primary sectors.  
Sixteen percent of intermediate inputs were imported, which implies that the remaining 84 percent were locally 
sourced.  This means that housing construction and rental-related activities provide a significant stimulus to 
many other sectors of the South African economy – particularly those in the secondary and tertiary sectors. 

 

Figure 7: Estimated combined economic value chain of housing construction and housing rental in 2017 Source: Own 
calculations. 
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Labour remuneration totalled ZAR33.3 billion (US$2.5 billion) and supported at least 732 000 employment 
opportunities in 2017. As noted in the section on housing rental, this is likely to represent a substantial 
undercount of total employment because the available data does not accurately capture informal employment.  
The sector is estimated to have contributed ZAR12.2 billion (US$0.9 billion) in net indirect taxes less subsidies, 
and to have generated an operating surplus (a combination of interest, rent and profit incomes) of ZAR46.7 
billion (US$3.5 billion). 

The gross value added contributed by these activities through labour and gross operating surplus, adjusted by 
net indirect taxes less subsidies to reflect market prices was equivalent to 2 percent of national GDP in 2017 – 
making it almost as significant as the agriculture, forestry and fishing sector and a larger direct contributor than 
gold mining, coal mining, platinum mining and 73 other sub-sectors of the South African economy.  Annexure 
A reflects the estimated contributions to South Africa’s GDP of 90 different sub-sectors in 2017. When 
intermediate inputs including imports are taken into account, the combined contribution is equivalent to 3.7 
percent of GDP. When the import leakage is excluded, this falls to 3.4 percent of GDP.  However, it should again 
be emphasised that this does not reflect the full contribution of the housing sector as it does not take account 
of the activities of people who own their own homes – most of which are similar to those who rent.  It has also 
not considered some of the other stimulatory effects of housing, such as the demand for home appliances, 
furniture and furnishings. 

5 Comparison of the 2016 and 2017 Value Chains 
Table 4 compares the results of the value chain estimates for 2017 with those for 2016.  While there is significant 
stability in the overall composition (shares of domestic production, domestic demand and contribution to GDP) 
there are some noteworthy differences.  These include: 

• A substantial shift in the secondary sector contributions to intermediate inputs in housing 
construction, which dropped from 77 percent in 2016 to 49 percent in 2017, and a commensurate 
increase in the contribution of tertiary (services) sector inputs from 17 percent to 48 percent.  
Quantec suggest that part of this shift could be due to increased outsourcing of activities that were 
previously undertaken “in house”.  This would mean that values that were previously accounted for 
as part of housing construction value added are now classed as intermediate input purchases of 
professional services.  However, the shift is too large for a single year, and this issue requires further 
investigation. 
 

• A significant increase in the share of intermediate inputs for housing construction that is imported – 
from 15 percent in 2016 to 22 percent in 2017.  Quantec indicates that this is due to the application of 
an improved approach for identifying imported components and to the application of an updated 
SUT table from Statistics South Africa.  While the trend towards greater import penetration is 
consistent with national trends, the jump is too large for a single year and can likely be attributed to 
understated imports in the 2016 data.  Exchange rate movements may also have played some role.  
The average exchange rate strengthened from ZAR14.71/US$ to ZAR13.31/US$ between 2016 and 
201722, which would have made imported products relatively cheaper and may have resulted in 
greater import penetration. 
 

• A drop in the contribution of indirect taxes less subsidies to construction GVA at market prices in 
housing construction – from 16 percent to 9 percent.  Quantec suggest that this may be due to an 
increase in housing subsidies received.  According to National Treasury (2019), total housing grants 
and subsidies amounted to ZAR32.5 billion in 2017/18 – an increase of 9.1% on the ZAR29.8 billion in 
2016/17.   
 

• An increase in the contribution of indirect taxes less subsidies to housing rental GVA at market prices 
– from 10 percent to 17 percent.  It is not clear what the reason for this shift is.   

 

 

 

                                                                        
22 South African Reserve Bank (2018). 
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Activity Component of Value Chain 

2016 2017 

Value 
(ZAR 

Million) 

Composition 
(percent) 

Value 
(ZAR 

Million) 

Composition 
(percent) 

Housing 
Construction 

Intermediate Inputs 42 682 54 % 45 647 54 % 
    Primary Sector 2 576 6 % 1 547 3 % 

    Secondary Sector 32 882 77 % 22 183 49 % 

    Tertiary Sector 7 223 17 % 21 918 48 % 

    Imported Intermediate Inputs 6 361 15 % 9 924 22 % 

Gross Value Added 36 101 46 % 39 256 46 % 
    Labour Remuneration 14 610 40 % 17 425 44 % 

    Gross Operating Surplus 15 636 43 % 18 406 47 % 

    Net Indirect Taxes less Subsidies 5 855 16 % 3 424 9 % 

Domestic Production 78 782 100 % 84 903 100 % 

Domestic Demand 78 782  84 903  

Final Demand 78 782  84 903  
    Household Consumption - 0 % - 0 % 

    Gross Capital Formation 78 782 100 % 84 903 100 % 

      

Housing 
Rental 

Intermediate Inputs 39 557 48 % 34 754 40 % 
    Primary Sector 1 603 4 % 11 0 % 

    Secondary Sector 9 039 23 % 8 605 25 % 

    Tertiary Sector 28 916 73 % 26 137 75 % 

    Imported Intermediate Inputs 3 878 10 % 3 201 9 % 

Gross Value Added 42 161 52 % 52 878 60 % 
    Labour Remuneration 17 111 41 % 15 843 30 % 

    Gross Operating Surplus 20 959 50 % 28 297 54 % 

    Net Indirect Taxes less Subsidies 4 096 10 % 8 737 16 % 

Domestic Production 81 718 100 % 87 631 100 % 

Domestic Demand 81 718  87 631  

Final Demand 81 718  87 631  
    Household Consumption 81 718 100 % 87 631 100 % 

    Gross Capital Formation - 0 % - 0 % 

      

Combined 
Housing 
Construction & 
Housing 
Rental 

Intermediate Inputs 82  239 51 % 80 401 47 % 
    Primary Sector 4 179 5 % 1 558 2 % 

    Secondary Sector 41 921 51 % 30 788 38 % 

    Tertiary Sector 36 139 44 % 48 055 60 % 

    Imported Intermediate Inputs 10 239 12 % 13 125 16 % 

Gross Value Added 78 262 49 % 92 133 53 % 
    Labour Remuneration 31 721 41 % 33 268 36 % 

    Gross Operating Surplus 36 595 47 % 46 704 51 % 

    Net Indirect Taxes less Subsidies 9 951 13 % 12 161 13 % 

Domestic Production 160 501 100 % 172 534 100 % 

Domestic Demand 160 501  172 534  

Final Demand 160 501  172 534  

    Household Consumption 81 718 51 % 87 631 51 % 

    Gross Capital Formation 78 782 49 % 84 903 49 % 

Table 4: Comparison of value chain components - 2017 and 2016 Source: Own calculations. 

6 Conclusions and Policy Implications 
While there is a high degree of consistency between the results of the 2016 and 2017 studies, there are also 
some notable differences.   Some of these are due to changes (and hopefully improvements) in the structure 
and accuracy of data collected and constructed.  For example, in a broader economic environment that is 
experiencing significant structural change, more up-to-date SUT tables should result in more accurate data 
with which to estimate the composition of both intermediate inputs and gross value added.  There are, 
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however, some areas where the shifts from 2016 to 2017 cannot easily be explained and warrant further 
investigation, particularly in relation to government subsidies. 

At a broader impact level, the direct contribution of housing to the South African economy declined from 3.9 
percent of GDP to 3.7 percent between 2016 and 2017 – within an environment in which national GDP growth 
increased in real (inflation-adjusted) terms from 0.4% to 1.4%23.  The main reason for the decline in the housing 
contribution relates to an increase in the import leakage linked to intermediate inputs in housing construction.  
While this is consistent with broader import penetration trends across the whole economy, it raises policy issues 
around the competitiveness of South African construction inputs – particularly manufactured inputs.  Should 
South Africa wish to extract the maximum economic benefit from housing, production of construction 
materials should be localised to the greatest extent possible. 

However, it should also be recognised that despite the slight acceleration in economic growth between 2016 
and 2017, the real value added by the construction sector dropped by 0.6% over the same period.  Also, real per 
capita incomes declined by 0.3 percent per year between 2014 and 201724 and the financial position of most 
households deteriorated.   

Creating a conducive “eco-system” for housing so that its contributions to the economy can be maximised 
requires that housing sector interventions are no longer pursued in isolation when it is evident that around half 
of all housing value is created in other sectors of the economy. This necessitates a focus on the development of 
sustainable, competitive up-stream supplier industries and financially-secure households.  It also requires 
better quality information on the size and the nature of the housing economic value chain and its different 
elements, which – in turn – requires changes to the way in which data is collected by official sources such as 
Statistics South Africa.  In particular, attention needs to be given to determining the contribution of informal 
housing construction and housing rental activities. 

  

                                                                        
23 South African Reserve Bank (2018).   
24 South African Reserve Bank (2018).   
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Annexure A: A conceptual understanding of the housing 
economic value chain 

The economic impact of housing arises predominantly from two activities: the construction, maintenance and 
improvement of the housing structure; and activities associated with the occupation of the structure – either 
by the owner, or by a tenant.   For the purposes of this analysis, the analysis of the economic impact of house 
occupation focuses only on those activities that are accompanied by an explicit rent payment. The housing 
economic value chain (HEVC) is then a consolidation of the economic value chains associated with these two 
activities, namely: i) the housing construction value chain (HCVC); and ii) the housing rental value chain (HRVC).  

An economic value chain describes the linkages – both on the input (upstream) and output (downstream) sides 
of a particular economic activity and quantifies the economic value creation in an economy arising from that 
activity. The HEVC describes the extent to which an array of economic actors add value to the economy during 
the process of building, improving and renting houses or housing units through the addition of their intellect, 
skills and physical endeavors (labour), and their payments of rent and interest, and their generation of profits 
(gross operating surplus). The valuation of these activities may also be impacted by the extent to which they 
are subjected to indirect taxes or are subsidised by government (net indirect taxes). 

In order to engage in value-adding activities, housing construction contractors (both formal and informal) need 
to purchase material and service inputs from other sectors of the economy. These inputs can range from sand 
procured from the mining and quarrying sector to cement, bricks, window frames, doors, plumbing, tiles, 
timber and electrical equipment procured from various manufacturing sub-sectors and to transport, financial, 
architectural and even legal services provided by various tertiary sectors. The HCVC sets out what raw materials 
and manufactured goods and services (intermediate inputs) are required to support housing construction, and 
identifies where these inputs are sourced from in the economy. Similarly, the renting of accommodation units 
may entail payments to third party letting and managing agents, cleaners and gardeners, security firms, and 
lawyers (to name a few) for their services that are required inputs into the provision, maintenance and 
management of rental housing stock. In less formalized rental markets, many of these activities may be 
vertically integrated and are provided to a lesser or greater extent by the owner of the rental unit/s themselves.  

While owner-occupied dwellings and rented accommodation incur similar maintenance and operating costs, 
and support similar activities (gardening, repairs, security, household management etc.), the principal 
difference is that rental agreements explicitly capture an income stream (the rent) against which many/some 
of these costs can be offset. This is part of the reason why many systems of national accounts impute a rent to 
owner-occupied dwellings that should approximate the market value or user cost of the rent for an equivalent 
dwelling and property.  

The HEVC calculates the economic value of the housing stock produced and rented in a given period (domestic 
production). In many other economic value chains, this production may be supplemented through imports of 
products and reduced by exports. However, the nature of products in the HEVC (that is, immovable property in 
the form of accommodation) means that international trade makes no discernible difference, with the result 
that the value of domestic production is also the value of domestic supply. This supply is required to meet 
domestic demand in the economy – irrespective of whether that demand arises from a citizen or foreigner, 
provided that the product is consumed within the country. In most economic value chains, this demand may 
arise from producers in other sectors of the economy (intermediate demand) such as the demand for electric 
motors being an input into fridge manufacture and from demand from households, governments and 
expenditure on fixed capital assets (final demand). However, in the case of the HEVC all housing construction 
forms part of fixed capital formation and all accommodation rents form part of the final consumption 
expenditure of households. The entire domestic supply of the HEVC is therefore used to meet final demand.   

This economic process is illustrated in the conceptual economic value chain in the figure below.  
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Because neither imports and exports, nor intermediate demand are features of the housing value chains, they 
are reflected in grey in the value chain diagramme.  

Just as there are linkages between different sectors of the economy (both upstream and downstream) within 
economic value chains, there are also linkages across sectors and value chains. What starts out as a sales order 
to a firm in one sector ultimately has – to varying degrees - an impact on all sectors of the economy.  These are 
referred to as multiplier effects and give rise to economic multipliers that can be used to estimate the typical 
impact of spending in one sector on the sales, value added, employment, imports and tax collections in other 
sectors and across the whole economy. These multipliers are usually calculated using the supply and use tables 
(SUT) or input-output (I-O) tables. The different types of multiplier effects are: 

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

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

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

The economy-wide impact of the initial sales order is the sum of each of the impacts that it gives rise to (direct, 
indirect and induced). 
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Annexure B: Sector and sub-sector contributions to South 
Africa’s GDP in 2017 

Sector Descriptor 
Gross Value 

Added at Basic 
Prices in 2017 

Share of 
National GDP in 

2017 

Provincial departments [SIC 91102] 347517 8.3% 

Retail trade [SIC 62] 289767 6.9% 

Land transport, transport via pipe lines [SIC 71] 268781 6.4% 

National departments [SIC 91101] 260125 6.2% 

Real estate activities [SIC 84] 226448 5.4% 

Wholesale trade, commission trade [SIC 61] 211855 5.1% 

Financial intermediation except insurance and pension funding [SIC 
81] 

193116 4.6% 

Local government [SIC 91300] 131818 3.2% 

Electricity and gas [SIC 41] 122560 2.9% 

Activities auxiliary to financial intermediation [SIC 83] 117742 2.8% 

Building of complete constructions [SIC 502] 109956 2.6% 

Business activities n.e.c. [SIC 889] 101678 2.4% 

Insurance and pension funding [SIC 82] 93780 2.2% 

Agriculture [SIC 11] 91459 2.2% 

Sale, maintenance, repair of motor vehicles [SIC 63] 89029 2.1% 

Other activities [SIC 99] 83046 2.0% 

Coal [SIC 21] 79380 1.9% 

Platinum group metals [SIC 2424] 76886 1.8% 

Health and social work [SIC 93] 69398 1.7% 

Telecommunication [SIC 752] 68469 1.6% 

Legal, accounting, bookkeeping and auditing activities [SIC 881] 55310 1.3% 

Gold [SIC 23] 54506 1.3% 

Other mining and quarrying [SIC 22, 25-29] 52861 1.3% 

Education [SIC 92] 51778 1.2% 

Coke, petroleum products and nuclear fuel [SIC 331-333] 49532 1.2% 

Auxiliary transport [SIC 74] 46438 1.1% 

Other manufacturing groups [SIC 392-395] 38125 0.9% 

Other food products [SIC 304] 36716 0.9% 

Catering and accommodation services [SIC 64] 36152 0.9% 

Other chemical products [SIC 335-336] 33940 0.8% 

Water [SIC 42] 32595 0.8% 

Beverages [SIC 305] 32344 0.8% 
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Recreation, cultural, sport activities [SIC 96] 27845 0.7% 

Meat , fish, fruit etc. [SIC 301] 27806 0.7% 

Building installation [SIC 503] 26361 0.6% 

Iron ore [SIC 241] 24901 0.6% 

Basic chemicals [SIC 334] 23899 0.6% 

Architectural, engineering and other technical activities [SIC 882] 23831 0.6% 

Paper and paper products [SIC 323] 22179 0.5% 

Basic iron and steel products [SIC 351] 21429 0.5% 

Grain mill products [SIC 303] 19309 0.5% 

Building completion [SIC 504] 18563 0.4% 

Air transport [SIC 73] 18462 0.4% 

Motor vehicles [SIC 381-382] 18045 0.4% 

Special purpose machinery [SIC 357] 17629 0.4% 

Other fabricated metal products [SIC 355] 16741 0.4% 

Other metallic minerals [SIC 2429] 16680 0.4% 

Printing , recorded media [SIC 324-326] 14787 0.4% 

Parts and accessories [SIC 383] 14554 0.3% 

General purpose machinery [SIC 356] 14469 0.3% 

Plastic products [SIC 338] 14220 0.3% 

Non-metallic mineral products [SIC 342] 13818 0.3% 

Manganese ore [SIC 2423] 13753 0.3% 

Chrome [SIC 2421] 13525 0.3% 

Products of wood [SIC 322] 12941 0.3% 

Non-ferrous metal products [SIC 352] 12403 0.3% 

Structural metal products [SIC 354] 11483 0.3% 

Dairy products [SIC 302] 10823 0.3% 

Computer and related activities [SIC 86] 10327 0.2% 

Tobacco [SIC 306] 8785 0.2% 

Renting of machinery and equipment, without operator and of 
personal and household goods [SIC 85] 

8311 0.2% 

Forestry [SIC 12] 7695 0.2% 

Fishing [SIC 13] 7266 0.2% 

Postal and related courier activities [SIC 751] 7030 0.2% 

Rubber products [SIC 337] 6752 0.2% 

Other transport equipment [SIC 384-387] 6721 0.2% 

Wearing apparel [SIC 314] 6567 0.2% 

Renting of construction equipment [SIC 505] 6290 0.2% 
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Sawmilling and planing of wood [SIC 321] 6271 0.2% 

Membership activities [SIC 95] 6257 0.1% 

Advertising [SIC 883] 5858 0.1% 

Furniture [SIC 391] 5644 0.1% 

Radio, television and communication apparatus [SIC 371-373] 4842 0.1% 

Other textile products [SIC 312] 4414 0.1% 

Research and development [SIC 87] 4298 0.1% 

Sewerage, refuse, sanitation [SIC 94] 3789 0.1% 

Glass and glass products [SIC 341] 3601 0.1% 

Electric motors, generators, transformers [SIC 361] 3406 0.1% 

Professional equipment [SIC 374-376] 3117 0.1% 

Other electrical equipment [SIC 364-366] 2997 0.1% 

Water transport [SIC 72] 2303 0.1% 

Copper [SIC 2422] 2176 0.1% 

Leather and leather and fur products [SIC 315-316] 2173 0.1% 

Site preparation [SIC 501] 2137 0.1% 

Textiles [SIC 311] 1705 0.0% 

Footwear [SIC 317] 1664 0.0% 

Household appliances [SIC 358] 1607 0.0% 

Electricity distribution and control apparatus [SIC 362] 1318 0.0% 

Office, accounting, computing machinery [SIC 359] 1309 0.0% 

Insulated wire and cables [SIC 363] 789 0.0% 

Knitted, crocheted articles [SIC 313] 745 0.0% 

Source: Quantec Standardised Industry Database (February 2019). 

 

 


