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Introduction:  

The CEO of the National Housing Authority introduced the day’s workshop, explaining it had been 

convened with the purpose of providing a collective learning experience to develop housing finance 

in Zambia. The aim of the day’s discussion is to give a framework/roadmap for financing the housing 

sector. He explained that the NHA is currently evaluating the housing stock in Zambia and that 

upgrading of slum programmes are in place, in partnership with UNHabitat and funded by the 

European Union. 

He then introduced the Minister for Housing, Professor Nkandu Luo, who welcomed everyone to 

the session. She explained that the workshop is a first for them, bringing together a mix of people to 

provide input instead of working in groups that do not interact with each other. The theme is 

poverty and housing.  

Millennium Development Goal No. 7 makes reference to decent housing and sanitation. 70 – 75% of 

the Zambian population have no access to decent housing or sanitation.  With regard to the housing 

policy of 1996 – not one sentence has been implemented and it does not speak to the poor. This 

housing policy needs review. 

She presented the question: How to upgrade? Zambia has a deficit of 2- 3 million houses. How can 

her ministry meet this need? She and her staff decided that they needed more input and that they 

needed the banks to be part of this conversation, because currently interest rates are untenable. 

The election promise was a decent life – which means more decent housing. She pointed out that 

this in turn means more money for the private sector – banks, the construction industry. While the 

Patriotic Front was elected by the poor, not the people in the room, she argued for a need to look at 

how the poor are supported. She referred to the example of the South African housing subsidy 

scheme, Ethiopia and Swaziland. 

Houses in turn require parks and recreational areas – which raises the issue of the behaviour of 

municipal councils in giving away land. There is a need to re-plan, to improve the functioning of 

towns and cities. 

She closed by requesting all present to contribute to the creation of a workable plan that could be 

taken forward from the workshop.  

Speakers: 

The CEO of the NHA (National Housing Authority) Elias Mpondela then showed a presentation 

detailing their work. The NHA reports to the National Housing Ministry and plays the following roles” 



 To advise government 

 To clear slums and create planned settlements 

 To research alternative technologies for building 

 To engage in creative partnerships (Shelter Afrique, Chinese, Pensions Funds) 

In 2002, government disengaged from providing  houses and focused on creating an enabling 

environment. All government institutions involved with housing are now grouped under the NHA, 

(including underperforming assets) with knock on impacts on the NHA’s ability to deliver housing. To 

date, the schemes that NHA has developed have depended upon access to finance and have thus 

excluded the low income population. The main issues they face are: 

 A lack of access to long-term affordable finance 

 An apparent lack of demand (in fact linked to unsuitable products) 

 The cost of serviced land/cost in servicing land (comprises 30% of total housing cost) 

He emphasised there was a strong need to unblock capital. 

 Elias Mpondela was followed by  Dr Chiara Chiumya, Assistant Director of the Non Bank Financial 

Institutions supervisory office in the Bank of Zambia, who gave a presentation on the Bank’s view of 

the housing context in Zambia. The outcome of the presentation was as follow: 

 Housing development has an economic impact, with a multiplier effect within the economy. 

 Housing is an asset – building equity and savings 

 Developing low cost housing requires: 

o Solid macro-economic growth – e.g. low inflation 

o Appropriate legal system – property rights secure and well defined 

o Sound financial sector regulations 

o Affordable housing finance – some mortgage relief 

o Creditable information – credit bureaus, which will enable transparency in pricing and 

low costs for certain credit risk groups 

o Enabling role of government 

 Key players are: 

o Government 

o Banks 

o Pension Funds 

o Building societies 

While the mortgage sector has grown, the costs remain prohibitive with a range of 20.5 – 28% 

interest rates. The banking sector in Zambia is funded by deposits, which are short term, making it 

difficult to fund long term loans. Pension funds have large capital but are prevented by regulation 

from funding housing – which needs to be addressed. Pension Fund regulation needs to be changed 

so it can be used in housing finance. Capital markets need to be deepened to provide long term 

funding. A promotion of savings culture through Financial Education needs to be considered. 

 

A representative of Zambia’s Finance Building Society then gave a presentation on Access to Housing 

Finance in Zambia. Highlights of her presentation include: 

 



The context of housing in Zambia: 

 4% urban growth rate 

 36% of population are in the informal sector  

 44% of those in the formal sector earn more than $90 

 

Affordability depends on: income level, pricing of the house, cost of long term funding for the lender 

 

Potential Providers of housing finance: 

 Government – facilitate infrastructure development and develop housing estates for the 

poorest of the poor. For those with no income it is not possible to finance through financial 

institutions 

 Employers – can facilitate housing  through partnerships with HF institutions 

 Pension Funds have no experience in housing but have long term capital 

 Financial Institutions – banks, specialised housing finance institutions (building societies) and 

development finance institutions (the latter should be the main provider). 

Challenges 

Social: 

 Poor savings culture 

 Misplaced spending priorities – consumption vs. productive credit 

 Lack of awareness/acceptance of non-traditional housing structure 

 

Economic: 

 High unemployment 

 Low household income 

 High inflation = high cost of funds 

 Volatile interest rates 

 Absence of developed capital markets making it difficult to develop the resource base of 

financial institutions 

 Lack of tax incentives for borrowers and SHF providers 

 High cost of infrastructure, low economies of scale, lack of government subsidy  

 High margins for developers = higher cost 

 

Regulatory: 

 Statutory limitations on pensions funds, meaning they can’t be accessed, should be 

addressed 

 There are no supportive investment guidelines for Pension Funds 

 Absence of an Apex institution that could regulate and foster specialised housing finance 

institutions 

 

Legal: 

 Absence of title and other records 

 Inexplicable lack of will of authorities to implement viable solutions 

 Quality of housing is poor 



 

Opportunities: 

 Land is available but for tenure issues 

 Shortage of housing is also an opportunity for development 

 Housing as a priority sector for government 

 

Sources of raising low cost funds: 

 Pension Funds 

 Insurance companies 

 Capital markets 

 Flotation of bonds  

 Floating of bonds by municipal councils 

 International Development Finance Institutions: OPIC, KFW, FMO, DBSA, ADB, IBRD’s IDA 

credit (30 year term) 

 

A representative of the Zambian Homeless and Poor Peoples Federation/ People’s Process on 

Housing and Poverty then gave a local language presentation on how their movement works 

through small daily savings.  

 

A representative of the Lusaka Stock Exchange gave an overview of the role and function of the 

LuSE. 

 

She pointed out that capital markets are new to Zambia – the LuSE only opened in 1994. She gave an 

overview of what the purpose of the LuSE was including raising capital for Mergers and Acquisitions, 

expansion of activities, modernisation, to increase the capital base for onward lending. She 

explained that in order to participate there is a need to be registered as a security in order to 

exchange. If one is not listed, e.g. NHA, one can still issue bonds/securities, usually for longer term (5 

– 15 years).  A bond that has been bought can be traded.  

 

Following these presentations, the workshop participants were split into working groups with a 

particular set of questions to discuss. After an hour, these groups gave feedback on their discussion 

themes: 

 

1. Making Capital Markets work for the Poor 

 

This group had discussed the viability of using the capital markets to increase finance availability for 

low cost housing. The issues raised included: 

 Mismatch between long term financing needs and availability – the difficulty in securing 

medium to long term debt. It was felt that capital markets could supply this but at high cost. 

There would need to be a mechanism to manage the rise, such as government-backed 

guarantees. 

 Leveraging on Financial Education strategy to be inclusive for all sectors. Discussion around 

the low savings culture and lack of financial knowledge as impediments to the ability of low 



income Zambians to access and manage finance resulted in an emphasis on financial 

education as a possible solution. 

 Know Your Customer regulations to be eased to enable savings. Current requirements for 

documentation were felt to be too onerous for the poor to meet, reducing the level of 

saving. 

 Loans to be guaranteed by government. The representatives of the banking and building 

societies felt that risk should be shared with government. 

 It was suggested that government should direct pension funds to invest a portion of their 

funds in Specialised Housing Finance Institutions. The precise nature of these SHFIs was not 

specified. 

 A tax incentive for individual borrowers was suggested. Tax relief on interest payable was 

suggested as an incentive to encourage borrowing. 

 It was also suggested that SHFI get tax relief in the form of profit before tax to be put aside 

and deployed in the HF sector and not taxed. 

 It was felt that government would need to provide or subsidize infrastructure as this is a 

major cost in housing development. 

 Investment guidelines of pension funds to include housing finance, which is currently 

excluded. 

 A suggestion was put forward for a “tax holiday” for housing projects for a period of time, as 

had been done in Zambia for transportation. 

 Creation of an apex fund to support SHFIs was recommended. 

 

2. The role of government in facilitating low cost housing 

 

This group discussed how government should be involved in the facilitation and provision of low cost 

housing and came up with suggestions on achieving this that included: 

 The provision of tax relief on mortgages in order to encourage uptake. 

 The use of bilateral initiatives to mobilise mortgage initiatives 

 A need to restructure and increase the profitability of municipalities in order that they can 

issue bonds to raise longer term capital for investment in municipal housing stock.  

 A need for government to become heavily involved in the provisioning for long term loan 

facilities. 

 The development of specialised incentives for rural housing developers who face a different 

set of challenges from urban developers. 

 The need for government to provide funding for infrastructure (municipal and national) 

through partnership with the banks. 

 Concessional  funding from bilateral agreements 

 Empowered apex institution to be created to run housing finance and in turn empower local 

Development Finance Institutions to run their own projects. 

 Government to change regulations to enable pension funds to lend to apex institutions. 

 

3. Role of infrastructure and technology in low cost housing 

 



The final group discussed how new technologies could play a role in the development of low cost 

housing and provided an overview of the steps that should be taken: 

 Identify and document low cost technologies that have been successful in other countries 

and then review existing legislation for acceptability, market and promote these where 

applicable. 

 Ensure that any new technologies are socially acceptable to the income group to which they 

are targeted.  

 Look at funding infrastructure and finance models: 

o Government to make more deliberate allocation of infrastructure 

o Funding models – for eg the mining sector uses prefab materials and arranges 

finance for employees who want to buy/build houses 

o Banks need to become more involved 

 Look at how cross subsidisation could be possible– low cost user infrastructure is subsidised 

by high cost user. 

 Investigate examples of co-operatives and see if these could apply. 

 Promote sense of ownership, and ensure that people participate in construction in order to 

feel this. 

 Identify available land, carry out an audit of zoning and ownership to see where 

development can take place 

 Create satellite cities with good infrastructure and transport and people will move there. 

There is a need to decentralise to new areas that are better planned.  

 

Conclusion: Closing remarks by the Minister of Housing 

 

She referred to the fact that she and her staff had been looking for a new way of doing housing and 

she felt this meeting had not achieved that, so they would reconvene and take these initial ideas 

further. She was looking for people to be part of this process and hoped that participants here would 

continue to be involved.  

 

She responded to some of the issues raised: 

That the Ministry was concerned at the use of land in Zambia and so was auditing all assets. 

The capacity of municipalities was also a concern, she recognised that councils needed support 

incleaning up and capacity building and to this end all management positions were being checked for 

capacity. She also recognised the huge waste that corruption was causing. 

 

In closing, she highlighted again the importance of savings culture, alternative technologies and the 

need for linkages between micro and macro levels, and recognised the role of government in making 

trade-offs to incentivise the housing process. 

 


