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Private Sector Participation in
Africa’s Affordable Housing
Solutions

How African governments can leverage on the private
sector capabilities in the delivery of Affordable Housing.

Crowe Infrastructure Africa (Crowe Infra) is Crowe's member firm dedicated to
infrastructure development in Africa, working with public and private sector clients
to structure financially viable and sustainable projects in the energy, transport,
water, ICT and social infrastructure sectors, such as affordable housing. As a
specialized boutique consulting firm being part of a top 10 financial services
network, Crowe Infra has a unique and highly competitive delivery model based
on an uncompromising commitment to quality, agility and responsiveness.

With the ongoing global housing crisis, it is imperative for governments to engage
the private sector in the bid to address the housing demand in developing cities
across Africa. This would attract financial backing from the private sector and
leverage expertise and technological solutions to effectively tackle the housing
shortage.

Let us take a deep dive into the challenges that are currently being faced in
meeting the burgeoning housing demand, and how the role of the private sector
is critical in delivering affordable housing.
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Challenges affecting affordable housing delivery in Africa

Globally, cities are major drivers of economic growth, and the quality and location
of housing has long-term consequences for inclusive growth. The demand for
housing in rapidly urbanizing developing countries is growing exponentially. The
Sub-Saharan region's major cities are expanding rapidly. By 2050, Africa's urban
population is projected to reach 1.2 billion, with an urbanization rate of 58%
(UN-HABITAT, 2014). It is estimated that, globally, nearly 100,000 new housing
units per day are needed to meet the urban housing demand.

Across Africa, governments are tackling the challenge of affordable housing, and
where they should apply their efforts. Recent studies have found that in Africa,
formal housing investment lags behind urbanization by nine years (Dasgupta et
al., 2014).

Here, we review some of the supply-side and demand-side challenges impeding
the much-needed progress of affordable housing delivery and access in Africa.

Supply-side challenges to housing delivery

Formal housing affordability is constrained by challenges to realizing key supply
inputs, including:

i. Inefficient land administration standards: The impact of inefficient
regulatory standards and processes on affordable housing supply is a widely
recognized constraint in developing countries. This highly discourages the
efficient development of urban land and places additional burden on
infrastructure provision.

ii. Inadequate infrastructure: Network infrastructure, i.e., roads, power, piped
water, sewage/drainage to service residential land is lacking and very
expensive to build retroactively in settlements that do not have such
connections. Most African countries also lack the institutions and capacities to
capture land value in ways that can be used to finance these types of public
infrastructure investments. Infrastructure coverage is mostly directed toward
wealthier strata of society, who are also better able to self-provide for services
that local governments and utilities do not often cover, such as sanitation.

I
',
1
l
g
|
[

ey q“‘-




13

High cost of land and construction: Land and infrastructure accounts for 30
to 40% of total costs of private developments. The cost and availability of
quality construction materials are a major impediment to reducing the cost of
all types of housing. There are few local production sources for high quality
construction materials, and government and private sector developers tend to
prefer imported materials, which ultimately increase the cost of housing for
consumers, as developers must include the cost of materials in the final price
of the final product.

. Inadequate financing: The maijority of housing investment in most African

countries currently comes from government investment or domestic savings
rather than finance obtained through international capital markets, as is the
case in developed economies. Local capital markets in Africa are
underdeveloped, and most countries face policy and legislative barriers to
local investment in housing.

Demand-side challenges to housing access

Limited finance options for low-income groups: The majority of the
African population do not have formal savings accounts and are not able to
obtain mortgages for housing development. The lack of savings reduces the
amount of finance available for lending institutions to develop consumer
mortgages or other lending products.

Housing Finance: A majority of urban population build makeshift shelters by
themselves or with the assistance of local laborers. Without access to
mortgage finance to purchase complete homes, housing is built
incrementally with investments from individual savings and donations from
family and well-wishers. Housing microfinance could be a way to bridge the
gap between small, short tenor microloans and large, long tenor mortgages.
The expansion of microfinance lending gives more low-income groups
access to relatively affordable finance and banking services.

Underdeveloped mortgage sector: Most African countries offer mortgage
rates above 15% and at tenors below 15 years, which is quite inadequate
and does little to enhance affordability. Estimates indicate that in 2011, 85%
of Africa's urban population lacked access to formal housing loans and only
3% of the population was eligible for a conventional mortgage (Kihato,
2013). Instead, alternative forms of borrowing and saving are popular,
including remittances, informal loans from friends or family, and the use of
community savings clubs. There are significantly higher percentages of
informal lending, and relatively lower percentages of lending from formal
institutions (bank, credit union, MFI) (Kihato, 2013).
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The role of the private sector

Owing to these challenges, stakeholders have been pre-occupied with sourcing
alternative strategies of cost-effective funding for housing development and
improvement beyond the public sector led programmes. We believe the private
sector can play a major role in the roll-out of affordable housing units through
their contribution in terms of providing technical expertise and skills as well as
their involvement in the development of sustainable and vibrant financial
frameworks for housing. Looking forward, the involvement of the private sector in
Africa's affordable housing agenda can be viewed in the following two main
areas:

i. Adoption of Public Private Partnerships (PPPs)
Studies show that PPPs is one of the plausible ways through which low-cost
urban housing can be developed. The application of PPPs has been
proposed as among the possible alternatives to the development of low-cost
urban housing (World Bank, 2017). PPPs enable the leveraging of public
funds and assets alongside private sector expertise.

While it is important for the government to execute affordable-housing
programmes, it is easier and more effective to encourage the private sector
to build social housing and to leverage innovative technology, skills, finance,
and efficiency, while Government brings its assets such as land and provides
a conducive regulatory framework. In the housing sector, the government has
a wide range of policy, legal, regulatory, financial and administrative
instruments to encourage the private sector to participate in affordable
housing delivery.

Through PPPs, funding by financial institutions is secure and efficient since
the borrower is a Special Purpose Vehicle (SPV), with better management of
associated risks. Thus, the private sector can play a major role in the roll-out
and quick delivery of affordable housing units.
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ii. Enhancing private sector financing through capital markets
The majority of housing investment in most African countries currently comes
from government investment, DFIs, some pension funds and banks rather
than finance obtained through international and local capital markets, as is
the case in developed economies. Purely commercial investors seeking real
returns are in the minority. Establishment of capital markets vehicles such as

Real Estate Investment Trusts (REITs), with a focus on developing residential

portfolios, is taking shape in some African countries.

On the demand-side, we have seen efforts by most African governments in

establishing mortgage financing frameworks to support the mortgage markets
and housing funds, such as the National Housing Development Fund (NHDF)

in Kenya and the National Housing Fund (NHF) in Nigeria, aimed at
enhancing housing ownership.

A lot more needs to be done to attract private sector financing through capital
markets to ensure the initiative is commercially viable and sustainable.
Upgrading the capital markets infrastructure will have a significant impact on
the amounts of private capital that will flow into the real estate sector to help
address the financing needed for affordable housing. The private sector can

play a major role in providing affordable housing finance to their clients below

market rates, with flexible repayment plans, and longer repayment periods.

The development of sustainable and vibrant financial frameworks for affordable
housing should focus on both developing suitable technical specifications and

standards and building market confidence to encourage the participation of both
public and private sectors.

At Crowe Infra, our focus is on the depth and rigour necessary to support good
investment decisions in affordable housing. We provide transaction advisory
services geared towards enhancing financially sustainable interventions in
affordable housing.

Sophie Njoroge
Crowe Infrastructure Africa
Kenya

Sophie Njoroge
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Our African Network

Algeria

Hamza & Associés

Tele: +213 23 823515
Email: h.tarek@crowe.dz

Angola

Crowe Angola SA

Tele: +244 926 286710
Email: jose.sousa@crowe.ao

Botswana

Crowe Goel & Associates
Tele: +267 3959730

Email: sanjay@crowe.co.bw

Cote d’lvoire

Uniconseil

Tele: +225 08212520

Email: edouard.okoue@crowe.ci

Cameroon

Okalla Ahanda & Associes
Tele: +237 33 427887
Email: jp.okalla@crowe.cm

Democratic Republic of Congo
Okalla Ahanda & Associes

Tele: +237 33 427887

Email: jp.okalla@crowe.cm

Egypt

Crowe Dr A M Hegazy & Co

Tele: +202 376 00516

Email: dramhegazy@crowe.com.eg

Ethiopia
Yeshanew Gonfa & Co
Tele: +251 911 678117

EAGate Foreign Trade Auxiliary PLC
Tele: +251 011 635 4281
Email: contact@eastafricagate.com

Ghana

Veritas Associates

Tele: +233 302 243952

Email: okay.ameyaw@crowe.com.gh

Kenya

Crowe Erastus & Company

Tele: +254 203 860 513

Email: croweerastus@crowe.co.ke

Crowe Infrastructure Africa Ltd
Tele: +254 709 799 000
Email: stefan.kauder@croweinfrastructure.africa

Crowe COR LLP
Tele: +254 20 388 2073
Email: cephas.osoro@crowe.co.ke

Liberia

Crowe Liberia, LLC

Tele: +231 0 881115927
Email: tjoseph@crowe.com.Ir

Libya

Ahmed Ghattour & Co

Tele: +218 21 444 4468

Email: aghattour@ghattour.com

Malawi

Crowe Horwath Malawi
Tele: +265 1 831605
Email: shadric@crowe.mw

Mali

Inter Africaine d’Audit et d’Expertise (IAE-SARL)
Tele: +223 20 286675

Email: moussa.konate@crowe.ml

Mauritius

Crowe ATA

Tele: +230 467 8684

Email: contactus@crowe.co.mu

Crowe SG
Tele: +230 403 0500
Email: info@crowe.mu

Crowe Fairfield
Tele: +230 403 0500
Email: info@crowe.mu

Morocco

Horwath Maroc Audit

Tele: +212 537 77 46 70

Email: adib.benbrahim@crowe.ma
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Mozambique

Crowe Mozambique LDA
Tele +258 21 498 315

Email: contactus@crowe.mu

Nigeria

Horwath Dafinone

Tele: +234 1 4600518

Email: ede.dafinone@crowe.ng

Rwanda

Crowe (Rwa) Limited

+250 788 358 484

Email: arshad.bholim@crowe.rw

Horwath HTL Interconsult Ltd
+250 788 358 484
Email: fmustaff@horwathhtl.com

Réunion

Crowe Réunion

Tele: +262 2 6290 8900
Email: a.lala@crowe.re

Seychelles

Crowe Horwath Tax & Advisory Limited
Tele: +230 52 52 7543

Email: bernard.delomenie@crowe.org

Senegal

Max Consulting Group (MCG)
Tele: +221 33 860 84 66

Email: magattediattara@crowe.sn

South Africa

- Cape Town

Crowe HZK

Tele: +27 21 481 7000

Email: contactus@crowe.za.com

Crowe Taxation Cape (Pty) Ltd
Tele: +27 21 481 7000
tax@crowe.za.com

Horwath HTL (South Africa)
Tele: +27 21 884 3200
Email: capetown@horwathhtl.co.za

- Stellenbosch

Crowe HZK

Tele: +27 21 8807940
Email: bso@crowe.za.com

- Johannesburg

Crowe JHB

Tele: +27 11 217 8000
Email: info@crowe.za.com

Crowe Tax & Advisory (JHB) (Pty) Ltd
Tele: +27 21 217 8000
Email: reinette.theart@crowe.za.com

- Somerset West

Crowe Winelands

Tele: +27 21 855 2917

Email: rowan.marais@crowe.za.com

Crowe DNA (Pty) Ltd
Tele: +27 87 057 2613
Email: dale.holloway@crowe.za.com

Tanzania

Crowe Tanzania

Tele: +255 22 2115251

Email: chris.msuya@crowe.co.tz

Togo

Crowe TG Icaaf Sarl

Tele: +228 22 50 98 22

Email: secretariat@icaafsarl.com

Tunisia

Horwath ACF

Tele: +216 71 236000

Email: noureddine.benarbia@crowe.tn

Cabinet Zahaf & Associés
Tele: +216 71 962166
Email: mahmoud.zahaf@crowe.tn

Uganda

Crowe Horwath AIA

Tele: +256 771 803429

Email: ahmed.bholim@crowe.ug

Zimbabwe

Crowe Chartered Accountants Zimbabwe

Tele: +263 242 300135/8
Email: oliver.mtasa@crowe.co.zw

Zambia
Crowe Chartered Accountants Zambia
Tele: +260 211 356 450

Email: yande.mwenye@crowezambia.com
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About Crowe Global

Ranked eighth largest accounting network in the world, Crowe
Global has over 200 independent accounting and advisory firms
in 130 countries.

For more than 100 years, Crowe has made smart decisions for
multinational clients working across borders.

Our leaders work with governments, regulatory bodies and
industry groups to shape the future of the profession worldwide.
Their exceptional knowledge of business, local laws and
customs provide lasting value to clients undertaking
international projects.

Crowe provides global reach on a personal scale. Crowe firms
focus on the future, the client experience and working with
clients to build something valuable, substantial, and enduring.
Close working relationships are at the heart of our effective
service delivery.

At Crowe, our professionals all share one commitment, to
deliver excellence.

Crowe in Southern Africa is a member of Crowe Global, a Swiss verein. Each member firm of Crowe Global is a separate and independent legal entity. Crowe in Southern Africa
and its affiliates are not responsible or liable for any acts or omissions of Crowe Global or any other member of Crowe Global. Crowe Global does not render any professional
services and does not have an ownership or partnership interest in Crowe in Southern Africa. ©2022 Crowe in Southern Africa



