
 

 The African Union for Housing Finance (AUHF) was established as a member-based 

body of housing lenders in 1984. Today, the AUHF comprises of 46 members from 17 

countries across the continent. Members include commercial and mortgage banks, 

building societies, microfinance banks/institutions, housing development corporations, 

and other institutions involved in the mobilization of funds for shelter and housing. As 

an industry body, the AUHF promotes the development of effective housing finance 

markets, and delivery of affordable housing across Africa. http://www.auhf.co.za/ 

 

In December 2017, the Kenyan President Mr Uhuru Kenyatta 

announced his “Big Four Agenda”, setting out the pillars 

underpinning his government’s strategy to support long-

term economic development. Affordable housing was 

included as one of the four pillars (along with enabling 

manufacturing, food security and nutrition, and universal 

health care). From this announcement, the Affordable 

Housing Programme was developed, with a promise to 

deliver half a million new affordable homes in five years. 

The expectations set out in the Affordable Housing 

Programme are usefully interrogated in a 2019 study into 

Kenya’s Housing Economic Value Chain, undertaken by the 

Centre for Affordable Housing Finance in Africa (CAHF), in 

partnership with the World Bank Group. The study finds that, 

if the ‘Big Four’ agenda scales up delivery over five years to 

construct 500 000 formally constructed units, this could 

increase the contribution of housing construction to GDP 

from 6.3 percent, to more than 14 percent, and grow 

employment in housing construction from 575 000 to more 

than 750 000. 

The study further found that for the Affordable Housing 

Programme in Kenya to stimulate the economy, the 

intermediate industries that supply affordable housing (such 

as cement, steel, and electrical and mechanical equipment) 

also need to be developed. This will require systemic change, 

rather than a special dispensation. 

This document is targeted at policy-makers and provides a 

summary of the study’s main findings and 

recommendations.

 

Overview of Kenya’s Housing Market  

Urbanisation 

• 32 percent of Kenyans are urbanised, with urban populations growing at an estimated 4.3 percent per annum. 

• In 2017, there were just under 11 million households in Kenya, and this increases by approximately 300 000 households per 

annum with 155 000 of these households located in urban areas. 
 

Housing tenure and affordability 

• Nationally, 64 percent of households own their accommodation, with 36 percent renting. 

• However, of the urbanised population, 70 percent rent. This figure increases to 90 percent when focusing on Nairobi. 

• A 20 m2 house costing KES 2 000 000 (US$20 000) is available to only 3.8 percent of the population. 
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Housing demand, supply and financing  

• Housing demand outstrips supply: The World Bank 

estimated a backlog of 2 000 000 houses for 2017. 

• Most houses are constructed by households and micro-

developers one at a time; the formal construction industry 

produces less than 10 percent of total house production.  

• Approximately 26 000 mortgages were recorded for 2019, 

equivalent to a mere 2.5 percent of GDP. 

• Savings and Credit Cooperatives Societies (SACCOS) have 

overtaken commercial bank and mortgage providers and 

now account for over 100 000 home finance loans.  

 

Housing policy  

• It is possible that the recent policy capping interest rates 

may be hampering activity within the housing market: the 

reduced interest rate spread makes lower-risk 

government bonds relatively attractive. 

• However, other policies are being pursued to catalyse 

activity, such as the halving of corporate tax for 

companies constructing over 400 units of affordable 

housing per year. 

 

Housing Construction and Rental Value Chains for Kenya 

This figure presents the housing construction value chain for Kenya for 2016: 

 

• Total output for construction activities in 2016 were KES272 billion (US$2.7 billion), comprised of: 

o Gross Value Added (GVA) of KES119 billion (US$1.2 billion), and 

o Intermediate Inputs of KES 153 billion (US$1.5 billion). 

 

• Intermediate Inputs were sourced at 60 percent from the secondary sector; 23 percent from the primary sector; and 8 

percent from the tertiary sector: 

o 9.3 percent of intermediate inputs were imported. 

About the research 
 
This document summarises the facts, findings and 
recommendations contained within the full report, 
“Assessing Kenya’s Affordable Housing Market”, written by 
David Gardner, Keith Lockwood, Jacus Pienaar and Miriam 
Maina of the Centre for Affordable Housing Finance in 
Africa (CAHF) in April 2019. The report aims at deepening 
the understanding of Kenya’s affordable housing market, 
and its impact on Kenya’s economy and growth prospects.  
 
The report quantifies and analyses various facets of the 
housing sector, using costing and modelling methodologies 
developed by CAHF which have also been applied in 
Rwanda, South Africa, Nigeria, Tanzania and Uganda. The 
research findings support the World Bank’s position in 
identifying affordable housing as a potential lead sector in 
Kenya’s economic growth, with deep links to financial 
sectors, and the economy at large. To view the complete 
report, go to: 
http://housingfinanceafrica.org/documents/assessing-
kenyas-affordable-housing-market/ 
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o After adjusting for import leakages, it is estimated that housing construction had a direct impact output multiplier of 

2.16.1 

• GVA was comprised of 52 percent labour remuneration, 44 percent gross operating surplus, and 4 percent net taxes. 

o Total employment in housing construction may have exceeded 575 000 in 2016 but more than 90 percent of this is 

estimated to be informal. 

• Housing construction activities contributed 6.3 percent to GDP in 2016.  

 

The figure below shows the housing rental value chain for Kenya for 2016:  

 

• Total rental output for 2016 was KES85.1 billion (US$838 million), comprised of: 

o Gross Value Added of KES75.3 billion (US$742 million), made up at 92 percent gross operating surplus and 8 percent 

labour remuneration, and 

o Intermediate Inputs of KES9.8 billion (US$97 million), sourced at 67 percent from the secondary sector and 33 percent 

from the tertiary sector. 

 

• When compared with housing rental markets in some other countries (most notably South Africa and Nigeria), the rental 

market in Kenya is substantially smaller in scale and has more limited linkages to other sectors of the economy. 

o For Kenya, 12 percent of rental output comes from Intermediate Inputs. In comparison, the figure is 48 percent in 

South Africa and 35 percent in Nigeria. 

 

 
1 A multiplier effect is an economic impact that arises from an initial economic stimulus, causing changes in other linked economic variables. 
The total effect is often greater than the initial stimulus. 

About the methodology 

This research drew on the best available data from sources such as the Kenya National Bureau of Statistics to undertake 
four, interlinked, methods of analyses: 
 
1. An overview of the housing market; 

2. Housing Economic Value Chain Analysis, which quantifies the intermediate inputs and GVA in the housing sector; 

3. CAHF’s Housing Construction Cost Benchmarking, which details and contrasts the cost compositions of housing in 

Nairobi, Kenya with those of models in Johannesburg and Kigali, and; 

4. A revealed competitiveness analysis of a basket of manufactured housing inputs, to determine which of Kenya’s 

manufactured exports are competitive. 

 

Complete details on the methodology and data sources are included in the full report: 
http://housingfinanceafrica.org/documents/assessing-kenyas-affordable-housing-market/ 
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The figure below shows the combined housing construction and rental value chain for Kenya for 2016: 

 

• The composite output in 2016 for Kenya’s Housing Economic Value Chain was KES357.1 billion (US$3.5 billion): 

o Intermediate Inputs (46 percent) accounted for KES162.5 billion (US$1.6 billion), and  

o GVA (54 percent) accounted for KES194.6 billion (US$1.9 billion). 

 

• Kenya’s secondary sectors (manufacturing, utilities and construction) were the source of 60 percent of Intermediate Inputs, 

followed by primary sectors (30 percent) and tertiary sectors (10 percent). 

 

• GVA comprised labour remuneration of 35 percent, gross operating surplus of 62 percent and net taxes of 3 percent. 

 

• Finally, direct housing sector activity (combined construction and rental) contributed a substantial 8.3 percent to 

Kenya’s GDP. 

o 24 percent of final demand satisfied household consumption and 76 percent added to Kenya’s capital stock.  

 

Economic Implications of the ‘Big Four’ Affordable Housing Agenda 

Based on assumed rates of scaling-up, assumptions regarding the additional cost of the more formal houses, and the imported 

component of intermediate inputs, the outcomes that may be anticipated from the realisation of the ‘Big Four’ agenda are 

reflected in the table below.  

Year 

Assumed 
Number of 

Additional Formal 
Housing Units 

Built Over 
Baseline 

(Number) 

Assumed 
Additional Value 
per Housing Unit 
Compared with 

Informal 
Baseline2 

Implied 
Additional 

Gross Value 
Added 

Generated 
(KES bn) 

Implied 
Additional 

Employment in 
Housing 

Construction 
Generated 
(Number) 

Implied 
Additional 

Intermediate 
Inputs 

(KES bn) 

Implied 
Additional 

Imports 
Assuming 

Same Import 
Ratio 

(KES bn) 

Year 1 25 000 3 000 000 32.9 27 136 42.1 3.9 

Year 2 50 000 2 850 000 62.5 51 558 80.0 7.4 

Year 3 75 000 2 707 500 89.1 73 470 113.9 10.6 

Year 4 150 000 2 572 125 169.3 139 594 216.5 20.2 

Year 5 200 000 2 443 519 214.5 176 819 274.2 25.5 

 

 

 

 
2 Assuming a 5 percent Cost Reduction Per Year (KES). It is assumed that with greater production volumes, economies of scale can reduce the 
average cost of housing units produced. 
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The findings from this analysis suggest: 

• The scaling up of affordable housing under the ‘Big 

Four’ agenda represents a formalisation of what is 

already happening in urban areas – rather than a 

substantial increase in the total number of housing 

units being constructed.  

 

• If the ‘Big Four’ agenda scales up delivery over five 

years to construct 500 000 formally constructed 

units, this could increase the contribution of 

housing construction to GDP from 6.3 percent, to 

more than 14 percent.  

 

o Furthermore, employment in housing 

construction would grow from 575 000 to more 

than 750 000.  

 

• If the scaling-up of formal housing is accompanied 

by an effective localisation programme that results 

in a steady reduction (0.5 percent per year) in the 

share of imports in intermediate inputs, the value of 

additional imports required by Year 5 would fall to 

KES19.1 billion (US$188 million).  

 

o However, if the local building materials industry is 

not included in the programme and does not 

develop the capacity necessary to meet the 

demand for additional materials, the import bill 

would rise to more than KES82 billion (US$808 

million). 

 

Revealed Competitiveness of Kenyan 

Exports of Building Material  
 

• In 2017, Kenya gained market share in 13 out of 44 

building material product categories, and lost 

market share in the remaining 31 product 

categories. 

 

• Kenya’s trade deficit across all building product 

categories totalled almost US$305 million dollars 

(KES31 billion) in 2017, with imports of US$391 

million and exports of US$86.4 million. 

 

o Building materials accounted for 1.5 percent of 

total Kenyan merchandise exports and 2.3 percent 

of total merchandise imports.  

 

• Africa, and particularly the other COMESA states 

are – by far – the largest market for Kenya’s building 

materials exports. In 2017 building material exports 

to other African economies were valued at US$78.5 

million, and COMESA member states accounted for 

more than US$69 million of these exports.  

• Revealed competitiveness analysis also indicates a 

number of product categories that can be 

stimulated as economic growth sectors in Kenya’s 

economy: these include stone and slate; building 

bricks and blocks; ceramics; products of iron and 

steel; roofing materials; paints and varnishes, and; 

resins and putties.  

 

Housing Construction Cost 

Benchmarking 

• The same benchmarked 55m2 squared house is 61 

percent more expensive in Nairobi, Kenya than in 

Johannesburg, South Africa. Further, it is also 19 

percent more expensive than in Kigali, Rwanda. 

 

• Land costs are extremely high in Kenya (and 

especially so in Nairobi), yet even so comprise only 

6 percent of the cost of a 55m2 house. However, 

Kenya’s inefficient planning, zoning and land 

registration systems, combined with significant 

land speculation, continue to restrict access to well-

located land for development.  

 

• At 13 percent of the cost of a 55m2 house, bulk and 

internal infrastructure provision is the third largest 

cost driver after labour and material costs. 

 

• Comparing the 55m2 house, construction costs 

comprise 44 percent of total product cost in Kenya, 

versus 47 percent (of a much lower overall cost) in 

South Africa. This indicates many layers of 

development costs in Kenya that accumulate to 

increase the total costs of housing, including land 

and infrastructure, compliance costs, other costs, 

profits and VAT. 

 

• Overall, construction costs in Kenya are 51 percent 

higher than South Africa, and both labour costs and 

material costs contribute significantly to this.  

 

 

 



 

 
The Centre for Affordable Housing Finance in Africa (CAHF) 

serves as the Secretariat of the African Union for Housing 

Finance (AHUF). CAHF has been operating as an independent 

think tank in South Africa since May 2014, pursuing its mission 

of making Africa’s housing finance markets work. CAHF’s work 

extends across the continent, and it is supported by and 

collaborates with a range of funders and partners. For more 

information, visit: www.housingfinanceafrica.org ` 

Conclusions and Recommendations 
 

• The establishment of a formal, multi-sectoral 

coordinating structure is recommended, through which 

key housing interests can engage on common themes 

that must be resolved in order to meet the ‘Big Four’ 

agenda. The structure can serve as a formal forum or 

process through which required housing reforms can be 

negotiated, developed, implemented and monitored. 

 

• Significant capitalisation of the proposed National 

Housing Development Fund is required to fund the 

combined commitments for aggregating and off-taking 

completed housing, as well as substantial infrastructure 

to procure, project manage and dispose of stock. It is 

estimated KES750 billion (present value) will be required 

to support the procurement, bulk and internal servicing of 

necessary land over the five-year programme. 

 

• Promulgation of a new, comprehensive and supportive 

Housing Act is urgently required to address significant 

gaps in the legislative and financial framework which are 

impeding the implementation of large-scale housing 

projects.  

 

• A refinement of Kenya’s PPP framework is necessary, in 

order to improve its efficiency in structuring development 

partnerships and to enable contracting approaches that 

allow access by smaller companies, and encourage 

partnerships between international and local firms in 

large developments.  

 

• A strategy to broaden and deepen access to 

appropriate end-user housing finance is necessary. 

Financial products must continue to be developed that 

support household-level incremental housing production 

for ownership and rental. SACCOs and micro-lenders 

offer opportunities for up-scaling, capacitation and 

replication and require resources to innovate and expand 

housing lending and to improve their governance and 

capacity. 

 

 

 

 

 

• Affordable housing strategies and projects must include 

and proactively develop the capacities of large, 

medium and small local developers and contractors, as 

well as the accommodation production capacity of 

households and small-scale landlords. Approaches to 

improving access for local companies to affordable 

housing developments are required, including innovative 

programme design, tendering procedures and specified 

plans, standards and materials that encourage the 

growth of local skills, development capacity and 

manufactured products. 

 

• The development of small-scale and intermediate 

industries supplying affordable housing and other 

construction sectors is essential if the affordable housing 

element of the ‘Big Four’ agenda is to optimally stimulate 

the Kenyan economy. This must facilitate necessary 

investment in and development of Kenya’s local 

construction capacity, construction skills and 

intermediate supply sectors.  

 

In summary, an affordable housing sector that consistently 

creates value within Kenya’s economy must take a long-

term, systemic view of scaling up housing production and not 

a short-term programme approach. It must become deeply 

integrated into Kenya’s local manufacturing, construction 

and financial services sectors, and must be dedicated to 

meeting the accommodation demand profile of Kenyan 

households (and not only the formal upper and upper-middle 

income groups). 

 

 

http://www.housingfinanceafrica.org/

