South Africa’s Housing Construction and
Real Estate Value Chain
Main Findings and Recommendations
This Fact Sheet outlines the findings of CAHF’s analysis of the economic impact of South Africa’s housing market. Housing does
not simply represent the fulfillment of a basic need for shelter for a family. It was also an important stimulus for a range of
economic activity that, when aggregated, directly contributed almost as much to the South African economy in 2017 as the entire
agriculture sector, and made a larger contribution than coal mining, gold mining and platinum mining (individually) and seventythree other sub-sectors of the economy.
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 (which for this analysis includes rental).
This CAHF study quantifies the impacts of housing construction and rental on South Africa’s economy using a housing economic
value chain approach piloted by CAHF in South Africa and now used to estimate economic impacts of housing in numerous
countries around Africa.
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
activities (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 housing construction nor housing rental activities are specifically and comprehensively quantified in the current System
of National Accounts (SNA) for South Africa. The process of developing 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 economic 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.

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/

About the research
This fact sheet summarises the facts, findings and recommendations contained within the full report, “Estimated
Contribution of Housing Construction and Residential Rental Activities in the South African Economy in 2017”, written by
Keith Lockwood of the Centre for Affordable Housing Finance in Africa (CAHF) in March 2019. The full report is available
at: http://housingfinanceafrica.org/documents/estimated-contribution-of-housing-construction-and-residential-rentalactivities-to-the-south-african-economy-in-2017/

Housing Construction Value Chain for South Africa
This figure presents the housing construction value chain for South Africa for 2017:

Total output for construction activities in 2017 was
R84.9 billion (US$6.4 billion), comprised of:
o
o

Gross Value Added (GVA) of R39.3 billion
(US$2.9 billion), and
Intermediate Inputs of R45.6 billion (US$3.4
billion).

•

Intermediate Inputs were sourced at 49 percent
from the secondary sector; 3 percent from the
primary sector; and 48 percent from the tertiary
sector. 22 percent of intermediate inputs were
imported.

•

GVA was comprised of 44 percent labour
remuneration, 47 percent gross operating surplus,
and 9 percent net taxes less subsidies.

•

Total employment in housing construction is
estimated at 497 000 in 2017 of which 433 000 were
estimated to be informally employed, leaving a
formal workforce of 64 000.

•

The value added by housing construction
contributed 0.8 percent of South Africa’s total
GDP at market prices in 2017.

About the methodology for
estimating the housing
construction value chain
This research drew on the best available data in
South Africa. Not all of the values reflected in this
analysis are available from official sources or
publications. 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, 2018). 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 constructionrelated value chains estimated by Quantec as part of
their Standardised Industry Database. Complete
details on the methodology and data sources are
included in the full report.
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Housing Rental Value Chain for South Africa
The figure below shows the housing rental value chain for South Africa for 2017:

•

Total rental output for 2017 was R87.6 billion (US$6.6 billion), comprised of:
o Gross Value Added of R52.9 billion (US$4.0 billion), made up of 54 percent gross operating surplus, 30 percent labour
remuneration and 16 percent Indirect Taxes less Subsidies, and
o Intermediate Inputs of R34.8 billion (US$2.6 billion), sourced at 25 percent from the secondary sector and 75 percent
from the tertiary sector.

•

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.

•

When compared with housing rental markets in some other countries (most notably Rwanda, Kenya and Nigeria), the rental
market in South Africa is substantially larger in scale and economic contribution and has more developed linkages into
other sectors of the economy. For South Africa, 40 percent of rental output comes from Intermediate Inputs. In comparison,
the figure is 12 percent in Kenya and 35 percent in Nigeria.

About the methodology for estimating the housing rental value chain
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 consumer price index (CPI)
expenditure weights for 2016 all South African households spent an average of 3.17 percent of their disposable (after tax)
income on rent for housing in 2016. 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. 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, 2013-2014 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 publication 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. Complete details on the methodology and data sources are included in the full report.
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Combined Housing Construction and Rental Value Chain for South Africa
The figure below shows the combined housing construction and rental value chain for South Africa for 2017:

•

The composite output in 2017 for South Africa’s Housing Economic Value Chain was R172.5 billion (US$13.0 billion):
o Intermediate Inputs (47 percent) accounted for R80.4 billion (US$6.0 billion), and
o GVA (53 percent) accounted for R92.1 billion (US$6.9 billion).

•

This means that the initial impact of housing construction and rental on South Africa’s GDP is 1.6 percent. The
intermediate inputs (first round impact) adds another 2.1 percent to GDP, making a direct impact of 3.7 percent of GDP
(including imported intermediate inputs). When imported inputs are taken into account the first-round intermediate input
contribution reduces to 1.8 percent of GDP and the direct (combined) impact reduces to 3.4 percent of GDP. These measures
don't reflect indirect (suppliers to suppliers) and induced economic impacts.

•

South Africa’s tertiary sector (services and utilities) was
the source of the majority (60 percent) of intermediate
inputs,
followed
by
the
secondary
sector
(manufacturing, utilities and construction) were the
source of 38 percent of Intermediate Inputs. The primary
sector contributed only 2 percent to intermediate inputs.

•

GVA comprised labour remuneration of 36 percent, gross
operating surplus of 51 percent and net taxes less
subsidies of 13 percent.

•

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.
o

51 percent of final demand satisfied household
consumption and 49 percent added to South
Africa’s capital stock.
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Conclusions and Recommendations
•

Housing has a significant impact on South Africa’s
economy. Housing construction and rental has a direct
impact of 3.4 percent of GDP, not taking into account
the indirect and induced impacts that result from this.

•

This report provides a motivation for South Africa to
consider changes to its System of National Accounts to
develop better disaggregation of data on these two
significant economic sub-sectors of the housing
economy.

•

For example, in a broader economic environment that
is experiencing significant structural change, more upto-date SUT tables should result in more accurate data
with which to estimate the composition of both
intermediate inputs and gross value added.

•

At a broader economic 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 (inflationadjusted) terms from 0.4 percent to 1.4 percent (SARB,
2018). 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.

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 `

•

Despite the slight acceleration in economic growth
between 2016 and 2017, the real value added by the
construction sector dropped by 0.6 percent over this
period. Also, real per capita incomes declined by 0.3
percent per year between 2014 and 2017 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, given the evidence that around
half of all housing value is created in other sectors of the
economy. This indicates the need for a focus on the
development of sustainable, competitive up-stream
supplier industries and financially secure households.

•

In order to achieve this, better-quality information on
the size and the nature of the housing economic value
chain and its different elements is required. This – 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.

