
 

 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/ 

A 2020 study undertaken by the Centre for Affordable 

Housing Finance in Africa (CAHF) analyses Uganda’s housing 

market by providing an overview of the structure of Uganda’s 

supply and demand for housing and quantifying the 

contribution of housing construction and rental activities to 

Uganda’s economy. In addition, the analysis compares the 

costs of Uganda’s housing construction in relation to other 

African countries, in order to assist with developing  targeted 

interventions to reduce overall development costs. 

However, with a projected urbanisation rate of 5.6 percent 

per annum, Uganda’s urban areas are poised for rapid 

increases in households requiring decent, affordable 

housing. It is estimated that Uganda’s urban households will 

grow from 2.9 million in 2020 to 3.8 million in 2025—a total 

increase in housing needed of 180 000 units per annum. This 

analysis highlights the opportunity for Uganda to create a 

more orderly response to the rapid urbanisation it will face in 

the future, given its relatively low current rates of 

urbanisation and current high levels of economic growth.  

The study finds that residential housing construction and 

rental had a total direct economic impact equivalent to 11 

percent of Uganda’s GDP in 2018. In order to capitalize on the 

significant potential of the housing sector to contribute to 

economic growth, urgent attention needs to be given to the 

ability of Uganda’s local manufacturing and services sectors 

to support and grow local housing construction demands in 

the future, as well as its potential to improve its international 

competitiveness as a building materials exporter. 

To effectively guide and manage Uganda’s urban growth and 

housing development, the study concludes by highlighting 

the opportunity for Uganda to coordinate and implement six 

sectoral strategies to drive social and economic growth and 

influence Uganda’s housing future. 

Targeted at policymakers, this document provides a 

summary of the main findings and recommendations of the 

study.

Overview of Uganda’s Housing Market  

Urbanisation 

• Uganda’s population is estimated to be 46 million people in 2020, with average growth of 3.66 percent a year between 2015 

and 2020. This is the third highest population growth rate in Africa and the fifth highest in the world.  

• Uganda’s urban population is estimated to be 11.8 million in 2020 representing 25 percent of the total population. However 

it is forecasted that there will be rapid urbanisation in the future, with an annual average rate of 5.6 percent over the next 
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five years. It is estimated that 31 percent of the 

population will live in urban areas by 2030. 

• Urban households will increase from close to 2.9 million 

in 2020 to almost 3.8 million in 2025, creating an urgent 

need to deliver housing in urban areas. 
 

Housing tenure and affordability 

• According to the 2016/17 Uganda National Household 

Survey, 47.7 percent of urban households rented their 

housing, and 43.9 percent owned their dwellings. 

• Increasingly there is a trend towards smaller household 

sizes. Between the 2005/06 and 2016/17 census counts, 

there has been a decrease in urban household sizes (4.6 

to 4.1 people) and rural household sizes (from 5.3 to 4.9). 

• Around 20 percent of urban households earn between 

UGX 1.1 m and UGX 2.2 m per month, meaning that their 

housing affordability is realistically for housing products 

costing between UGX20 m and UGX 41 m. While limited 

supply of such priced housing is produced, there are not 

enough products in this price range to meet this 

household demand. 

• 68 percent of urban households earn less than UGX1.1 m 

per month, implying that they require significantly more 

affordable housing solutions costing below UGX 20 m.  
  
Housing demand and supply  

• Uganda’s estimated annual growth of over 150 000 households in urban areas and 194 000 in rural areas will lead to increased 

housing demand which will be increasingly urban-focused, as urbanisation accelerates and household sizes decrease over 

time. New households formed will be predominantly in the lower household income bands.  

• However formally constructed housing is very limited, and generally only produces houses for sale at the top end of the 

market. The National Housing Policy estimates that 60 000 housing units are produced per year.  

• Instead Uganda’s housing construction sector is dominated by informal construction: the vast majority of housing units 

developed in Uganda are built by individuals themselves or through the services of small builders working for individual 

households. Almost all houses are incrementally built over a number of years.  

• The development and rental of rented rooms and small housing units with basic shared or private ablutions is the largest 

residential market in the country, supplying most of the required accommodation in urban areas.  
 

Housing Construction and Rental Value Chains for Uganda 

This figure presents the housing construction value chain for Uganda for 2018: 

 

About the research 
 
This document summarises the facts, findings and 
recommendations contained within the full report, 
“Uganda’s Housing Economic Value Chain:  Assessing the 
Affordable Housing Market”, written by David Gardner, 
Keith Lockwood, Jacus Pienaar of the Centre for Affordable 
Housing Finance in Africa (CAHF) in August 2020. The 
report analyses Uganda’s housing sector from the 
perspective of its impact on, and potential for, economic 
growth, as well as its current competitiveness in relation to 
the cost of affordable housing in comparison to other 
African countries. 
 
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 Kenya, 
Rwanda, South Africa, Nigeria, Tanzania and Ghana.  
 
To view the full report, go to: 
http://housingfinanceafrica.org/documents/ugandas-
housing-construction-and-housing-rental-activities-
housing-economic-value-chain-and-housing-cost-
benchmarking-analysis/ 
 

 

http://housingfinanceafrica.org/documents/ugandas-housing-construction-and-housing-rental-activities-housing-economic-value-chain-and-housing-cost-benchmarking-analysis/
http://housingfinanceafrica.org/documents/ugandas-housing-construction-and-housing-rental-activities-housing-economic-value-chain-and-housing-cost-benchmarking-analysis/
http://housingfinanceafrica.org/documents/ugandas-housing-construction-and-housing-rental-activities-housing-economic-value-chain-and-housing-cost-benchmarking-analysis/
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• Total output for construction activities in 2018 totalled UGX 7 995 billion (US$2 145 million) comprised of: 

o Gross Value Added (GVA) of UGX 2 662 billion (US$714 million) and 

o Intermediate Inputs of UGX 5 333 billion (US$1 430 million) 

 

• Intermediate Inputs were sourced at 78 percent from the secondary sector; 19 percent from the tertiary sector; and 2 

percent from the primary sector. The value of intermediate inputs into housing construction was equivalent to 4.8 percent 

of Uganda’s GDP in 2018.  

 

• GVA was comprised of 58 percent labour gross operating surplus, 27 percent gross labour renumeration, and 15 percent net 

taxes. 

 

• The ratio of intermediate inputs to value added gives rise to a direct impact multiplier of 3.00, which implies that for every 

Ugandan shilling spent of construction activities, a further two shillings will be spent on purchases from “upstream” suppliers. 

o When the leakage associated with imported intermediate inputs is taken into account, the direct impact multiplier 

drops to 2.87. 

o These figures indicate that housing construction provides an important stimulus to numerous other sectors of the 

economy.  

 

In total, housing construction activities contributed 7.2 percent to Uganda’s GDP in 2018, which is more than the estimated 

annual average figure of 5 percent of GDP cited in the 2016 National Housing Policy. 

The figure below shows the housing rental value chain for Uganda in 2018:  

 

• Total rental output for 2018 was UGX 4 141 billion (US$1 111 million), comprised of: 

o Gross Value Added of UGX 3 767 billion (US$1 011 million), made up of 91 percent gross operating surplus, 6 percent 

labour remuneration and 3 percent net taxes. The very significant share of the gross operating surplus and the 

comparatively small share of indirect taxes is consistent with an activity that is almost exclusively informal. 

o Intermediate Inputs of UGX 373 billion (US$100 million) sourced at 65 percent from the tertiary sector, 33 percent from 

the secondary sector and 2 percent from the primary sector. 

 

• The value of Intermediate Inputs into housing rental activities was equivalent to 0.3 percent of GDP in 2018, while the GVA 

contributed 3.4 percent of Uganda ’s GDP in that year. 

 

• Given the very small contribution of intermediate inputs to the output of housing rental activities, it is not surprising that the 

direct output multiplier is small (1.10), which implies that for every ten shillings spent on rental, only 1 is spent in other 

sectors. 

 

• The relatively under-developed rental sector is attributed to the moderately small proportion of urban households that rent 

and due to the fact that most rental accommodation is provided by small-scale and household landlords. 
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The figure below shows the combined housing construction and rental value chain for Uganda for 2018: 

  

• The combined output in 2018 for Uganda’s Housing Economic Value Chain was UGX 12 135 billion (US$3 255 million): 

o Intermediate Inputs (47 percent) accounted for UGX 5 706 billion (US$1 531 million), and  

o GVA (53 percent) accounted for UGX 6 430 billion (US$1 725 million) 

 

• Uganda’s secondary sectors (manufacturing, utilities, and construction) were the source of 75 percent of Intermediate 

Inputs, followed by tertiary sectors (22 percent) and primary sectors (2 percent). 

 

• GVA comprised labour remuneration of 15 percent, gross operating surplus of 77 percent and net taxes of 8 percent. 

 

• In summary, direct housing sector activity (combined construction and rental) contributed a considerable 11.0 percent 

to Uganda’s GDP. This is significantly higher than countries such as South Africa’s 3.7 percent and Nigeria’s 7.2 percent but 

lower than Tanzania (13.8 percent). 

 

The figure below displays spending levels expressed as a percentage of average per capita GDP at Purchasing Power Parity (PPP), 

in Uganda and six other African countries where this analysis has been conducted by CAHF. 

• On this basis, South Africa spent the least (3.7 percent) and Tanzania spent the most (14.8 percent). Uganda’s spending was 

equivalent to 10.9 percent of per capita GDP in purchasing power parity terms.  

 

About the methodology 

This research drew on the best available data from sources such as the Ugandan Bureau of Statistics to undertake four, 
interlinked methods of analyses: 
 
1. Contextual Analysis of the demographic and economic trends influencing Uganda’s economy. 

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

3. Housing Market Analysis that examines the dynamics of Uganda’s housing construction and rental markets, and; 

4. CAHF’s Housing Construction Cost Benchmarking, which details and contrasts the cost compositions of different 

housing products in Kampala with those of models in Johannesburg, Nairobi, Lagos, Dodoma and Kigali. 

 

Complete details on the methodology and data sources are included in the full report: 
http://housingfinanceafrica.org/documents/ugandas-housing-construction-and-housing-rental-activities-housing-
economic-value-chain-and-housing-cost-benchmarking-analysis/ 
  

  

http://housingfinanceafrica.org/documents/ugandas-housing-construction-and-housing-rental-activities-housing-economic-value-chain-and-housing-cost-benchmarking-analysis/
http://housingfinanceafrica.org/documents/ugandas-housing-construction-and-housing-rental-activities-housing-economic-value-chain-and-housing-cost-benchmarking-analysis/
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• There are also substantial differences in spending on housing construction relative to housing rental. In South Africa, Ghana 

and Nigeria, estimated spending on housing rental is greater than on housing construction, but in the other countries 

included in this analysis the position is reversed. In Uganda, the equivalent of 7.2 percent of per capita GDP was spent on 

housing construction and 3.7 percent is spent on housing rental.  

 

Per capita spending on housing construction and housing rental at PPP expressed as a percentage of GDP per capita at PPP 

 

Revealed Competitiveness of Uganda’s Trade in Building Materials  
  

The housing construction economic value chain shown 
above indicates that two-thirds of the costs of new housing 
construction in Uganda in 2018 comprised intermediate 
inputs. To optimise the development potential of housing 
construction and its impact on the broader economy, it is 
necessary to focus attention on these upstream supplier 
industries as well as the housing construction sector itself. 
This will benefit not just housing construction, but 
construction generally – since many of the inputs used in 
housing construction – such as cement, steel and electrical 
and plumbing materials – are also inputs into other types of 
construction activity. Interventions that enhance the 
competitiveness of the local building materials sectors will 
not only reduce import leakages from the economy, but also 
reduce public sector costs associated with the development 
of human settlements.  

Therefore because of the importance of “upstream” 

intermediate inputs to the housing sector, the CAHF study 

included a revealed competitiveness advantage analysis of 

Uganda’s international trade in building materials. The 

analysis contrasts Uganda’s average export growth between 

2013 and 2018 in each of 44 building material product 

categories with average growth in world exports of the same 

category over the same period. The analysis indicated: 

• Uganda is generally becoming less competitive in 
the production of building materials: over the five-
year period from 2013 to 2018 Uganda lost world 
market share in 26 building material product 
categories and gained market share in only 12 
product categories.  
 

• Of the product categories in which Ugandan exports 
gained world market share, only 4 were in growing 
world markets, while 8 were for product categories 
where world demand is declining (i.e. world export 
growth is negative). 
 

• The data indicates that all of Uganda’s exports of 

building materials in 2018 were to other COMESA 

(Common Market for Eastern and Southern Africa) 

states—suggesting that the country is entirely 

dependent on neighbouring export markets and has 

been unable to diversify into markets that are 

farther afield.
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Housing Construction Cost Benchmarking 

The CAHF study also included a housing construction cost benchmarking exercise, which compared the total costs of building a 

standard 55m2 detached “CAHF House” across the major cities in five African countries. This standard CAHF House is used as the 

benchmark product in order that cost comparisons between countries are based on a defined basic housing standard. The study 

found: 

• The cost of developing a standard 55m2 house in Kampala is the third most expensive out of five countries surveyed, 

costing 46 percent more than the same product in Pretoria, South Africa and 11 percent cheaper than in Nairobi, Kenya. 

 

• The majority of the total cost is for construction-related inputs, but these only comprise 43 percent of the total house 

cost. The analysis further compared the costs of six alternative different housing typologies (smaller detached houses 

and medium and higher-rise units) in Kampala and found that multi-storey typologies increase average construction 

costs, however the construction cost increases are offset by significant savings on land and infrastructure costs. 

 

• When comparing costs in Kampala, Uganda to the other countries, land costs, compliance costs, construction costs, 

developer overheads and VAT are all second highest across the five benchmarked countries, close to Kampala’s overall 

development cost ranking of third among the five countries. 

 

• While Uganda’s housing development costs are in the mid-range of the benchmarked countries, this analysis shows 

significant potential for reducing overall housing development costs in Uganda. Construction costs alone are 51 percent 

higher than in Pretoria, South Africa and all other major cost categories have potential for cost reductions through 

minimising relatively high input costs, as well as reducing process and holding costs incurred due to delays in the 

development process. Initiatives that reduce development costs will also benefit all construction activity in Uganda, 

including civil works, social facilities, office and industrial development. 

 

Comparison of cost of standard CAHF house between six African countries (US$) 
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Conclusions and Recommendations

This report provides a deeper understanding of Uganda’s 

housing demand and supply profile. Using CAHF’s Housing 

Economic Value Chain assessment, it indicates the 

importance of housing construction and rental to Uganda’s 

current economy as well as the potential that housing has to 

stimulate upstream secondary and tertiary sectors of 

Uganda’s diversifying economy. Using CAHF’s Housing Cost 

Benchmarking methodologies, the relative competitiveness 

of Uganda’s housing development sector in relation to five 

other sub-Saharan African countries is shown, along with a 

deeper analysis of the potential to reduce housing 

development costs in Uganda.  

The study identifies six areas of intervention applied to the 

Ugandan context that will assist in the development of a 

more effective housing construction and real estate sector. 

• To scale and deepen affordable housing supply, 

interventions that address the mismatch between 

housing supply and demand are required. Firstly, public 

and private developers of housing in Uganda must re-

focus products on the real affordability pyramid of 

households. This means focusing on greater depth (more 

affordable housing) and breadth (greater numbers) of 

housing supply in the market. Secondly, reforms that 

enable access to securely titled land among other 

interventions will benefit Uganda’s large informal 

housing construction sector. Thirdly, for the Ugandan 

government to focus its limited budgetary resources on 

systems that facilitate land identification, planning, 

subdivision and allocation or sale to individuals or 

developers; access to basic infrastructure; and improved 

housing and financial market development. 

 

• Strengthening local development and construction 

capacity by addressing low levels of formal housing 

development. By ensuring a stable policy framework, 

government can encourage the participation of housing 

investors and developers to take a long-term view on 

engaging in the sector. This framework includes 

targeting Improved city planning, tenure arrangements 

and strategic infrastructure investments against which 

developers will better be able to invest their own 

resources. Small scale contractors and household level 

developers need to be afforded greater attention to 

encourage them to become more efficient and able to 

develop at greater scale. 

 

• Building intermediate input capacity for the housing 

sector.  The housing economic value chain analysis shows 

that around 35 percent of the total housing economy is 

1. SCALE & DEEPEN 
AFFORDABLE 

HOUSING SUPPLY

2. STRENGTHEN LOCAL
DEVELOPMENT & 

CONSTRUCTION CAPACITY

3. BUILD INTERMEDIATE
INPUT CAPACITY FOR 

HOUSING (LIGHT INDUSTRY)

4. STIMULATE HOUSEHOLD 
EFFECTIVE DEMAND FOR 

HOUSING

5. IMPROVE PROJECT 
IMPLEMENTATION & SECTOR 

MONITORING

6. IMPROVE HOUSING & 
REAL ESTATE  

INVESTMENT CLIMATE
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generated in upstream locally manufactured 

intermediate inputs. A further 11 percent originates from 

upstream services sectors (such as real estate, finance 

and legal services). Designing local manufacturing 

growth and import replacement strategies will play an 

important role in reducing overall housing costs and 

retaining maximum economic value from housing in the 

local economy. 

 

• Stimulating household effective demand. Between 

2005 and 2019, Uganda’s per capita GDP at purchasing 

power parity increased by 89 percent. Constant economic 

growth will ripple down into household income 

improvements, and given the relatively high levels of 

housing investment, will directly impact on levels of 

household investment on housing. Currently, Uganda’s 

rental market is limited and contributes 3.7 percent to 

GDP despite providing 48 percent of urban households 

with accommodation. Developing improved financial 

services sectors and product offerings will lead to more, 

affordable housing finance products for Ugandan 

households. 

 

• Improving programme and project implementation 

and sector monitoring. The development of a coherent, 

inclusive programme for housing development in Uganda 

that addresses the strategies highlighted above will give 

effect to the intents of the Uganda National Housing 

Policy. Also, continued improvement of Uganda’s data 

and information on the housing and housing finance 

sectors will be important factors that assist to enhance 

overall understanding and investment in the sector. 

 

• Improve the housing and real estate investment 

climate. Currently, levels of government debt, high 

interest rates and under-developed capital markets 

inhibit the flow of foreign and local investment into 

Uganda’s housing sector. There is scope to explore and 

investigate the applicability of potential capital market 

and housing finance enhancement programmes being 

undertaken in East Africa. 

In conclusion, Uganda’s early-stage urbanisation and new 

housing policy offer an important point at which strategies 

and sectoral interventions can be developed and 

implemented at scale to drive social and economic growth 

and positively influence Uganda’s housing future. 

http://www.housingfinanceafrica.org/

