Monday, September 7, 2020

Housing:

Nigerian government’s
relegated priority

Shantytowns and the homeless

L

in slums. This challenge is worse in Lagos, as more
than 60% of its citizens live in slums and substandard
housing2. High slum density typifies the ugly, vicious,
and dynamically reinforcing combination of substantial housing deficits and the poor infrastructural conditions that garnish it.

agos, Africa’s largest mega city and home to
most of the wealthiest Africans, is also home to
no fewer than 14 squatter settlements. Agege,
Ajegunle, Amukoko, Badia, Bariga, Bodija, Ijeshatedo/Itire, Ilaje, Iwaya, Makoko, Mushin, Oke-Offa Babasale, Somolu1 and Ikorodu are the most popular Regrettably, the deficit will continue to expand, as Niones. Lagos is not alone in this. Around the federal geria’s annual new house construction rate of 100
capital territory, Abuja are several slum settlements thousand housing units is only 10% of the estimated deficit-clearing growth
such as Nyanya, Durumi, Kuchi Bena, Lokogoma, Garki vil- “To date, the government has rate3. The delivery cost of a
lage, Gishiri, Lugbe and many failed to meet any of the tar- two-bedroom flat in Nigeothers. All over Nigeria, shan- gets for mass housing set un- ria is far higher than that of
der the program”
South Africa, even at no intytowns and illegal structures
terest charge4. Most Nigerians
are sprawling in response to
the housing needs of the world’s most vulnerable, cannot meet the amortization of the direct cost of a
which is exacerbated by the rapid rate of urbaniza- two-bedroom apartment. The sad result is that the
tion. The UN habitat had estimated that 77 million proportion of people who own homes in a country of
Nigerians would live in slums by 2020. See table 1 200 million people is about 25%. And because of the
below. As of 2014, 50.20%, of Nigeria’s urban pop- inability of most Nigerians who fall within the low-inulation, which by far exceeded the UN estimate, live come class to finance their ownership of a home,
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commercial housing developments focus more on the
upper-middle and high-income strata that possess
effective demand capabilities. Many premium quality/high-end structures are usually completely bought
even before their completion. The implication is the
utter neglect of the housing needs of the poor and
low-income class who are in the majority.

among the low-income classes, particularly in urban
areas. The urban poor’s housing challenge may be
peculiar in the southern parts of Nigeria. Still, it is
more challenging in the northern parts of the country with typically large households both in urban and
rural areas. Secondly, for this class of people too, the
quality of available houses is mostly below acceptable standards. “The country
Table 1: Slum growth in selected developing countries
will require $360bn to close its
housing deficit, with Lagos State
Country
Slum Annual Slum Popula- Scenario 2020 With alone estimated to have a housGrowth Rate (%)
tion (‘000)
No Change (‘000) ing shortfall of more than 3m
Angola
5.28
3,918
10,677 units, which would cost N8trn
($25.9bn) to eliminate, assumKenya
5.88
7,605
23,223 ing a cost of $10,000 per unit”6.
Nigeria
4.96
41,595
76,749
In its March 8, 2020 edition, The
South Africa
0.19
8,376
8,677 Punch newspaper noted that
Uganda
5.32
3,241
8,904 there are about 600 abandoned
Tanzania
6.16
11031
35,561 buildings in the Abuja federal
capital territory that are rotting
Brazil
0.34
51676
55,074 away despite the housing defiSource: UN-HABITAT, (2010)10
cit. The owners of these buildings left them for many years at
With a rapidly burgeoning population and languid various stages of development. Many are also unocpace of housing development, overcrowding of the cupied because of the exorbitant rental rates placed
few available houses has become inevitable. It is quite on them. The growing number of empty houses in
common to find a family of eight people cramped in a Lekki, Victoria Island and Ikoyi areas of Lagos are atone-room space. And with the continuing rural-urban tributable to the same arguments of overpricing. The
migration pressure, the trend will persist. At present, housing vacancy rates in these locations were 72% in
about 13% of Nigerians [approximately 24.4 million] the first quarter of 2018. The federal capital territoare homeless5.
ry and Lagos are not the only areas affected by the
growing number of empty and abandoned houses. It
Myriads of abandoned houses amid
is an increasing phenomenon that is present across
slums
virtually all the urban areas of the country.
he current size of Nigeria’s housing deficit is not In effect, therefore, we have a country severely chaloutright apparent. The 17 million units popular- lenged with the provision of accommodation for its
ly cited and attributed to either the World Bank teeming population of urban poor on the one hand
or the United Nations is hotly debated and does not and an increasing number of abandoned and vacant
seem to originate from either of them or any reputa- houses among the upper-middle and high-income
ble and identifiable data source. Be that as it may, it classes.
is incontestable that there are severe housing deficits

T
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The place of housing on the government’s priority scale

N

delays through well-reasoned dialogue with the original owners of the land. But beyond that, there are
the twin problems of the cost of land on the one hand
and the procurement of the certificate of occupancy
on the other. The government ideally issues both. For
the latter, the process is usually too cumbersome and
fraught with governance challenges.

otwithstanding that Nigeria’s real estate sector
is growing fast, and is now the sixth-largest sector in the economy7, how important is housing
provision to the Nigerian government? The adage “if
you can measure it, you can control it” is quite apt
in evaluating the successes and failures of Nigerian Secondly, the performance of mortgage financgovernment interests and policy performance in any ing through the Federal Mortgage Bank of Nigeria
area. The 1991 national housing policy lacked the [FMBN] has been historically abysmal. Only a small
needed teeth from its inception because of the inability fraction of income earners have access to housing fiof the government to methodically study the country’s nance conducted through the National Housing Fund.
housing needs. To date, there are no reliable statistics Housing loan disbursements are incredibly frustrating
on the country’s
housing deficits, Table 2: Summary of NHF housing deficit from 2014 to 2019
the size of these
Year
Applications
Amount Beneficiaries
Amount
Deficit
Amount
deficits in vari[‘000]
[N’Bn]
[‘000]
[N’Bn]
[‘000]
[N’Bn]
ous parts of the
2.1
18.2
1.3
7.8
0.8
10.3
country, the type 2014
and size of hous- 2015
1.6
13.1
1.2
7.8
0.4
5.3
ing structures that
2016
0.7
5.1
0.6
4.2
0.0
0.9
can convenient3.0
21.7
1.3
10.1
1.7
11.6
ly meet those 2017
needs in a variety 2018
2.5
23.3
2.0
13.9
0.5
9.4
of geographical 2019
2.5
28.1
0.8
6.3
1.7
21.9
areas. Secondly,
12.4
109.5
7.1
50.1
5.3
59.4
two of the most TOTAL
critical obstacles Source: FMBN Strategy and Performance Management report (2019)
to the mortgage
market development are ultimately resolvable by the and discouraging even for those who are duly eligible
government. Yet, it does not appear as if the govern- for them. “Currently, about 5 million Nigerians are
ment is making the right kind of moves to address registered contributors to the National Housing Fund
them. See figure 1. In their 2013 mortgage market (NHF) platform, and as at the first quarter of 2019,
obstacles survey, the World Bank and the Central the NHF mortgage loans approved by FMBN totalled
Bank of Nigeria found that the difficulties in dealing 30,309 among the teaming applicants, of which only
with property registration and titling as well as the 20,263 applications benefited. This performance recost and time of foreclosing on the property are the veals a deficit of over 10,000 applications and further
second and third most challenging obstacles to mort- brings to light the issues affecting housing finance in
gage market development. The Land Use Act number Nigeria” 8. See table 2 showing the number of hous6 of 1979 vested the ownership of all the land in each ing loan applications, the number of beneficiaries/
state on the governor. That provision in effect replaced disbursements and the size of deficits based on the
the powers of family heads with that of state gover- number of applications the National Housing Fund
nors as legal trustees of lands in the administrative processed.
jurisdiction. The government can, therefore, easily
acquire land for housing development without many The Nigerian government has a well-established
knack for not
Figure 1: Mortgage market obstacles survey
keeping its promises. The Nigerian government’s
promise-and-fail
behaviour is even
more
evident
in its plans for
mass
housing.
Affordable housing construction
was a key pillar
upon which the
government’s
2017 Economic Recovery and
Growth
Plan
[ERGP] objectives
of
stimulating
Source: WB/CBN 2013, and ValueFronteira Research
the
economy
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and creating jobs hinged. To date, the government
has failed to meet any of the targets for mass housing set under the program. The government had
planned to construct 2,700 housing units in the short
term and gradually increase the number to 10,000
housing units per annum by 2020. The performance
was a catastrophic failure. Once again, the Family
Homes Fund [FHF] - a partnership between the Federal Ministry of Finance and the Nigerian Sovereign
Investment Authority - with the target of building two
million housing units by 2020 only succeeded in developing 3,484 units since 2016. Its objectives have
now been revised to 500,000 units by 2024.

hardly access neither the finances nor possess the
collateral required for accessing housing loans. It also
does not appear as if there is any tangible set of programs to address this challenge. This situation is even
more urgent among low-income urban dwellers.
They are in a more disadvantaged economic position
to build for themselves and are generally unable to
make effective demand for existing housing. Housing
this urban population is a significant thrust of sustainable urban development9. Apart from the inherent financial gains from the vast market, it is a robust
way of managing the social liability consequences of
ignoring to do the same.

Where are the low-cost houses?

Typical of our governments, there was never a lack of
programs to address these challenges. In 1991, there
here lies the hope for decent accommoda- was “housing for all by the year 2000”. The focus of this
tion of 91% of Nigeria’s – bottom of the pyra- program was to ensure that by the end of the millenmid and lower-income – an adult population nium, all Nigerians will have had decent accommodawhose incomes are below N500,000.00 per annum? tion. That never happened. In 2006, another program
See figure 3. It costs approximately N3.5 million to “the national housing policy” was born to deal with the
construct the cheapest single room studio apartment fast compounding housing problem. Like its predeceson a cost-free land. These categories of people can sor, it also failed. Six years later, in 2013, the “Nigerian
Figure 2: Incentives for addressing the challenge of low-cost housing mortgage refinance company”
came into existence to promote
homeownership
as well as facilitate the growth
of the mortgage
market. Again, it
had extraordinarily little to offer.
Complementing
Source:11
these less than de-

W
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Figure3: Income classification of Nigerian adult population (2014)

Source:12
sirable efforts were the Federal Mortgage Bank of Nigeria and the National Housing Fund, both of which were
catastrophic failures until the emergence of the current
management whose performance is still under the observatory.
There is no doubt that the government has not shown
sufficient resolve in dealing with the housing problem
of Nigerians, particularly among the urban poor. This
responsibility-shirk worsens when juxtaposed with the
challenge of balancing the demands of the market
and corresponding economic capacity of the lower-income population, on the one hand, land ownership and transfer mechanisms as well as governments
social developmental intervention role. The urban
poor, as well as other low-income people, naturally have challenges responding to house pricing and
rental expectations. It is worse when ownership considerations come into the picture. Land titling and, in
many instances, opaque ownership conditions prevail
and present additional risks and higher transaction
costs. The urban poor and the low-income population
are, therefore, easily marginalized from their rights
to adequate shelter. The government, therefore, has
a role in intervening with appropriate subsidies and
convenient financing schemes that would enable a
considerable fraction of these people to have access
to decent accommodation.

On the way forward

housing nightmare of many Nigerians. The distant
first is the issue of access to long-term funds. Nobody
gives what he does not have. The National Housing
Fund is not well-capitalized, and so are many primary
mortgage institutions. How can a fund that is capitalized by less than N5 billion successfully confront
and defeat Nigeria’s housing behemoth? Raising the
Fund’s capitalization 100 times to about N500 billion
will be the most decisive demonstration of government seriousness on the subject. Similarly, licensed
primary mortgage institutions should also not have
a minimum capitalization requirement that is lower
than N2 billion. Thirdly, the national housing fund
should also be strongly linked to Nigeria’s capital
market to strengthen long-term fund mobilization for
the sector.
Simplifying and standardizing property registration
and titling procedures across the country may be one
way of reducing the complexities and cumbersome
processes that many state governments inject into the
steps required to accomplish this. Of course, resolving this obstacle will considerably reduce the cost and
time needed in foreclosing a property. Again, it will
remain quite challenging if favourable interest rates
are not applied for housing developments that target
the poor and low-income population. That will, in no
small measure, enhance the volume of new constructions.

T

he 2013 mortgage market obstacles survey by
the Central Bank of Nigeria and the World Bank
presented several issues which, if successfully
resolved, should open a new vista for resolving the
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