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ABSTRACT 

The title of this paper is Private Sector Involvement 

in Reducing Housing Deficit through Land 

Acquisition and Compensation in Nigeria. This 

paper is to draw attention to some of the problems 

and highlights the importance of Housing delivery 

to the individual and the economy as a whole. It is 

however hope the Government will act as a matter 

of urgency make the necessary reforms needed to 

support the sector’s development. Private 

individuals are also to partner with the government 

in ensuring a formidable partnership and 

sustainable housing delivery. 

 

 

INTRODUCTION 

Housing is one of basic necessities of life. Housing transcends physical shelter 

but determines even social, physical and psychological well-being of man. 

Housing development and delivery is a critical aspect of provision of shelter as 

it involves a chain of processes and commitment from site acquisition to 

construction and final occupation or disposal (Moses, 2013). Housing is a 

complex product that is crucial for national development in terms of both 

economy and welfare. In macroeconomics housing is an important source of 

national capital formation, of employment generation) and income production. 

Residential investment ranges from between 15% and 25% of gross fixed 

capital formation (GFCF) in most countries (Chatterie,1981). Investment in 

housing at such significant levels stimulates the demand for labor in the 

construction and building materials industries and thus affects income 
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production in the economy. In microeconomic terms, housing is a significant 

component of household consumption and savings. In developing countries 

expenditure on housing, on the average, accounts for between one-seventh and 

one-fifth of all consumer expenditures. In addition, for the majority of 

households, this investment is one of the primary objectives for savings. 

Housing construction indices (such as the Case-Schiller index) are some of the 

most common measures used by analysts to gauge economic trends in OECD 

countries. In tough economic times like we have recently experienced, we all 

keep our eyes on housing construction starts as a good bellwether for economic 

recovery. In fact, Chip Case (of the Case-Shiller index) once said that “housing 

has brought us out of every recession in the past”, and that the housing industry 

will gradually help to push the ongoing global economic recovery (Norris, 

2013). 

Housing delivery is a highly contentious and politicized issue and has been of 

great concern to administrators, scholars and the public in Nigeria, In the last 

few decades, the influx of people into urban areas, the natural population 

increase and inadequate responses by the government have contributed to the 

worsening housing situation in this country, to the extent that economic 

development and the welfare of the citizens are adversely affected (Federal 

Republic of Nigeria, 1999; Akinmoladun and Oluwoye, 2007; Ademiluyi and 

Raji, 2008).  

These problems have become more critical in the cities, where huge housing 

supply deficits, dilapidated housing conditions, high cost of housing as well as 

proliferation of slums and squatter (UN-HABITAT, 2006; Daramola, 2006). As 

a result, a large majority of urban residents, particularly the low-income earners 

who constitute about 50% of Nigeria's 160 million people (National Population 

Census, 2006), are forced to live in conditions that constitute an affront to 

human dignity (Alkali, 2005; Coker, Awokola, Olomolaiye and Booth, 2007; 

UNFPA, 2007; Aribigbola, 2008). 

Today, the unimaginably high demand for housing is on the increase on daily 

basis in our urban centres and due to the incapability of the federal, the state and 

the local governments in providing housing to the populace, Onibokun (1990) 

observed that private developers tend to contribute to a large proportion, the 

entire housing stock in the country. The contribution of private developers in 

housing delivery in our urban centers cannot be under-estimated. In spite of 

their efforts in complementing government efforts in housing delivery, 

inadequacy of building materials, problem of indigenous landowners of land, 

inadequate professional expertise, skills and input, inaccessibility to funds, lack 
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of access to land among other factors are part of the constraints that results into 

exorbitant prices that are placed on these stock of houses and this makes it 

impossible for urban poor to acquire. The production of housing in Nigeria is 

primarily a function of the private market. Approximately 90% of urban 

housing is produced by private developers. This is due to housing demand 

created by rural-to-urban migration, which accounts for 85% of urban 

population growth (Raji, 2008). 

Although housing is an integral part of human settlement that fulfills basic need, 

and has a profound impact on the quality of life, health, welfare as well as 

productivity of man; large proportion of urban residents in less developed 

countries do not have access to decent housing at affordable cost. As a result of 

this, inadequate housing condition has become an intractable challenge that has 

continued to receive attention from governments, professionals, developers and 

individuals in most developing countries. 

As part of human tradition which seeks to investigate, describe, understand, 

proffer solutions and take actions to ameliorate defects in living conditions, and 

enhance individual and collective well-being; both public and private sectors 

have continued to take actions aimed at addressing social and economic 

challenges posed by inadequate housing provisions in most countries of the 

world. These actions are in the form of legislations, policies, strategies and 

reforms, which most often have culminated in different housing programmes 

(Onibokun, 1985; Rondinelli, 1990; Tipple, 1994; Ajanlekoko, 2002; Sengupta, 

2005; Sengupta and Sharma, 2008). 

Since the private sector accounts for the larger percentage of housing 

production, this paper therefore examine private sector initiative in reducing the 

housing deficit through land acquisition  and compensation in Nigeria. It is 

against this backdrop that this paper attempts an overview of private sector 

involvement in housing delivery in Nigeria  with a view to identify corrective 

measures that are needed to better the shelter and living conditions of the 

generality of Nigerians. The paper is structured into four parts. Following this 

introduction, section two focuses on the statement of the problem, while in 

section three, an overview of the Nigerian housing market is presented. This is 

followed by discussion on the rationale for involving the private sector in 

affordable housing delivery. The last sectiongives a review of successive 

government and private efforts towards housing provision. The paper ends with 

concluding remarks including the way forward to arrest the worsening housing 

situation in the country. 
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The Prognosis 

Almost half of Nigeria’s population lives in cities, with 64.2 percent living in 

slum conditions (Okonjo –Iweala, 2014). Rapid growth of cities have engulfed 

nearby towns and villages, and pushed back mangrove, while the lack of 

adequate infrastructure and planning have caused deforestation, congestion, 

poor health, and poverty. 

More than half of Nigeria’s estimated population of 182.2 million lives on less 

than US$1 a day (Africa Housing Finance Year Book (2016).The 

unemployment rate increased by 12.1 percent in the first quarter of 2016, 

representing a sixth consecutive quarter increase. Coupled with the high rate of 

unemployment, minimum wage remains at N18 000 (US$60.28) per month. 

Home purchase and rent prices have grown ahead of general inflation,in 

Nigeria.  Fifty one percent of Nigerians live in rented accommodation, 40 

percent of which are paying between N20 000 (US$66.98) and N100 000 

(US$334.89) yearly (Kolawole 2014).With the majority of the population 

forced to rent and low regulatory monitoring regarding rentals, landlords and 

estate agents dictate the market. There are several factors that contribute to the 

high cost of housing; land allocation costs, high cost of funding, high cost of 

building material and therefore construction, logistical challenges, and the 

dearth of skilled artisans among others. 

The Nigerian real estate sector is growing fast and is now the sixth largest sector 

in the economy. The new government is framing its housing agenda on 

addressing legislative hurdles around housing and producing 1 million 

standardized affordable housing units yearly. In 2016, The Federal Government 

budgeted N40bn ($134.06 million) with the intent to build 250,000 homes. State 

Governments are also expected to collectively produce a further 250,000 units. 

50% of the housing supply deficit is expected to be covered by private investors. 

The Minister for Power, Works, and Housing, Babatunde Fashola has declared 

this as the policy the administration will follow while it finalizes a specific 

national plan. 

Nigeria today is second largest economy in Africa which was recently taken 

away from Nigeria as it was the largest economy in Africa with a GDP of $510 

billion. Yet, our housing and construction sector still accounts for only 3.1% of 

our rebased GDP. Total current housing production is at about 100,000 units 

per year, for a country of nearly 170 million. We need about 700,000 additional 

units each year, and so have accumulated a housing deficit of about 17 million 

units. And for some of our major urban centers (such as Lagos, Abuja, Ibadan 

and Kano), housing demand is growing at about 20 percent per annum (Okonjo 
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–Iweala, 2014). The rapid population increase and rural to urban migration have 

contributed to the shortfall of housing in Nigerian urban centers. The cost of 

building materials, access to infrastructure, deficiency of housing finance 

arrangements, stringent loan conditions from mortgage banks, time to process 

legal documents and inadequate government housing policies are also major 

issues affecting housing delivery for the majority of Nigerians, mortgage 

finance is not an option due to the lack of a robust system. 

Although we have 84 primary mortgage banks (PMBs) and 20 commercial 

banks, most Nigerians typically rely on private savings to pay for their homes. 

The size of the mortgage market has grown yet, this still accounted for only 

roughly 0.5% of GDP. For our commercial banks, mortgage loans accounted 

for less than 1 percent of their total assets. Nigeria’s Federal Mortgage Bank 

also manages a National Housing Fund financed mostly by contributions from 

public sector workers. But results from this Fund have been disappointing. 

Various State Governments also have housing development agencies, but these 

institutions have had very limited impact.  

Nigeria has a low homeownership rate of 25 percent, lower than that of 

Indonesia (84 percent), Kenya (73 percent), and South Africa (56 percent) 

(Okonjo –Iweala, 2014). The major issues that continue to affect housing in 

Nigeria include inadequate access to finance, slow administrative procedures, 

and the high cost of land registration and titling.  

Based on the foregoing, the following research questions are pertinent.  What is 

the nature of housing supply in Nigeria? What is the situation of housing supply 

in Nigeria? What is the housing finance structure put in place by the government 

and how have it faired? What are the factors affecting private sector housing 

supply inNigeria and what efforts can be put in place by private sectors for 

sustainable housing delivery? 

 

Review of Relevant Literature 

A house is a place in which it provides shelter, refuge, comfort, security, and 

dignity. The housing industry can be a stimulus to national economy (Onibokun, 

1983). A house also provides the physical framework in which human, social, 

economic, and cultural resources are realized, enriched, and integrated. In the 

traditional African setting, in particular, housing is, in fact, one of the greatly 

cherished material properties. This is because of the other functions that a house 

performs in the traditional society includes the protection of family cohesion 

and values, taking care of the aged through the extended family system, and the 
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protection of the ancestral values, among others. Thus, the importance of 

providing adequate housing in any country cannot be overemphasized. 

Housing is about much more than just bricks and mortar. At its most basic level, 

it satisfies the essential human need for shelter, security and privacy. Adequate 

housing was recognized in the Universal Declaration of Human Rights.1984 as 

part of the right to an adequate standard of living. Similarly Vision 20:2020 

advocates for adequate housing for all Nigerian citizens. 

Access to appropriate, affordable and secure housing is an important component 

of individual and family wellbeing. It provides a base from which people can 

develop their capabilities, gain a sense of social connection through their 

community, and raise a family. There is a positive relationship between stable 

housing and workforce participation (Dockey, et al, 2008). Stable and secure 

housing is particularly important for children’s wellbeing and development 

(Dockey, et al, 2010). 

Housing is also a significant part of the national economy. It influences building 

activity and employment, and acts as a store of wealth for owner-occupiers and 

investors. Rough estimate put the value of dormant investment in real estate at 

about N8.5 trillion (Hayford, 2006). Barlowe (1974) confirmed that two – thirds 

of the investment in United States of America is made up of real estate. 

Ibbotson, Lawrence and Kathryn (1985) also observed that the largest share of 

world’s (37%) and U.S (40%) wealth in the context of the totality of real estate, 

equities, bonds, cash, and commodities. In 2012-13, dwelling investment 

accounted for almost five per cent of Australia’s Gross Domestic Product. 

At different stages of life people think about housing differently—at times 

needing or choosing the flexibility of renting, and at other times seeking the 

security of owning a home. Irrespective of whether owning or renting, for most 

Nigerians housing costs are one of the largest regular expenses to be met from 

household income. 

According to Bourne (1981), the housing market is a set of institutions and 

procedures for bringing together housing supply and demand, that is, buyers 

and sellers, renters and landlords, builders and consumers, for the purpose of 

exchanging houses and housing services as resources. It examines in detail the 

present and future trends in the supply of and demand for housing within a given 

area. Basically, the housing market analysis identifies supply and demand 

factors and needs and establishes procedures and processes for meeting the 

needs. Unlike other types of markets, the housing market has a number of 

distinctive characteristics. It deals with the exchange of rights and property and 
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is, for all intents and purposes, immobile. The housing market has no specific 

market place where exchanges between buyers and sellers are done. 

There are two distinct types of housing market - the public sector housing 

market and the private sector housing market. 

 

Meaning of Housing 

Nigeria is perhaps the fastest urbanizing country in the African continent. One 

of the most important challenges facing the country is the provision of 

affordable housing. As more and more Nigerians make towns and cities their 

homes, the resulting social, economic, environmental and political challenges 

need to be urgently addressed (Raji, 2008). 

In Nigeria, neither the government nor the private sector provides sufficient 

housing units especially for the masses that need and demand it. Housing 

production is at approximately 100 000 units per year and this is highly 

inadequate because at least 1 000 000 units are needed yearly to bridge the 

17 million housing deficit. It is estimated that it will cost US$363 billion to curb 

the current housing deficit and the number is expected to grow at two million 

houses per year at a constant population growth of 2.7 percent per year. 

In recognition of the fact that neither the public nor the private sectors are able 

to address this problem individually, current efforts in addressing the housing 

situation in Nigeria are mostly based on collaborative efforts (Mabogunje, 2003; 

National Economic Empowerment and Development Strategy, 2004). Public- 

Private Partnerships (PPPs) are among the most common forms of such 

collaborative efforts (Emerole, 2002; Ikekpeazu, 2004; Owei, 2007; 

AMCHUD, 2008). 

The Nigerian government has identified the need for public private partnerships 

for low income housing supply. In October 2014, the Minister of Lands, 

Housing and Urban Development, stated that the Federal Government has 

created an enabling environment for the private sector to take the lead in the 

provision of housing for millions of Nigerians. In addition to requiring that all 

Armed Forces and Civil Service Agencies increase their housing stock for their 

staff, the Federal Government has also requested that all universities be able to 

house their entire student populace. 

In May 2015, Lafarge Africa Plc. in partnership with LAPO Microfinance and 

Fortis MFB announced their construction of 500 housing units in the Federal 

Capital Territory; this is in addition to schemes in Cross River, Gombe, and 

Ogun State where 3 000 units have already been delivered in the Ile-Irorun low-

cost housing project. Another development on going with a public private 
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partnership model is the 10 000 unit Rock City housing project taking place in 

Abuja. The partnership is between Rock of Ages Properties (Chicason Group) 

and the Federal Capital Development Authority’s Development Control 

Department. Chicason is aiming to expand this to Nigeria’s 36 states and deliver 

a total of 100 000 homes. 

The informal workforce is one that continues to be left out of government and 

private sector led initiatives. Instead they find unused pockets of land to build 

and develop units in un-serviced areas leading to increased slum formations. 

 

The Land Use Act  

The Land use Act promulgated in March 1978 was intended to facilitate the 

availability of urban and rural land for development. There are however, many 

constraints ranging from the use of the Act to settle personal and political scores, 

to its inflexibility being embedded into the constitution (National Housing 

Policy 2006). In 2008, some sections of the Act were proposed for amendment 

under the President’s 7 point agenda. Issues under the sections include among 

others, the powers of the governor to grant statutory rights under leasehold, 

demand and revise rents on such lands, restriction of rights to persons under 21 

years of age and consent of the governor prior to transfer, assignment or 

mortgage. 

 

Compulsory Land Acquisition and Compensation 

The compulsory acquisition of land has always been a delicate issue and is 

increasingly so nowadays in the context of rapid growth and changes in land 

use. Governments are under increasing pressure to deliver public services in the 

face of an already high and growing demand for land. Many recent policy 

dialogues on land have highlighted compulsory acquisition as an area filled with 

tension. From the perspective of government and other economic actors, the 

often conflictual and inefficient aspects of the process are seen as a constraint 

to economic growth and rational development (FAO, 2011). 

The process also brings tension for people who are threatened with 

dispossession. The compulsory acquisition of land for development purposes 

may ultimately bring benefits to society but it is disruptive to people whose land 

is acquired. It displaces families from their homes, farmers from their fields, 

and businesses from their neighbourhood. It may separate families, interfere 

with livelihoods, deprive communities of important religious or cultural sites, 

and destroy networks of social relations. If compulsory acquisition is done 

poorly, it may leave people homeless and landless, with no way of earning a 
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livelihood, without access to necessary resources or community support, and 

with the feeling that they have suffered a grave injustice. If, on the other hand, 

governments carry out compulsory acquisition satisfactorily, they leave 

communities and people in equivalent situations while at the same time 

providing the intended benefits to society. 

The power of compulsory acquisition can be abused. Unfair procedures for the 

compulsory acquisition of land and inequitable compensation for its loss can 

reduce land tenure security, increase tensions between the government and 

citizens, and reduce public confidence in the rule of law. Unclear, unpredictable 

and unenforceable procedures create opportunities for corruption. Good 

governance is necessary to provide a balance between the need of the 

government to acquire land rapidly, and the need to protect the rights of people 

whose land is to be acquired. 

 

Features of a Typical Land Acquisition Process 

i. Declaration of interest 

ii. Formation of a property assessment team 

iii. Initial discussions with donors/landowners 

iv. Letter of intent from donor 

v. Preliminary recommendation 

vi. Site assessment 

vii. Recommendation from land acquisition to the board 

viii. Legal review 

ix. Financial review 

x. Recommendation to the board 

xi. Decision of the Board 

xii. Preparation of Easement Agreement and supporting documents 

xiii. Transfer of property 

xiv. Thanks and publicity. 

However, the processes have been abused in Nigeria as a result various 

bureaucratic and nefarious activities of the parties involved coupled with the 

various conflicting land use policies and programmes 

 

Problems/Constraints Associated with Compulsory Acquisition and 

Compensation 

According to Nuhu (2008) so many problems have hindered the successful 

implementation of compulsory and payment of adequate Compensation in 

Nigeria. This originated from the provisions of the LUA No. 6 1978 on 
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compensation for Compulsory acquisition. These have generated feeling of 

dissatisfaction and resentment which has helped discredit the Compensation 

procedure in Compulsory acquisition of Land. 

i. Inadequate revocation notice 

ii. Inadequate Compensation 

iii. Illiteracy of the Claimants 

iv. Inadequate funding of the Compensation exercise 

v. Non-payment of interest on delay payment 

vi. Problems of conflicting Claims 

vii. Use of low rates for assessment of economic Trees & Crops 

viii. Non-enumeration for some Crops/ economic Trees 

ix. Problem of identifying Claimants (owners) 

x. Disallowance of Surveyors to represent Claimants 

xi. Logistics 

xii. Non-existence of Land Tribunal 

xiii. Non payment of some Claimants 

xiv. Communication problem 

xv. Non-payment for undeveloped Land 

xvi. Corruption of Government Officers 

 

Access to Finance 

The Nigeria banking sector has grown tremendously over the past few years, 

both in volume of activity and sophistication. The commercial banking sector 

assets, according to the Central Bank of Nigeria, grew by only two percent 

between 2014 and 2015, compared to its 13 percent growth rate between 2013 

and 2014 

According to Global Findex (2014), between 2011 and 2014, access to 

finance grew from 30 percent to 44 percent. The increase has been driven by 

growth in payments; however there has been a significant lag in the impact on 

access to bank loans – two percent in 2011 to five percent in 2014. Mortgage 

finance is still a small percentage of Nigeria’s GDP, at 0.58 percent – in 

comparison to the UK (80 percent), USA (77 percent), and South Africa (31 

percent). It is clear that the mortgage finance industry in Nigeria is still in its 

infancy, primarily targeting middle income earners and largely excluding low 

income earners. The Federal and State government are consciously trying to 

bridge this gap through initiatives and funds – focusing on affordable and mass 

housing schemes, and to improve accessibility to mortgage finance. 
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There are 35 Primary Mortgage Banks (PMBs), and 19 registered banks which 

also offer mortgages. Interest rates are high and vary considerably from bank to 

bank. As at July 2016, prime mortgage rates among commercial banks ranged 

from 11 percent to 27 percent, and maximum mortgage rates ranged from 

18 percent to 31 percent. For leading commercial banks offering mortgages, a 

down payment is required of 25 percent, on average, of the property value, and 

a repayment term that ranges from 10-20 years. 

The Federal Mortgage Bank of Nigeria (FMBN), Nigeria’s apex mortgage 

institution, promotes mortgage lending and manages the Nigerian housing 

policy. The FMBN raises capital through the National Housing Fund (NHF), 

which obtains funding mostly by contributions from salaried employees earning 

N3 000 (US$15.13) and above monthly, or 2.5 percent of their salary. Although 

the scheme is open to all, the recruitment structure has mostly targeted larger 

establishments, recruiting middle income earners and ignoring the low income 

earners in Small and Medium Enterprises (SMEs). Contributors receive a 

two percent interest rate per annum and are entitled to apply for the NHF-

sponsored loan. Up to N15 million (US$50 234) can be borrowed, and the 

borrower must make a deposit of between 10 percent and 30 percent.  The 

FMBN raised N191.9 billion (US$642 million) by March, 2016 from 4.14 

million registered contributors under the National Housing Fund (NHF) scheme 

with over 70 percent coming in the last five years. Additionally, N5.9 billion 

(US$19.75 million) was refunded to 118 284 eligible individuals. 

The Nigeria Mortgage Re-finance Company (NMRC), which is a public-private 

sector led initiative aimed at improving access to finance for Nigeria’s housing 

market. Shareholders of the NMRC include the Nigerian Federal Government, 

the Nigerian Sovereign Investment Agency (i.e. the Nigerian sovereign wealth 

fund), development finance institutions (such as the IFC and Shelter Afrique) 

as well as various primary mortgage banks and commercial banks in Nigeria. 

The NMRC is essentially a re-financing institution which provides our 

mortgage lending banks with increased access to liquidity and long-term funds. 

By deepening the available liquidity in the housing finance market, the NMRC 

help to bridge the funding costs for residential mortgages in the country.  

 

Constraints to Land Acquisition and Housing Delivery 

Housing delivery and land acquisition are affected by so many factors as 

reported in literature (Wells, 1986, Aniekwu and Okpala,1983,Nubi, 2008, Raji, 

2008, Mansfield, Ugwu and Doran, 1994, Adams, 1996). These include land 

allocation costs, high cost of funding, leading to high cost of building material 
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and therefore construction, logistical challenges, and the dearth of skilled 

artisans, lack of effective implementation strategies, poor promotion of security 

of tenure, inadequate supply of affordable land and infrastructure, inadequacy 

of housing finance systems, poor utilization of local building materials and 

technologies, lack of support to small-scale construction activities, 

inappropriate standards and legislation, inadequate participation of 

communities in shelter development process and support to self-help, lack of 

focused research and experimental projects, poor utilization of research 

findings, are amongst such major constraints. There is also a widening gap 

between policy formulation and the implementation process, and the status of 

low-income housing delivery is far beyond being satisfactory. In addition, taxes 

and fees also increase the sale price of a house. 

In Nigeria it takes an average of two and a half months, and 13 procedures to 

obtain land titles (paying stamp duty, registration of land title and obtaining 

Governor’s consent), while getting the Certificate of Occupancy is an expensive 

process that often takes upwards of between 1 - 5 years. However,it takes only 

1 day in some other countries such as Norway and Singapore (World Bank, 

2007).This has led to a large number of people residing in informal settlements, 

outnumbering those who stay in decent accommodation in high density urban 

areas like Lagos, Port Harcourt, and Kano. According to the World Bank’s 

Doing Business 2016 Report, Nigeria ranks close to the worst globally, 

positioned at number 169th out of 189 countries for registering property.  The 

World Bank estimated that this registration process takes 77 days in 2016 (70 

days in 2015), and costs about 10 percent (18.6 percent in 2015) of the value of 

the property, which highlights some incremental progress. In South Africa, 

similar land registration cost only 6 percent of the property value and is 

completed in much shorter time.  

Fifty to sixty percent of the total construction input goes to building materials, 

and with the floating of the naira to the dollar this year, it is expected that the 

price of construction would slightly increase as many construction items remain 

on the government’s list of  items disqualified from getting foreign exchange 

from the Central Bank of Nigeria (CBN) Eventually, with a focus of this 

administration on building up the local industry through standardization and 

national production, contractors will be able to source materials locally, and 

prices will fall. 

 

The Role of the Private Sector 

The participation of the private sector in housing delivery consists of individuals 

and corporate organizations. The sector provides houses for direct use by their 
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staff and for rental use or outright sale to the public. Unarguably, the private 

sector has been more efficient and reliable in the production of housing than the 

public sector.  

According to Henshaw (2010) and Danson (2011), the housing market is 

differentiated by tenure such as private owner occupier, private rented 

accommodation and public sector housing. Conventionally, housing market has 

some basic characteristics such as income; type of structure, types of rights or 

tenure, price or rental value, quality, size of household or social class (Agbola 

and Olatubara, 2007).The role and contribution of the private sector in housing 

provision has been vividly captured in the National Housing Policy (2004). The 

document spells out the functions of the private sector as follows; 

i. Participate fully in housing delivery particularly in the area of 

compliance with the provisions of Employees Housing Scheme 

(Special Provisions) Act (Cap 107). 

ii. Establish primary mortgage institutions or building societies, thrift 

and credit societies, etc. 

iii. Participate in the development of estates, and houses for sale or for 

rent, or shared ownership. 

iv. Co-operate either with Federal, State, Local Governments or any 

agency of Government in the provision of houses, and economic 

growth. 

In keeping with the foregoing functions and expectations, the private sector had 

been consistently providing over 90 per cent of the housing stock in Nigeria 

(FGN, 2002). Also, by 2010, it has been asserted that the private sector housing 

contributed about 98 per cent of the existing housing units in the country 

(Mofinews, 2010).  However, the private sector has failed to provide affordable 

housing to the public. The key elements lacking in the private sector initiatives 

are that of affordability’. 

Housing delivery in Nigeria is provided by either the Government or Private 

sector, but despite Federal Government access to factors of housing production, 

the country could at best expect 4.2% of the annual requirement. Substantial 

contribution is expected from other public and private sectors. The production 

of housing in Nigeria is primarily the function of the private market; 

approximately 90% of urban housing is produced by private developers. Due to 

housing demand created by rural- urban migration, which account for 65% of 

urban population growth, the fixed supply of urban land, and inflation of rental 

and housing ownership cost (Taylor, 2000). 
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Policy Intervention 

The Land Use Act (1978) continues to dictate and hinder the land market in 

Nigeria. To date the objectives of the Act have not been achieved and further to 

this, the law has led to further distortion and abuse of citizens’ rights to access 

and own land. This Act is constantly in contention and a committee was created 

to develop a bill to amend it. However, even though a conclusion was met in 

2014 where amendments were made, the core of the Act remains the same. The 

current administration has vowed to tackle the obstacles hindering land 

acquisition with an aim to shrinking the housing deficit and meeting the demand 

of the Nigerian population. To this regard, Senate President, Bukola Saraki, says 

the Senate is working to repeal the 1978 Land Use Act by December 2016. 

One of the major housing policy initiatives was the Policy on Affordable 

Housing that was initiated in 1979 by the Shehu Shagari Administration. The 

policy though laudable was unable to meet the nation’s housing needs because 

it was based on the unsustainable tenet that houses will be provided by 

government (this remains the anomaly that we must resolve). The 

implementation of the 2002 housing policy reforms was a promising beginning, 

but a lot remains to be done. 

The National Housing Policy of 2012 emphasizes the role of private sector 

financing highlighting that it should be involved with mass housing, skills 

acquisition, disaster management, urban renewal, slum upgrading, and job 

creation. The target of the policy is to guide the building of one million houses 

yearly, through a variety of schemes such as NMRC. 

Other policies and regulations that impact the housing market are the National 

Housing Fund Act (1992) and the Federal Mortgage Bank Act (1993). Both 

Acts aim to ensure a constant supply of loans to Nigerians for the purpose of 

building, purchasing and improvement of residential properties. FMBN, as part 

of the Federal Mortgage Bank Act, serves as a secondary mortgage institution, 

providing credit facilities to primary mortgage institutions, real estate 

development companies or bodies, housing corporations and housing co-

operatives. FMBN administers, collects and manages the Federal Housing 

Fund. 

 

Recommendations 

i. Standardizing mortgage Institutions 

Government’s objective should clearly focus on developing our mortgage 

market such that the NMRC can consider additional products such as 

purchasing mortgages from PMBs, pooling them together, and securitizing 
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them in our local capital markets State government should also focused 

attention on the development of their mortgageinstitutions, through state 

mortgage or other credit provision strategies, home ownership could be 

encouraged. As Umeh stated: "the basic need of the low-income is a plot of land 

to build a simple shelter which he can gradually improve upon as his income 

status allows, and if the local authorities can provide such land with access 

roads, water and electricity supplies, the owner may obtain a small loan to build 

a basic shelter." 

ii. Simplifying land titling procedures  

Due to Nigeria’s Federal structure, ownership rights for land are vested in the 

office of the Governors of various State Governments. And the delays in 

obtaining the so-called “Governor’s consent” for land titles creates frustration 

and uncertainty for many housing developers and home owners.  In the States, 

the Governors should be committed to supporting the NMRC initiative by 

providing the enabling environment for mortgage origination by specifically 

committing them to simplify property registration; to provide access to serviced 

plots of land for developers; to implement a standardized mortgage and 

foreclosure law; and to assign dedicated officials to liaise with the NMRC on 

this initiative.  

iii. Addressing Supply-Side Constraints 

About 75 percent of households in Nigeria’s urban areas live in dwellings 

constructed with concrete. Cement prices in Nigeria are also reportedly about 

30-40 percent higher compared to neighboring countries or to the world market 

prices. There is therefore the need to explore the use of local inputs and 

alternative building materials which are cheaper, of good quality, and also 

environmentally friendly. Some effort is also needed to modify consumer tastes 

to appreciate the cost-effectiveness of these new homes. Improve training of 

craftsmen in the housing industry is also needed. Both State and Federal 

Governments should be committed to investing more in public infrastructure 

(such as roads and sewerage systems) to open up new areas for property 

developers. 

iv. Rent-to-own schemes – 

The Federal Government, via the Federal Mortgage Bank, is also currently 

working in partnership with private developers to establish rent-to-own schemes 

which will enable Nigerians to ultimately own houses which they live in after a 

number of  15 years of paying rents this is known as the rent-to-own or rental 

purchase scheme. Basically, the house is leased in exchange for an annual rent, 
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with the option to purchase the house at some point during the agreement. This 

effort should be sustained.  

v. Mass (social) housing schemes- 

The National Housing Policy of 2012 emphasizes the role of private sector 

financing highlighting that it should be involved with mass housing. Therefore, 

government should work with various private developers and financial 

institutions to develop mass (social) housing schemes across various parts of 

the country. This will ensure that many more of our citizens have access to 

decent and safe housing, and are also supplied with basic infrastructure services. 

vi. Training for local craftsmen-  

Government should work with some of our local private sector companies  and 

tertiary institutionsto establish training schools for our local artisans – including 

the plumbers, painters, electricians, welders, carpenters, interior decorators and 

so on. We have some of these training schools in Nigeria at present, but given 

the projected growth in the size of our housing market, we clearly need to train 

even more skilled craftsmen. 

vii. StandardizingHousing policy – 

These should be made as part of urban and regional planning policy by reducing 

the cost of housing thereby encouraging development of smaller and medium-

sized cities. In these smaller cities, land costs would be less significant and 

hence would lower the overall costs of housing. 

Recognize that housing policy should be more than the creation of new housing 

units but be part of a policy of environmental improvement, i.e. solid waste 

collection, sewage disposal, electricity and water supply. To accomplish this, a 

greater emphasis on site and services must be encouraged. Through a site and 

services policy the State provides development services such as roads, water, 

and sewage infrastructure, while house construction remains in private hands. 

 

Conclusion 

A symbiotic relationship exists between land and economic development as a 

result of the significance of land. Various land policies existed in Nigeria which 

were formed by a hollowed and monopolistic economic system. This has 

resulted in the failure of many of the policies. Even, the Land Use Act has been 

described as requiring a review which has resulted in a free market regime; 

hence increased demand for housing continues. While reforms are going on for 

a legal and regulatory framework to support this, the legal framework for our 

land system remains unchanged and much needed activity in our real estate 

sector is yet to be felt. The task of kick-starting the housing market in Nigeria 
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is only beginning. It is work in progress. But even at this early stage, it has 

stimulated interest among developers, mortgage institutions as well as aspiring 

home owners. This paper has attempted to draw attention to some of these 

problems and highlighted the importance of Housing delivery to the individual 

and the economy as a whole. It is however hoped that Government would as a 

matter of urgency make the necessary reforms needed to support the sector’s 

development. Private individuals are also to partner with the government in 

ensuring a formidable partnership and sustainable housing delivery. 
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