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1.0 INTRODUCTION . e S B L .
Housing s 3 cantral necd in ’?;w.socio -economic hfﬂ of iﬂ.lﬂ‘-’;dualk and the s-m.lcty ux 1 whole,

intornsiny the prmrtmanﬂn of huusing as 3 basic need and-an’ ;mpurl'n.m :.;:.dll..ltnr of welfare level. T hc :

quality and quuntity of housing fucilitics available'to houschalds and orgauisations pattly detennine the
level of Licullh, productivity, longevity of life and the quality of EnVironIment in uny socicty, Compurcd
to rural aivus, urban hanzing problems leidd ko be.more houte in quanht‘lﬂve terns than quphhiwe The
rsan‘l:lre of envisonmental prnblem ref.ultuug, in lhr W area.s L-i dxfﬁ.rcnt and reﬁccnyc ol the housing
needs

Tl ﬁu‘eumncm ha! dcmc-nsuat:.d 1Lu concemn fur Hle lmu:-smb ammuon in the cauniry in

various ways. Firsl, there have huen maay instances of gowmnmm = :]m:ct paniclpunuu H | hmnmg

investment through the consimction nfnuny guw.mmant housmg esulu. across Nigera sinee the pre-

mrlrpeudence eta Uil now. Q::nnd gﬂvtfmm.nl 'hn.n sct up mﬂ-ﬂgns._, ﬂmm.:.: nrg-.msmm“h o mohilise’ .
savings and supply funds to housing dEchuprmnh AL.O it haa sl up Ih:’ Haﬁanal Huu-un" Fund =

‘schemie for wurkers 1o contribute savmgn fur housing, do‘\ftla‘.‘um.n.l .Jm' e -

The gove rnment at various leyels in the :;ountry‘ h.we aduplul stra:eme.. mcIudmg dm u. L,uvcm.m:m
invesiment in housing ill..'r'I'.Inpﬂ‘ll.:l'll‘ houslns son luan Cgchemes 1w ,E,uw.num..nl cmployees,
establishment uf maripape institutions! -'".l'he iiost mgmrcauk probaelh of huuzmg 1nvu1'rn¢nt has been

mudr.qum.y of independent private S&Vmgﬂ. f lhr: real l,'.’tato jnw:stom since the mml‘ﬂﬁ rate payable to

gavers in the real estate industry is lﬁw::r dm. 10 the luug-term nnm.#e of the mvcatmunh The situation iz

worsenrd by rent regulation in some Lll‘ii:.ﬁ., Thg wato[shtd p}:nql nnd pmgrmzmp in private zector

financing of housing mve,.tmeht Trus 'er..n t}u- 19*?“! 1993 ::ta‘-hm mu_n!. :md tutruchnmg of tontgage S e

panking. Elowever, the muy..u ;uuhh.m in hqusmg qusmtent hlI pf:rs'
nvestients bn the real eslute uuluq.lry._ s _*«rr -

The acule ualure uf huuumg prnb‘lrm in H}g ‘t'i ir“tr W
monthly réat or a room by La.,gu:i i Pu'rt 'Hnrl:l:lurt is :nuw ;!bu.“u
as against 20 per cent target sel by ﬂ%‘,—{E,IEl“‘ ol Ha!mug (;FHH R ‘.J"J?
housing problent has beeu lhr. Erealion s 1f %, arlty‘l o ¥
dtscoantort twough pollution :md. dr.-bﬂ:u :u'?ﬁ"fn hcalth w-n

situation 10 the rural areas 15 nat. i:m:? h.m.r- T]-u. nnf 3:

Wy

c cxiqnt“ tha.l “Lh¢ a.'u.xu.y,:.

PRt

mﬁﬂiquﬂur, wlm.‘h increase human

Mevertheless, the health hazard | 91‘ lhe
infiust uctural wmenitivs in the raral
heali eftegis of urban i‘.‘rblluum; R
A mare disappointing ‘attect'of g
buen the pencral complaint '!nd obsewation Lhm. I:.'lu: :m.dmd “of a!ln:a;ing gove:‘mucul. q_unﬂn;r:cd
husuxcs 18 always EL"HHE“ the pnqr 51;1-:1: ﬂm'-,r nell_lu':r cau' ¥
The pugitive effect of prwﬂt segmr mvesrme:n inl huusmg tlcvdfﬂpmént is morc W;dl::pn.ud ‘and cvrnly
distrihuted. © This it hecause mark.et 1aLmrs m-: tln. pnmnry ﬂrlumbnants ‘of bcrlh the prmlu:.tmn and
acyuisition of housng in rh: prnnm 5eu,l:i_‘|r If l:ht pjj,vull_ .u_r_mr can g?ﬂciemly SuPply ]muﬂng ‘the

POk, qunh.l.y uf rhoumrlg !and naar nbitn\.-t.f ol inudern
.nu_ns “are cqardp:ll' ble 1G

Brtrd Ak
A3 Ap

govetmnent should therefore ‘concentrate” in the D'I'OVISIOn ﬁfmw..:u.lmi-nt ml:cl'ihveu to cushion risks and ©

encouiage private lung-lenm investrnent rmpurtd n thB dcvelﬁpmém of renl extate pmpcrty

Fur such incentives io work, the ;ovemmem shuul«_l nh.\nt:fy the right target vaiubics and |

wlopt the correct policics This paper shall atiémpt 1o :dt.nlufry' ﬂ'!c reIevmt deteninuniz of housing
mveanment so a8 0 subsequently answer Hn. q_u(.:ilum. in what w;\ys, can’ ._memm Fnhr‘\c.a. be us ed L._,
sumulare ant sustain privite inveslinernt in huuamg in thf pﬁal—ndjunlmrnt 'H!,grrl:m Cgunumy
Ausworing this quealion entails an :mplzu‘;\ﬁ analysis of _1_1.1.: prlanalnry variables o huuunL_
investrend inorder to extablish major target varfables. Suimmu'hihly of housmg ln\rcium_ul. is t}nt
which conunuity is guaranteed without any direct Huuunmmi mturvenuun !

The chapter 15 arranged inte five sectiohs. E{:L.llﬂn I uifura = hnd‘ mtrnducﬂoh L I'Ju. :Lud)’, acctinn 2

discusacs the ltn.uu:iu.u.l lm.au T pulu.y i :.llllw.x fnr housmg mvcdnném_, wluh_ :-u_r_tmn 3 presanta

AT

Ll_l'tfln.'lhnrl.ﬂ rl'llﬂl.mllm wage,
¢ nutural result of the urban

- -

y AZETavatiog el Lu'n pttxhlciwlty The .
1 n?é".lﬁ ’l.hﬂt the" huuhha pmhlrrn here 15
mare of e quality than qnanmy,‘-whn.h nIau ’hu uta 'psculiar énvn.}m'ﬂcn{ pu“u‘mn pmhirm e

l.‘}_l.' l;an_the}' atlom I.a renl I.hutu_ hourex.
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anilysig of Jelerminants of housing investment, In section 4, policy incentive options for sustainable
houging-investnient ure provided and section 3 offes the conclusion. ' $

7.0 THE THEORETICAL BASIS FOR POLICY INCENTIVES TO - HOUSING
INVESTMENT . '

The gencrel theory of investment believes in cxistence of posilive relationahip botween
investment and growih/development, *rhe classical theary defiftas investment as un increase in capital
$l0CK in @ production system. Tor the purpose of this pupet the definition of investment adapted relers
o it as the growth in physical 5[0;%.&1‘(::&{}11:11 in the buusing sector, -Invesment can be classified by

- degree uf risks and by gencration o pay-back of Inveatment costs, ‘Thus, we may. have high- and low.
visk investrent poing hy risk classification, or short- and lung-term invegiment accordiug tu pay-back

age of the investient. Most high-riak investmants fall into shor-leon with very high retuns, while
low-risk investments are mwstly long-lerm and attract low reums. - s !

Rew! esipte invesiments puoemlly are long-term, fow-rizk with low-returns,  bn the fsk and .
smorlizalion apectrs, therelore, real extate nvestments are alimost risk-free and accordingly with loug”
periekd ol smortislion. - Undler the commercial (or marker) evaluaiion of investments, marginal
eificiency of capital (MEF] — the rats of intepest that wili discobust the present vuluc of a project 10 zeco .
- and pay-back perind, are the major critaria used for project bﬁngldemﬂém MEC internalizes both the
interoal rule of r::lunn_:_umi the: enxtx ol an inVu-u-tlmunt in 'it_'_. qﬁnsideratﬁon.'_MEC 4s a critelivn is weak in
that sourcex of investible funda with lower rates: of interest will make the project under ¢valuation merc

attractive xince the opporlunily costs of investible funds are not brought into conslderation. Pay-back
period criterion is weak in that projects with long-term gesuaton period and higher net retuma can he
sejected in preference for shor-term lavestment witlt lower returna (Ekpenyang, 1993). .

- ' Since 19805, there had been rapid spread of d_u:_nr__g::'gg"l.miuu polivics wnnony

! thre developing
ceonmmics.  In Nigesa, the deregulation of the ccanomny that atgricd in 1986 emphasised appropriate
pricing In most of the markets, including money, foreign exchange, cupital, und goods markeia, The
has resulted In. rapid Increase in ioterest rates, eXcessive devdluation and double-digit inflation vatgs.
Thiz combination of hlgh'llntqrés”t ‘rate’ and 'ﬂ."-inlg"-h}ﬂlﬁlidii. hp;}aﬁ:ntly-' wuuld. 'p'ﬂ_::.vidc ‘' eondngive
condition for growth in invesanent. geperaily. . But .growih in long-ierm invesbnont wunder such
conflicting policy sitmation alongside an’-unstable  socig-political environmient pan only makc
investment In long : {
stable rale of intesest and éxchange rate, predictable econonile policies, and siable political and sucial
environment in addition to any policy incentive fur u:th':'::n'._ut_:nmm uf inveatment. < PR .

© . jHlowover, ﬂ.m'_.l_'lv;l;civi:d- thoories of . ill?tﬁlllll{:ll-lt.-;Ii?]_"l'-llilﬁ.'I‘lull;id-l‘."rI the '.j;:ii_slc:tﬁ;:l- of various
ingtlicienciex in bath the aupply arxb demund sides of f:u;;ilul.ﬁlli';ﬁtuu, which 'ulgirzllntc]y leod o increaks
in the user conls of capital (Aucrbach, 19923, The inefficlencles con be in the form of inadequucics
the Now of inveslneot madket informotion, malfunciioning n‘;‘. adjololng fagtor and/or output markels,
or inelGeient bdcastructural supply: “Ihe situation in developing sconomies ie chatactensed by various
levals of lnetfciencies leading to rapidly increasing costs of investment’ awazh in valatite zngia-
political environment, all of which sre repulaive 1o leng-teonuinvesunent. Since the aucial gaina frum
long-term inveatments wrc ‘wrealer. thun those frum !h'.ﬁ:létllur:::-.','ij;vcallriéllm;"aml,-"lqng-;l:ui-.m investinents
are lexx attractive in lhe short-run, there i3 then:—l'ﬁre"juiiiﬁcmi_,dn for gﬁﬂtnunﬂni inlervention W reduss
the rizkx in Jony-term investimenls. 'The most moerket-favoured option for such inlervention, which will
not negate the objectives ‘of decegulation, is the pravision of palicy incentives. The basiz of policy
incentives ia mainly o sensitide omrket micchanivm in o Wiy Phat will increade the profit margin for
targeted investments that could have been relatively ]:“'pruﬁtablg without the incentives (Akpan.
199%). Policy incentives, by pazsiag through the market mechanism te reduce risk and increase relative
profitability, allow for govermment positive influence and newtrality requiréd by suuctural adjustnent
and deregulation programme., Vel e : '

[5 Higeria, the poveroment acerns to he marg committed to direct investment in housing thau
xiving Incentives to the private ssstor, The objective statement in the 1991 HNational Housing Folicy,
for instance, lays mors smphasis on public xector direct participation in hoysing investment than on
incentives to private sector. ‘Ihe four carclinal nbjectives arc 6.

{i) “Encourage and pfpmate active participation ofall ticrs of government in housing delivery;
(i) Suengthen institdtions within the system for more responsive service and operations,
(i) Einphasise housing Invesmments that satisfy basic heeds; ond '

{iv) Encournpe greater partleipation of the private sector in houslag development. .

Apart from the last objective, the housing policy is .p:'q#gnm:nmu‘:nl and the rale af the msrket
scchunisn is not given a place in' thix policy. The airatcgics act out to achicve theze objectives arc
cqually Jdominated by’ govemment direct involvement, Only one of the eleven atrategies ix dircetly

4%

long-term projects fortuitous! “Long-termy investment, as Akpan {1998) noted, reguires
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concerned With e private seclon that 15, [ mobilise privete sector participation - the pTO\';iiun uf
huusing, Nlul.nlmatwn of suvings through the establishment of a National }Housing Fuind {NI—iF] haz to
da with public establisluncot and conuoel of NIF then the hobilisation of savings for wveslment

H‘.'wcvm" in dnrll:!gululud ceonomy, there 2 peed 1w ermphasize reliance on market forcey und the
private seclor for inves

stnent in (ndusioies that con elMeiently be wperated woder th AR
(World Bank, 149]), _ ¥ .p‘: ted Lndder the price aystem

R EMPIRICATL ANALYSIS OF DL‘!FERMIHAI‘@TS OF HOUSING INVESVMENT

o The spedﬁczhnr{ _ot' huusing invefuncn!_ model in thin sectlon relics on the thearetical
!nlrreucer bt the lhcnr?r‘ of invesiment. 'Il'_l‘.c‘mmlcl is a multiple regréssion-equation. Three proups off
investeneng an the housing sector wew'unimidared separately with four caplanatory vaiisblen, “Ihe Unoe
investment varisliles nre the tixed capital formation in the residential peoperty, non-residentizl propesiy
i..Il'.Ll latud=tmiptoyetnenl, fnancral sector luuna (o the real estule investors, and forcipn difect ivestment
in rew! estate, Data on fxed capital formution are derived from the national income accouuting dan
and should therefure represcnt 3 macru-ceunomic position of investment in he housing activitics
since gross facd capital formation draws vp funds froms the coconomy s & whale, it is necussary ta
inveslipaie the characteristics of different sources of invextment funds 1 the houging sector. Thux, the
inanahle fund investment is intended to copture the behaviour of the, bunking public -with rcpards to
investiient in housing, and the foreigu direel inveztment iz dlrecied at analysis of fﬂlﬁigu intereste 1
reul eslale development in Nigetia, - & P R et W it T )

The factors explaining the privul:: ecotors invesuent b-r:h_u_vint:lr ars: {1) interest reie, {}} price
of real extate autput {price index fur accommadation), (3) per cupila income, and (47 exchunpe rate

in the cheice of eaplunulory variables for this study, consideration was given o their
macroccanomic calevance wd their importance as policy variables ur tsrpet vanables. Interest rale is
yery imporlant inonvestoent analysis geucrdlly bocause e jevel detennines availahility of funds wod
peofitability of invesiment. Per capita income s au jniporunt pplicy target variable whose lovel atlerts
demand tor aud supply uf goods and services, level of savins/investment, and many plhet coonomic
activities., Aguin, in considering investment decision for any project, it ts necessocy Lo cunsider the
wetais o such invextimend, thus, making the consuwiner prices very relevani. The consumcr price 89
composite funcrion of cost of production and & profit margin. ‘Hence, incluslon of consurncr prices tor
accommodation connotes the conmposition of pruducer’s prices of materials and some profi margin for
the 1nvestMent, T [ B il ' ' g

Voreign exchange rate | defined as auirs fo u dollar rote — iz also thought Lo be un important
detenninant of Tidusing investment given the, dévaluation of naira and the high bnpol content of
materialx used in the hoilding and construction sectar, o o S ORI 7t NG, e

A priori, the c_xp::tcd direction of relatonship bctwccn mie':e_st rale und inveztmment demand 15
negative, while that hetween income and investmant is positve since al higher income more will be
demanded (making prices and profit margin to rise) and more ‘saviogs will be yencrafed leadimg 10
inereuse demand for investment. The normal rolauonshup betwesn Cobsumes prive gl invesmmen: 1=
puaitive since higher prices will inereasc prnﬁ:abﬁit}'_pqsil!pn of a project (Brunsan, 1989). ‘I'be
relationship Letwesn exclidnge 1ute und investment will depend on tha gourge of investible fundy. The
funds from non-banking latemal sources will nut respond Lo chunges in exchange rate in e saue Wuy
at harking =ectar and the extemal sources. ot the housing sector ps a whuole, it will depend upon the
level of ite dependence on foreign inputs. ‘Where the major sowurce of funds ix external (like the toreign
private investment), depreciation ot domestls currency will afteact more investible funds, O the olher
hand, higher imported content of investmaent goods will create u nepalive relationshup between
exchange rate and investment j 3 S o ; : '

The mode! used for the analysis is the log-linear invesuncul function, cxcept for fogeign diect
investient analysis where the normal hnear i'n{m vielded berner result. The cocilicicnts estmares e Ui
Jog-linear nunle] dircatly provides vs with the elasticlty ceefficients. Drala uzed 0 this study spun
between 1970 — 1996 for cquation (1), 1970 ~ 18497 for equativn (2) mnd 1970 — 1995 for the lust
cquatinn The models are of the torm listed below. Each ia u single couation technique.

log( INF) = a1 [l h'}g_i-‘ [z lop K+ ﬁ}logll’l’jﬁ-'ﬁdgg FXR Jin

log( BINV) = ai+ylog F i yalog R +yslog I?k’,fy_-g log FXR + pu
FPINY mar + §1P + 53R+ O PY+{aFXR+ py. .

-

Where INY Investuneat in Housing in the econmny, derived from gross fixcd capital {ormation in
e housing seclor .

49



o ; ; ; ;

BINY = [0an investmant iu the asctor derived from agﬁ.cg;tiﬁn of bunk {ronuucicial, merchunt,
nottguge) credits, gud inxurands cumpaniae inveatnents in real gulate.
FIINV = foreipn private investineat in the real sstate seetor,

iy = Cunsumer's peice index fof seeommniaiion

T et Jending: rate

Y = Per capity ncome

Fxjt = Exchange rate

B = pesiduul, unexplained variation in tie mexlel,

‘The resulls are pi'::.'uunlc'.d in‘lables 1, 2 ind'i beslorwe.

Table ki Estimates for Equation (1)

k:.\pl:_:ﬁi:ﬁry Warniahle f_('g,.;jﬂEfEnl Alwpdurd Lirrnr Talalmlic Tohar Siﬂhil.l.c‘
Lugl 0.t = fads [ odag . | ;T=0RID o
ok L (X33 XL | Adjusted Kw0.79R
B o I i o i |l
Vogkxl LAY [B2E kil ’
3 RN L) e
Tahie 3; Estindales for Equation (2) - :

l-*l;liu'l'.ll.(‘-l:f.r}’ ‘Y'.IJ':i-IbIE 4
o -y ) Cyclicient Sta_ndnul Erryr t-Stanlarie ther Sarlaic

Log¥ _ Rl T30 YT T nw)
l-“L-'.'ﬂlf. Uasy [ARFI G s W 5 Adjusted R7=0,085
Tagl'v B TR U 3 DT ;—\&‘;I.tll:u:;;?ql.ﬁgﬂ
Loghxil .73 0141 -5 o

s

I R 3347 RN

‘Fable 31 Estimnates for Eduﬁﬁonfﬂ) 2

aplunatury Vanable
Coctliclent | Stawdand Error t-Suatiatiz CHber Souciatic

B 454083 YL 5427 BT 0867

i, ” . CEREREN T 3E08 RT3 TEU1" | Adjusicd RIa0.042
_Fc,____—_._._ BT YT ETT F-Riatistic: 34,94

o A 04 ] b e DWW wZa83
AR S BTga a3 __;__4_(_35_.4()1 -3, 383
T B (1.0 L 5. PRI N A By g ]

bvalue with @ = significant at 194 level; b = significant at 5% level; £ = significant al 10694 level,
Note: AN dara used fn this shaly are aither drown diveetly or computed from the CBN and FOS
publications refaranced beloy. :

From the resubts in Table 1, it is clear that per capita income, exchange rale s, {0 some
cxtcnt, intarest rates are siguificant determinants of houding investment in Nigeria. Imvestment in
houzing davelopment is incone und interest alastic since their cocffictents of elasticity are 1,903 cud -
1.0%7, which are greater than unily in ahsolute teqm. " The price index of wctommaodanon is an
ingignificant determinant 'of luveslnent in housing. Houxing investment is price-inclastc with =
CoelGeient of 0,18 Thit 13 Aot 50 far fiom cconamie reality brcsuse housing lavesuncat iz a long -1eia
pay-back project whese current jnvestment deciaion  bardly Creflects current perivd pricee af
peewmmodation.  (Hven when lag and forceaxt values were yxed in the analysis, the pertormance wl
price ws u determinant of housing lnveslment did not hoprove.) This also hus serious policy
pnplicatiung fur the povernment reat conteol as mentionsd below. |

In Table 2, the activities uf pure ceononuc portfulio investment via luteresi-aHracting louns sre
captured, ‘The overall :cg,rc:asinn perfcmlance is Letter here (with 97.0 per cont _]-t"') thai any wl the
other asiimated cyuulions.  “The explanatoy vurisbles  yidld  statistivally mignuticant scpression
coatiicients excepl for inlercet tate  “lhe Consumer price PRerts posilive influenca on wvestinent 1
heusing that employs loanable funds, although ik has inclastic coefMcicnt of O.R72, This is bevause ot
the need Lo uscertain the loan amertisation feusibility while embuuking on the mvesnnent. Again, wih
cegreasion/elusticity eocfficient of L1233, incume per capiia Is stll a very velatile fuclur in the
determinalion of housing investment ' ;

‘The ntlow of fordign privale investment 1o the reul ealate. development also proscits veoy
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inleresting n—.ﬁ:lrs e polivy formplation (gee Table 3). ‘1he perfonmeoce of domestic lovel of rent s
very -imporiant in the detormination of foreign invesusent in real estute property, Since such
invostments are basically for puse coonomic gains, the prices {rents) of real cstate property have to bu
ﬂttl’illcﬁvc for cusy recuvery of costs of capital. The per capita ingome, which delemines domiestic
SHYINGE, has a negatively elastic (It 's.taLiali,;ally-i:xsigniiieaual)':élmiunnhip with inflow of forcign
private investment o rual estate sector. The rewson is that foreign direct invesuocat 15 unly 2
supplement 1o the dumestic investment {savingr), With Inw income, thaie will be lowsr zavings 2l
higher newd for iuvestible funds, which will then attract more foreign vestraeol 0 baidee the gap.
Domestic inicrest fale i 3 positive, elustic and xipnificunt detenninsnt of fursion private tovestment
the sector. Tha reaaon 15 thal foreign privatefinvestments often come in furm of luens, hence, highes
interest rules wall attuct more foreign lenders/investnrs o the real cstate sectar. o

* [aterestnply, the aulunomons invesnsent in housing wsing lusnable funds 5 nogative shawiny
e disinvestnent, sales of teal estate progferty, aud diversion of loans to other aectog il the expected
fetutug on lnvestment is approaching zerw. ‘This demonststes the dominanee of profit molive in
investors who use loanable funds fur real gstute develupment. [ glea shows that if no refuin iz oxprected

froms real estate investient or if it is 100 low, there will be divestment by way of sules.of the existing
reel cxlate propuerty. : ; -.

In all the three cusce, forcipn exclanpe rate ix an IMpordant 10verse determinant of housiy
invesuncnt. I7 [a very significant and clasqic in the forziyn direct invesmient madel. Thix i5 duc to i
high impaort requirement ol hausing construction, which requires low exchunpe rate for succesxfl dud
sustainable inveatment. - . - . ot e : e

The treatment of the duve explanatory varisbles, price of acfummodation, intarest ale, and
per capit iocome, wpether shows that introduction of exclunpo “rate hrings abunit some polick
disurbances. ‘Ihis is marked by change in predicted signs from the axpected direction of zelutionthip.
Giiven the results i tables 4, 5 and & beluw compared with those in tables 1 ta 3, It can he notived thal
heze hwve hes luleractions ufé:{-:‘.h;\mge sute with sume of the explanatory u:i'ables, i R
rate, {Frum the I:Cu'uputa.d correlation motrix, the level of relativn l-'tﬁmf,cll interegt sule and fu:éig_n
exchange rale is (1.92.) When exclhiunge rage and intzrest rate are used together, il cuuess Clungs in SiMils
of coettlcient catimates of interest mic, 1his is informative to the effuct, that bolh exchanye rae aexl
interest rate policios need to be combined with caution. g ELEeste G g v 0 -

Thouph not wsted 1 this aluddy, there are 1Mpo: tant socic-cultural determinants uf housiny.
invesunent in the Nigerian econurny, These factors include gncial stutus of iudividual {delcrmined by
such vuriables as pusition in the cnmmuuity, cducationz] status, eie), occupation, mariwl stanis, family
size, =ocial prestipe, made of sottlement gnﬂ'{-mmhunxt requirements on !mum'lng, Soiw wl thase Tactors
sre however ahsorbed in the acolomic \Irxriables analysed above. %L
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4.0 FOLICY INCENTIVE OPTIONS FOR SUSTAINABLE HOUSING INVESTMENT

For sustwuable housing investment to take. place, the government needs to focus on policies

that will feed Loc:. pomtively into the inveatment tunction of the housing seclor. Ax nared eatlivr {mm
scetion 23, It is nwre coxt-efficient fin yovernment to offer pulicy incantives te investment thatl ven be
carried ant atficieutly in the marker place than tn pet wvolved dircatly in such uclivitics, Civen i
ubjeet af reduction in the size of povenunent ussaciated with deregulation, and the, fact that heneing
investment can’ he afficiently umdertaken m market civiranment, thee is over-nding aeed for the
prlvate sectur to he enesuraged 1o irRreasc invesmient in the redl cxtare octor.
Arising from thy weaulis discussed in e poeccding sociion i5.the sssuc nf policy implicsliona ol the
analysis. Three vaniables, namely, exchanjc rate, par capin incame and price of accwnrmadation, are
very important pelicy varisblesf Policies based on thesc variables can be udopied to sigmticamly
influrnice housiug investinent hehaviour (a the econumy. Howover, policy mix Involving exciuige iule
shanid ouly be sdopted with intensive cautlon due lo itz high lovel ineraction with Dif1ed vasiabics,
- especially witl interest rate whose correlation coefficicod i 92, % percent. '

IFor puie privale invesimeant outlays captured by equatons (2) and (3), price ndeces fw
accommodation are gowd determinant and, therefore, cun he ettecuve policy instrumant, However,
since doniestic investmenis in housing are genernlly inclastic to acconunedulion prices, Creuse
these prices will add more pressurs 10 the coats of living than ease housing problem. Converacly,
decrease in prices of accommodations will have less than proportionate decreax: in housing supgply.
However, since 1onia are determuining factor fur cormmercial invesors (Lhusq:'inw;min: with ll:sﬂln_x'u]u
funds uad furcipn investors), and cailing on rents will be a dixincentive 10 Soue uf these investars, The
govenunent should ruther introcluce rent subsidy policy, since that will serve the duul purpose, ag
menme and rem policies. This will be more beneficial 10 e ceonomy sinca the viduuus furees of
increase inincoa will be'set up. 2 L T _ ;

There iz 3 clear proof that per capita income i3 a veryfhoportant direct determnmunt ol domestic
investrnent in housing. Govenunenl must incorporate incaine policy into its housiig policy. Truly, the
level of income directly détermines the level of savings (part of which 15 nvestible funds) avatlable fo
jnvestnient projects in un cuonomy, It {5 misleading fur the National Housing Policy to emphusise
mabilisation ol suvinga without addressing the fundurnental problem of low warker's pay iu the
economy. Even ot the unsettled new minimn wage of N75000M0 monthly, ne public sarvant wili be
ahla to save ajough 10 build hiv own modest house, ‘when rentx atone pulp 60 pur cent_af an'average
worker's earnians! Policies sinwd wt increasing per capita income and improving ncouie distribunon
will drustically | =d 10 increase i housing investment. Wi e e [ g R

Income palicy 15 also the most sustainable in kringing aboul continuous growth m houaing
©inyesunent. This iy because of the viruous cyele which increase in income per capita and equitable
lcotne diatribulion will brinp. Far sxaniple, lnereused income will lead o inctensed wavings, Jeading to
hiphar investnent activitivs (in housing and ather secturs), leading o fumher ncicuss in ineome,
savinps and investment, - " ' ; C ' ' '

Az incomc policy i pursued, it is necvwiary o manape the rate of intezest in the econvaly ina way that
will muke lonp ferm investment profitable. In x derepulated economy, huwever, it 15 e murket forees
that should delermine price in all sectos, including money and capital markats. Meveithelesy, the
Cenunl Bunk xtill has a role in the conuol of moncy supply’and deteamnination’ of prime rates on which
hinge the matke! rales of interest, Allowing for svailubility of funds in morlgaps iNSUMLIGHS, ul over 20
par ceul inlerest ratos, thera iz baund 1o be diversion of {oans 1o shol-term inveasmment pppurlunitics in
order Tor the burrowers to xervics the loans. Thercfore, tha Cential Bunk shanld manage the monctary
variables witliiz iis control to cnsure stable buterest that will make long-lerm investiaent atbuctive.

! Althougl there sre laundable goals on the pravision of fuwel infrastructures to encuurape miral
housing development, little have been achivved thig direction. Hmmii-sg policy that will avalve
snstainable housing develapment raquiras suppurtivz policins such as rurl nfrastrucnural, vioplayment
and incoine policies. Thets is need for siting of yovernmant core comnpuniva i the futal wicus i 3z (o
generate linkoge effccts in pmployient und incume generation o such areas with attainble posinive
elfects un housing needs and investment in the neiphbourhcad. Also, povermment-owned mortgage
instiluliung ghould pive concessions Lo rural cuxtomers in their loan schemes, [0 3l diese, tiere is need
for effective information disseminution on the housing Wcsntises and eppormmtivs offered by the
gavernment and its dgEACIes Using media (such as radio} that are uccessible both 10 the sl amd ebae
dwellers. : '

5.4 CONCLUSION _
Housing investrment is an activity that 1s very respunsive to coOnoMmic principles ol imveshmen:,
The privat setor wnvestons <an adequalely undertuke houxing invesunent if cconomic incennves we



