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NIGERIA - PRE-INVES!MENT SURVEY

A,I.D. HOUSING INVESTMENT GUARANTY PROG~~

CONCLUSIONS AND RECOMMENDATIONS
(As presented to the GON Ministry of Economic Development and Reconstruction
and Ministry of Finance, the U.S. Ambassador and the USAID Mission.)

L Government Housing Development Instit~ions

Each state now has its own housing authority with jurisdiction over land,

land planning and development, housing design and construction and estate

managemento All but two state authorities haw~ had considerable experience in

developing and managing housing estates either as they are now constituted or as

an outgrowth of previous regional organizations. Southeastern and Rivers S~ates

have just established new authorities (corporations). With these exceptions,

the housing authorities have the experience, staff and capabilities to undertake

an enlarged housing program,

2. Private Housi~~yeloEmentOr~nizati~~

Private initiative and financing in housing have been largely limited to

middle and high cost housing, generally for rental purposes. There are at present

no known private organizations invoived in develoEing low cost housing for home

ownership.

Long-term mortgage financing is relatively new. Federal and State Governments

have schemes to finance housing for civil servants. All of the experienced housing

authorities have managed estates and rental properties. Only three of the

authorities have had experience in mortgage financing. Of these, two had

developed significant savings programs. ~~ie~e with mobilizing private
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savings and lo~-term mort~~ financing has been limited and localizedo A

national savings and mortga~~tem is needed both for ongoing housin.8_.finance,

and an A.I.D. Housing Igyestment Guaranty PEogram.

4. Private Housing Finance

Commercial bank loans are generally available for short terms to finance

middle and high cost rental housing. The only private savings and mortgage

financing organization is the Nigeria Building Society" The ~~~general1:z

serves the middle inc~ grou~d as yet does not finance low cost housin.s...:.

NBS and some of the housing authorities mobilize some capital from private

sector through savings programs. However. almost all of the capital for medium~

and low-cost housing finance comes from the government in the form ot S,Esnts or loans,

6. ~or!g, ge Terms

Terms have been a limiting factor in developing finance. Subsidized interest

rates for civil servants and some employees of private industries range from

1-1/2 per cent to 6 per cento The market rate on private long-term mortgages is

8~1/2 to 10 per cent with downpayments of 20 per cent to 30 per cent, without

employer guaranties 0 Amortization periods generally do not exceed 15 years "

The Housing In~tment Gu~nty Program interest rate of~-1/2 per cent to 9-1/2

~r cent for 20 ye~rs c£!!!Eares favorably with the local private long-term mortgage

market"
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7. Land Availabilit;l

Land for development purposes is generally under the control or acquirable

by the State Governments, All of the housing authorities visited either already

had or were acquiring jurisdiction over well located and satisfactory sites for

housing, La~~~~~~la£l~_forho~si£~_is m~E~_tha~des~~te t~~~~~~~~~~_£~l~

housing pro:eo~~_under.J:!:!~_A,Io~-1!~~si££...!~yestmentGuarantl~!2.&E~!!'_2!!~_£!l~

2ngoi£~_E!£sram~!-!!:!~_~ut!l2Eflie~

8, Land2.1an~in~~nd£~ntE2.!2

Each state has well established town planning requirements and standards

Housing authorlties have the capabilities to adequately plan and layout housing

estates. flans, controls an~skil1s are: adesuate to assur~l!_des!.gn~~~~niti~~

and_l~~-E~~~_£E~l~ct!~£_ofre~iden~iaLEroE~tieso,

90 Serv.!Ees_

Housing sites available to housing authoritIes generally have road access

and wa~er and electricIty readily available. Satisfactory sewage disposal systems

can be installed in the new residential areas, Other services are generally

available. Reasonable standards of services are available to a8su!.!:._com~unill

develoE££l..z.~ai~~~E~_~!!~~~~.:..

10, Build~Indust.E1

The industry is well organized fJr heavy and large construction; however,

because of low level of medium-and low-cost housing construction the house-building

industry has not been well developedo The trade skills exist, as well as the
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organizational abilities, among the smaller contractors, A continuing flow of

housing construction work could help to maintain building organizations and

to produce housin~~!}~_!hL~.:'..!.J2,Ho~!!!!:.8 Investment Guarant~ Pro~m an~the

I
I

Because of the war many of the local bUllding materials industries were

diverted or shut down. Most of these are being reactivat.ed and are getting back

into normal productiono Most serious shortage is cement which now sells at

I

premium prices with varying availabilitYe Roofing mat.erials are also often

I in short supply, l!_!~.l._!!S!~ever. anticipated that ~ the time a Housi~!!ves!!!!~

Q~~~!L.PrS!.8!~_.£S!~!~~!.~!!.2!~ti~. more of the building materials

I 12

I
Housing c.onstructlon costs have increased since before the war, Major

reasons have be:en the scarcity and higheT price of materials and s--:>me increases

I in labor costSe ~it!:_of_!!!~ed_~.E.~_.!.L.ts~till£2ssible in most areas

to build s~.E.isf~!y low-cost housi!!:~~!E!!~he Ilmi!~ of the A, loDe Hous!!!.8

I
I

~s~~1

I
I
I

Even before the war there was a high market demand .til urban areas for low-cost

housing and home ownership. During the war the slowdown of housing construction
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Destruction 1n the war areas has further added to

the backlogo In the meantime normal population growth and urban mlgrat1.0n have

intensified the need and demand, Under these circumstances there is undou~i~~lY

authorities.

14. General Conclusion

It is the judgment of the Joint Nigeria/A.I D Housing Survey Team that a

Housing Investment Guaranty Program to f1.nance low-cost housing, promote savings

and provide hom~ ownership is both feasible and workable in Nigeria. There are

many details and problems that need to be worked out However, we feel that it

We estimate that durlng the ~i~£!lan DE~£loE~en!-flag (fiscal years 1971

through 1974) approximately 6.600 low-cost housing units could be planned,

constructed and sold 1.11 12 states by th~ respective housing authorities The

average A.I.D. guarantied loans per hOUSt would be about bN2.000 (U.S $5.600).

Guarantied Loan Funds Required. and Table D - Organization Structure.)

The foregoing conclUSions are, a summary of thE findings of the Joint Nigerla/

Ao LD. Survey Team and wi 11 be more fully expla ined and supported in their £ina 1

BEST AVAILABLE COpy



- vi -

report. However, on the basis of these conclusions, the survey team recr~lImends

that this £r~!am b~-8.!ven serious consideration, develo~d and coordinated with

the housin~~r of-!!l~!i~ti~.!-.Q~lo£m€ntPlan,

16. Action Steps

If the Federal Government of Nigeria feels that in principle this program

is feasible and workable and warrants further detailed discussion aimed toward

its implementation. the following action steps should be taken:

a. Notify the Director of USAID!Nigeria and request that up to l=:.N14,OOO,000

(approximately U. S. $40,000.000) of the A, 1. D. HOUSing Investment Guaranty Authority

be reserved pending further investigation, preparation of agreements and the

development of the implementation plan, (This would not be a commitment to the

program by either the Fed;:ral Government of Nigeria or A,LD. -~ merely an

indication of interest and intent.)

b. Review the report of the Joint Nigeria/A. 1. D. Survey Team when available.

c. Discuss with the officia Ls of the respective State Governments and Housing

Authorities their interest in participating and ways and means for implementation.,

d. Request, through USAID/Nigeria, that A, LD, provide short'~t€rm specialists

(at no cost to the Government of Nigeria) to advise and assist with: the preparation

of the Guaranty Agreements and admini.stration and operation; the structuring and

establishment of a national savings and mortgage financing system; and the

preparation of specific project proposals by the Housing Authorities of the

respective states,
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Respectfully submitted:

F oA oJ. Alufohai} Co"Chairman

J. David McVoy. Co-Chairman

E, 0 0 Esan

Harold Tepper

Anthony Ebikeme

George Behymer
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I. Introduction

A. Purpose of Pre-Investment Surv~

At the invitation of the Government of Nigeria, the A. L D. Office of

Housing provided a team of housing specialists to make a broad survey of the

potential for the use of the A. LDe Housing Investment Guaranty Program for

application to the unique conditions of Nigeria. The basic purpose of the survey

was:

To identify local public and private housing institutions and examine

their interest and capability in utilizing external housing finance;

- To make an assessment of the local building industry and examine its

capacity to plan and construct housing projects;

- To exam1ne the housing market and identify the needs) demands and

economic feasibility of housing under the criteria of the Housing

Investment Guaranty Program;

- To propose. if feasible, a program and system whereby the Housing

Investment Guaranty Program could be utilized as an integral part of

the country housing construction and finance program

B. The §..!:!!.~Team...l.. ComE.?sition and Methods_of Operations

Due to the foresight of the Government of Nigeria and the USAID Mission,

the team was truly b llateral -~, three Nigerians and three U, S. The team was joIntly

led by Friday Alufohai and David McVoy, who together guided the study, It was

divided into subgroups: Supo Esan and George Behymer on housing finance; Anthony

Ebikeme and Harold Tepper on home building industry; and Friday Alufohai and

David McVoy on housing institutions- Leon Bischoff of USAID/Nigeria provided

logistic and administrative support to the team.
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During the first week the team planned their approach and itinerary

and visited government and private institut Lons in the Lagos area· The second w€I'i:'k

the team traveled to Ibadan (Hestern State) and Benin City (Mid-Hestern State).

The third week the team separated with Friday Alufohai, Harold Tepper and Leon

Bischoff going to Kaduna and Kana (Northern State) wl'lLle Supo Esan, A.thony Ebikeme,

George Behymer and David McVoy going to CaHbar (South EastE.rn State), Por t Harcourt

(Rivers State) and Enugu (East Central State).

The finalwe~k was spent conso Udat ing informat ion. drafting sect Ions

of the report~ evaluating findings, arriving at cCHlclusions and rEcommendations

and reporting to the Government of Nigeria and U.S. officials

C. §cope of the AS~!

Soon a her beginning the study, the ttam fu11y rt=-:a 1ized thE' broad scope

of the undertaking. It was found that in the twelve new states of Nigerla there

were a variety of government and non~government operations df:::allng directly and

indirectly with town planning. hOUSIng, housmg flnance and building The time

available permitted a broad panoramicVlet..r of the existLng situation, as opposed

to a detailf::d exhaustive in-depth study. Trying to cope WIth the vastntss of the

country and the dispersed housing programs. the teams attempted to make a broad

coverage of the entire country to give a general picture of the situatIon, condItions,

institutions and potential~

Do Disruption_of-!he W~

From 1967 until early 1970 Nigeria was engaged in the turmoil of an

internal war. During this pEriod much of thE: normal housing acti.vities and
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programs were suspended along wlth the orderly gathering and dissemination of

statistical and other information, The subdivision of Nigeria into 12 new states

required th~ reorganization of mony existing institutions and the establishment

of new housing institutions, Much of this did not get underway until after the

war had ceased. The team found a great absence of reliable information pertinent

to the study. Nevertheless thE:' t12am did find what it felt to be sufficient evidence

of institutional capabil tty> building industry vitality and housing neE-ds to

substantiate its conclusions and r,,'commendations,

II. Hous.!.!!s Planni!!.8 and Construct ion Acti V1.tlE-S

In Nigeria activitles in developing new houslng can generally be

characterized as etther instltutionalized or independent entrepreneural actlvities.

Institutionalized housing development is government sponsored, supported through

various government insti.tuticns and directed prlmarily to middle and lower-·income

groups for both rental and home ownerships Independent entrepreneu~al actIvitIes

are aimed almost excluslvely at bUllding independent rental units for high-income

groups and compound-room rental houslng for middle and low-income groups in which

there is a quick and lucratlve return on invesrment.

A §£~~~g!_~tit~~-- The Federal Government Agencles are concerned

wi th housing for Federal civil servants and othn of flcial housing facilitles. The

State Ministries of Works are usually responsible for hous1.ng for State ClVll

servants. The State Housing Authorities are concerne;d with developing hou!';ing for

middle and lower~income groups, both rental and home ownershtp~ for both clvil
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(This varies from state to state. In some states

the housing authority may be delegated the full authority for civil servant housing!

1. Federal Ministrl of Works and Housing -- The Federal Ministry, with

regard to housing, is involved in the management and maintenance of housing for

Federal employees and other Federal housing facilities in Lagos and the ~arious

states. During the Second ~ational Development Plan, h6l7,OOO ($1,846,000) is

ctllocated for staff housing in Lagos for permanent and transit employees.

2. State Housin~uthoriti~~-- In general, state housing corporations

and authorities have jurisdiction over thi:: acquisition of land, land plann~ng and

development, housing design and construction, rental and mortgage financing and

estate (Housing Project) management. State housing corporations and develo?ment

authorities can perform many functions. The more general are;

Development. construction and management of housing estates.

They may also act as agent for the State, e.g., as in the collection of rents on

low income schemes by the Lagos Executive Development Board (LEDB);

Construct, own and maintain bULldLngs used for the performanL~

of the functions of the corporation;

Acquire. construct, maintain works, plane and equipment nec(:'ssar

to provide water and ocher services connected with a housing estate;

Provide roads, bridges, drains and sewers and maintenance on

Estates or buildings owned by the corporation;

Contract for or carry out construction and supervision of

housing estates; and

Make advances of money on the security of land and improvemE.nts,
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a. Northern States (Kano. North Eastern. North Central, North Western.
Kwara and Benue Plateau. These new states emerged from a subdivision
of the former Northern Region,)
(1) The New Nigeria Development Company (Properties) Ltd.(NNDC) is

a subsidiary of the New Nigeria Development Company, Ltd. It is located in Kaduna.

North Central State. The NNDC (Properties) is owned by the six northern states

(Kwara, North Western, North Central. Kano, North Eastern and Benue Plateau) which

comprise an area approximately three-fourths the total area and contain about

30,000,000 of the estimated 65,000,000 population of N1geria. The NNDC engages

in industrial, transport and agricultural enterprlses. NNDC (Properties) acts as thf

housing corporation for the six states and has extensive real estate investments,

principally in housing. The NNDC (Properties) manages about 850 rental unlts,

350 rental units are under construction at Sokoto, and laO-cost housing units are

under construction at Kaballa, At the present tlme NNDC (Properties) has land

available in Kaduna only which includes the two sltes which were consldered for the

Brezina project in 1965 for approximately l,~OO units. However, it was stated

that land could be requested from the states for housing schemes and that tht state

procedures for obtaining the land were-direct and qUlckly accomplished.

Two model houses were vlsited which were bUllt by NNDC(P) for

a 20-unit sales scheme about two years ago, Costs were less than ~N3.000. includl'ig

land. These models have been sold and furr:her sales development has been stopped.

NNDC(P) has recently recelved bids for 64 tW0 and three-bedroom units to be bUllt

at Sokoto at a cost of bN9l,OOO or an average cost of bNl,400 per unit excluding land

The General Manager of NNDC(F) has submitted plans to NNDC

for conducting a joint marketing survey and a site-and-service land development.

proposal has also been submitted to the NNDC for approval,
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Officials of NNDC(P) expressed exceptional interEst 10 the

Housing Investment Guaranty Program, and the team feels that the c"pabllity exists

for both the sale (or lease purchase) of developed lots on which owners would build,

and for development of for-sale h1mslng estateso The North Central State Development

Plan calls for an expenditure of L470,OOO ($1,330,000) over the four-year period

1970 - 1974 for low-cost houses for "junior workErs" in Kaduna, Zariz and Funtua.

Budget figures for other states served by NNDC are not available.

(2) The Kano Hetropolitan Development Board (KNDB) was established in 190 u

The functions of the Board are similar to development functions of a state housing

corporation and design and construction functions of a Minlstry of ~vorks. The Board

has authority to borrow funds. At the present tlme the Board is engaged 1n

administering rental projects only. The Board's primary area of interest has been

in support of the Kano State Home Ownership Scheme which provides housing at

subsidized interest rates for state employees. Currently the KHDB has bids out for

198 units Board officials stated that no decision had yet been made as to whet:,er

these ','ould be sale or rental unitso The Board has requested 400 acres Qf farmland

from the State Government for development- Developed plots would be allocated to

those who could construct their own houses to Board standards. The Board did not

have a savings scheme, but officials expressed interest in a savings and loan-typf:

operation.

b. Western State -- The Western Nigeria Housin~£!E£!~!ioEwas

established in 1958 for the purpose of acquiring land to be developed for industrial

estates and residential housing. Industrial and residential housing, both for

rental and home ownership, has been developed in Ibadan. Residential housLng was
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developed in collaboration with the Ikeja Development Authorit~ (Lagos) in

connection with the Ikeja Industrial Area. With the incorporation of Ikeja in the

new Lagos State, the Corporation no longer has development responsibility in the area.

The Corporation has had a savings and mortgage financing scheme for

some years. It is now inactive due to the limitations of the 1969 Banking Decree.

(See Housing Finance Institutions below)"

The Western State Development Plan (1970 . 1974) charges

the Corporation with the execution of two State policies: "To encourage and help

the people of the state to own their own homes in a healthy environment"; and

"To encourage planned location of industries within the State," During the Plan

period the Corporation is expected to extend its hous~ng estate program and industrial

estate development in Akure. Oahogbo, Ibadan and other urban areas iN 725 ,000

($2,052,000) is allocated for the development of "urban areas, industrial and

residential estates, etc,"

c, Lagos 2!~~ .- This newly-established state was creatEd from thE

Federal City of Lagos and a portion of the Western Region, Prior to the

establishment of the new state, the Federal City of Lagos was served by (1) the

L~boS Executive DeveloE.ment Board (LEDB). LEDB was established in 1928 for the

purpose of cleaning up unsanitary living conditions. It evolved into the Town

Planning and Housing Authority for the City of Lagos, Ikeja, a suburb of Lagos "

adjacent to the International Airport, was originally a part of the Western Region;

and (2) the .Ik\~ja Development Authority (ID-iU was established to plan., develop and
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manage the Ikeja Industrial Estate. v.1hile it was a part of the \vestern Region.

the Western Nigeria Housing Corporation provided serVices in planning and building

the housing estates adjacent to the industrial estate. Now a part of Lagos State,

the Auth0rity (IDA) is venturing into its own home ownership housing scheme for

low-income workers. The Government of Lagos State is currently considering the

merger of these two organizations into a single state-wide authority

LEDB has a long history in planning, slum cl€arance and housing

development.. Experience has included. slum clearance, resettlement and redevelopment;

acquisition and development of land for freehold purchase; planning and consr.ructlon

of housing for rental and sale; and a variety of other related urban development

activities. LEDB manages rental housing estates and develops land and butlds

freehold housing for sale. It does not provide long-term mortgage financing This

is available through such agencies as the Government Staff Housing (finance) Sch~m~s

or The Nigeria Building Society (described below).

d. Mid-\.Jestern_§.E.at~ -- Basically unchanged by the state apportiO'1mEcnt

This state merged its former planning authorIty and housing corporation Into the

Bendal Development ~nd Planni~ Authority established as an outgr0wth of The

Midwest Housing Corporation and is headquartered in Benin. The Authority is

primarily concerned with land acquisition and development for industrtal estat€s

and housing estates in the major state urban areas of Benin s Asaba and rapidly growing

Warri. The Authority inherIted a savings and mortgage finance scheme from the former

Midwest Housing Corporation which is now inactive due to the 1969 Banking Decree.
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The State Development Plan (1970- 1974) provides a grant of

hNlOO,000($283,000) to the Authority for development purposes and the prospect of a

bNIOO,000($283.000) loan provided viable projects are developed. The intention

is that the Authority, through its land acquisition and development and housing

development, will become self-sustaining. The Authority is currently developLng

housing estates in Benin and Warri for both rental and home ownership.

e. East Central State (The followLng state is a m,w state result Lng

from the subdivision of the former Eastern Region) .• Thts State 1S served by the

East Central Housing Development AuthontI \Jhtch is headquartered 1n Enugu. It was

established in September 1970. Tt is largely an outgrowth of the pre-war Eastern

Nigecla Housing Corporation w1th essentially the same structure aGd staff.. The

Authority 15 headquartered Ln Enugu wJ.th jurisdiction over houstng, estate planning,

Aevelopment, construction, sale and maintenanc~ in the East Central State. In

addition, the Authorlty is planning to reactlvate the savLngs and loan schem~. to

mobillze savLngs and provide mortgage financlng for the publtc. In addition. the

Allthorlty has the r~sponslbilJ.ty for the administratLon of the African Real Estare

Company with rental property holdings in the former Eastern Region as well as in

Lagos. lne State Development Plan provldes bN150,OOO ($524,000) over and above

operating costs to flnance home owuershtp hOUSIng.

f. South Eastern State .. This new State has only recently established

the South Eastern Housing Corporation headquartered in Calibar. The Corporation

is entrusted with the usual land acquisition, plann1ng and development authorities
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accorded to Nigeria Houslng Authorities. It does not yet. howE-ver, have authorit}'

to establish and operate a savings and mortgage flnance function. Offlcials lntend

to amend the edict establishing the Corporation to provide for thIS. Th~ Authority

has acquired an inltial site of some 280 acres for housing development. The

Corporation is initially supported by the State Government with the objective of

self-sufficiency, Information is not available OIl financing and support from the

State Development Plan. The Corporation is actually trying to recruit technical

personnel on planning. architectural and engine~ring fields.

g, Ri~~rs_~.£~ -- Thl.s ne\,; State has just Establlshed the ~~VE!~_Stat~

Housin~ Corporatio~" At the time of the vlsit. the staff had not been recruited, and

information on support from the State Development Plan was not avallabl~. It was

understood that it was the intention of the State to develop the Corporation with

power for land acquisition, housing planning dod constructIon, and a savwgs

and mortgage financing

the Authority.

The State is recruieing qualified personnEl to staff

B. PnvaE.~_Ho~~~.l:LQ~ve!£Eme!.l-.E·- Pnvate ncn 'publlc hous Lng does noe

make a significant contribution to low-cost houSlng supply Except in r~r.tal h0using.

Pr1vate construction of H lat tve ly few expensive typES or dwelltr,g un1ts '..rb reh Yle ld

high rents as a source of revenue for the owner 1S the general pattern. PrIvate

housing development for home ownership was not evident tn the low-cost or mIddl~

income areas" One private "low cost" rental scheme was v1sited by the tea···. at Kaduna.

It was being built as a private contractor-financed (Costalns) project for rental units

which were administered by the New Nigeria Development Corporation (Prope·rtles) Ltd,

It was not low cost in rents chargEd. and these types of projects are generally

burdened with interest rates as high as 15 per cent, middle-term (10 - IS year)

loans.
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The apparent reason for lack of private housing development is that

there are few financing institutions which support home ownership or a free land

market, Land is allocated by the Government and financing for land development

by private entrepreneurs who are usually small indigenous builders is often not

available, Large expatriate contractors and some few larger indigenous firms

are fully engaged in public works proj~cts where continuity to completion may be

reasoryably expecte~o Also housing programs are generally regarded as somewhat

"poli ::ical" and th~ better organized contractors prefer the public works type

projects. If housing were organized as large publi.c works projects by the

authorities and Ministries, including the allocation of land, definite construction

scheduling of prescribEd numbers of units, handling of sales by the public bodies

and procurement of materials in short supply by the publiC bodies, there would be

an increase of "private" housing development assuming that adequate mortgage

financing were available,

III. Housing Savi~and Finance Institutions

The Central Bank of Nigeria in 1969 issued a decree (Decre€ 1969 Part IV,

S. 2}) whi.ch restrIcted the advertising of any saVings schemes by any institutions

or person other than licensed banks, The decree cov~red every possible hint of

advertising such as newspapers, circulars, signs or information directly or

indirect.ly inviting anyone to depost t money.. The Decree halt.ed the saVings schemes

of each of the housing corporations/authorities covered in this report.
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A. Government lnstitutlons

1. Western Nigeria Housing Cor~ra~-- The Western Nigeria Housing

Corporation has a savings scheme From January 31, 1967 to January 31. 1970

(latest figures available), the number of indivIdual accounts grew from 550 to

over 3,000 with deposIts from 1N77,500 ($219,325) to bN375.400 ($1.062,000).

Mortgage loans number about 1,200 wIth balances outstandIng of approximately

bN2,OOO,000 ($5,660,000). The Corporat1.on has constructed about 400 homes-

2, ~~el_DeY~.!£Ement and Plannin~ Authoriti' u The Bendel Devtlopment

and Planning Authority through merger, absorbed the savings and mortgage l~nding

scheme of the Hidwest Housing Corporat.ion Th~ last deposits receIved under the

savings ~cheme were in July 1964. Present balance is approximately bNlO.OOO

($28,300) held by 300 depositors. Mortgage loans number 114 still outstallding

with unpaid balances of bNl)l.OOO ($327,330) The scheme is prestntly InactIve

p~nding an appeal on the Banking Decre~ of 1969,

and loan system was started under the former Eastern NigerIa Housing Corporation

The war apparently WIpEd out the saVIngs ass~ts leaving the loan obllgatLons WhICh

are being met by a large percentage of the borrowers. Much of the mortgagEd

property is located in the River State and IS not aCCESSIble to the Ibos now

living in the East Central State. A se-tt lemE::'nt commission has been establlSht"d

for the purpose of certifying Qwnership and compensatIng for losses- In ItS

early years the savings and loan program grew signlficantly, From Apr:L1 1964,

savings grew from ~N3l4 (about $900) to bN185 000 (about $525,000) while fixed

deposits grew from hN822 (about $2,325) to bN52,OOO (about $147,000), Mortgage
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balance in <January 1970 was I:.N357 ~OOO (about $1.000,000). I~: spite of the

savings losses during the war, thE'- n.=:.w Authority 1.S trying to revive the program,

4. Civil Servant Housin~ Sch~

a Fed€ral Ci.vil Servant Hous.!Qg_~cheme-- This scheme was

developed some thirty years ago to provide houses for Federal civil servants only.

Over these years somt: SOO houses have been constructed and are

located nationwide, Thirty houses are currently under construction The amount

of loans may not exceed hve times annual income with a ceiling of bN6,OOO.

Length of the loan is usually 15 years; however It must mature in the year the

borrower reaches age 55 The current loan rate is 5 per cent.

b Sta~~l1 Ser~nt Housing Sche!!!~ -- It is understood that

many states have hous Ing fluanc1ng schemes s iml1ar to the Federal Scheme c'

B. Private InStItutions

L Nigena Bu l1ding Soc lety_~ill was established in DecembEr 1956, It

has functioned primarily in the Lagos area The purposes of the Society are: to

lend mooEy on land, bul1dlOgS, any improveme1ts to t.:xisting projects, and to managE

and own bui ldings" Also to t'f1gage In the sa 1<:, • lease or exchange of land. improved

property or any othEr propErty whethEr real or personal.

The SOClE·ty was granted exclUSIon from the 1969 Banking Decree;

however, the ~entral Bank does control thE' rate paid on savings schemE:- and the rates

to be charged on mortgage loans., Currently the savings deposits are credited at

a rate of 4 per cent per annum. and 4·1/2 pE-r cent on a Target (fIxed amount

deposited each month) scheme. Rates 00 conventlonal mortgage loans are 8-1/2 per cent
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on owner-occup LE~d and 10 per cent. on i ncomE:·producing properties, computed annua lly,

Share capItal of :l:.Nl,625,OOO ($1,763,750) is held by Commom"ealth

Developm~nt Corporation (64 per cent). Central Bank (29 per cent). and Eastern

Region Government. (6 per cent.). (The st.ock ot the formE:'r East~rn Reg~on Government

has been frozen by Government DecrEe.)

OffiCErs of the SOCiety stated that the Government definuely

plans to become a majority stockholder· This ~s turther widened by follOWing which

is quoted from the Sec,'nd National Development Plan 1970 . 1974 .. "The Federal

Government will participate more eff~ctively in the manag~ment of the Nigerian

Building Society, whosE activities Will be Expanded during the Plan perlod The

I
sum of LNO.7 milllon (about $2 million) has been allocated for thlS purpose

as Federal Government's contrIbutIon to the poriJos~'d reorganization and expc"nsion ..

I
The Soci~tyjs actlvitl~S WIll b~ ~xtE:oded to all parts of the Fea~ration in the

same way as th~ Nigerian Staft HOUSIng SchEm~ has been directed to extend Its 10ao

facilLties to enabl~ Federal OffLclals to bUild or purchase houses in any placp

of thelr choice in the FedEration"

The Society at pres~nt is very lLqu~d and has maintain~d a high

, degree of lIquidity over th~ last two years. ThiS is due Ln part to the rather

I
I

str ict requ~rement of a 30 per cent downpaymt"nt for a conveltt iona 1 mor tgage loan;

the interruption of housing construction due to the Civil War, and thE unprec~deot

growth in savings from the private sector, In the year 1970 the iucrease was over

i:.N800.000 ($2~264.000) and projections for 1971 indicate a sizeable increase over

the 1970 figure.
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2 Commtrc~al Banks -- With few exceptions~ commercial banks art: not

in the mortgage fInance business They do make short-term loans (up to 5 years)

to finance rental propertles and provide construction financ~ng. ThlS does

provide a financing resource for upper income housing. It does not. however,

give any promise of being a resource for long-term mortgage financing.

C. Mortga~e Finance Practices

L !:1£rt~8e Terms u The Nigerian Building Society wLll make a mortgage

loan with a ') per cent downpayrnent if that loan IS guarantie.d by the employer of

the borrower. Conventlonal mortgage plan requires a 10 pif;::r cent downpayml:'nL

rt':'qulre the loan r.o retire III ttll:: year in WhlCb t.ht: borrower reacrlt:-s age 55

General practice is to lim1.t the t~rm of loans to 15 years WIth

2. fredi t _E;~lu~.!:.LOn Procedure s .. Bende'l Dt:-ve lopment and Plannlng

Authortty have develop~d and tollowed a very sound underwriting prOCEdurE'. The

steps are:

However thE hOUSIng corporatLons gpnerallya llmited oumb~r mad~ for 20 years

Interest rates range trom 6 pEr cent to over 9 per cent per

annum. The insurance companies are currently makLng loans available to their

employees only at a rate of 6 per cenC The WestfOrn Nigerian Housing Corporation

is charg1.og 7-1/2 per cent per annum, computEd ann-.lally.. ThE:' NlgErian BuildIng

Society current rates are 8-1/2 per efnt to 10 per cent computed annually

a Borrowers must submit a detailed credLt appl1.cat.ion

b, Cr~dit applLcation is rEviewed to determIne credit worthiness,

c. Employment is verdted WIth Signed statement from employer.

followed by a telephone call to tht:' officer SIgning the statement to assure

authenticity BEST AVAILABLE COpy
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d Signkd scetement from bank official detatilng applicants

credit history must be forwarded directly from the bank to the Authorlty

e. InvestIgation is made ot oth",'r banks to determine if the

potential borrower has fully dIsclosed his obligations.

f Self-employed:

(1) all of tht: abovf: st~ps an, follOWEd,

(2) dEtailed financial statements r~qulred; and

(3) staff member actually observ~s th~ appllcant's operation

to detl'-rmioe accuracy ot his 2arnlngs statement

The former Eastern Nigerian SaVings and L'an fol.lowt:,d very

closely the above procedure HOWEver, the Western NigerIan Housing CorporatIon

was not as thorough 10 their credit investigation

J De.!.Ylq~!2nc1_1th!.£,o;:~!!!££th..£.~E_!!!££f~.!.g_§!g~.~,!~1 _.. Western Nigeria

HOl1s1.ng Corporation reporttd that 10 per cent of number of loan accounts wt:r€

d~linquent excluding CiVil servanf accounts, (CollectIons of CIVil servant

accounts can be made by a Simple request to the respective ministries

Withholds the mortgage loan paym~nt from salary )

The Ministry

4 Fo!.£cl£2.ur~·· ForEclosure proceedings arE:: time consuming and arE

regarded as low priority it~ms on the court schedule

require seven to nine months to consummau,

Proceedings without protest

The failure to perform to the conditions of a lease can nEcessita~e

sevE':ral monUlS of delay if thE' has.,:,:,' obtains injunctIve re1102 t which is a rather

common practice
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5. Overhead and Administrative Costs -- The Western Nigerian Housing

Corporation requires a margin above the cost of advances to them of 2-]/2 per cent

to cover the mortgage loan operatlon. East Central Housing Development Authority

reported a one pe~ cent spread to be adequate.

Some of the housing authoritles maintain relatively large staffs for both

p'3nning, design and construction and mortgage lending operations, Although not

justified on basis of current business, thi~ is in anticipation of expansion.

Since operations are overlapping, it was difficult to ascertain an allocated cost

of mortgage finance administratlon.

Authorities currently engaged In planning and construction maintain a

full staff. Some have been dormant to semi-active for over two years while

pursuing only llmited a~tivities.

D. Tnsurance

Insurance companies in Nigeria are licensed by the Government but are

not subject (0 zovernment audit or regulatory controls. They are requl.red to

separate premiums collected on l1fE policl.€s from the general business premiums.

This is to assure prompt settlement of death claims Ll.fe policy revenues are

generally inVEsted in Government Treasury bills and bonds. Companies havL complete

discretion as to how they invest the revenues produced from chpir general lines of

insurance.

The indigenous general composite (multi-line, i.e., fire, marine,

liability, etc.) companies are making mortgage loans of a very limited number.

These home mortgage loans are available to preferred employees or brokers who

produced business for the company, The interest rates are usually more favorable
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than current market rates. CurrEnt rates charged are 6 per cent to empl,yt:~b dl1d

6-1/2 per cent to th~ brokers

Most companies offer fire and additional perils coverage

retain 10 ptr cent of the rIsk on policies with coverage exceedIng ~N25.000

(about $7a,000). The remainIr.3 balance is reinsured with other insurance companIes.

SiX firms presently offer a mortgage life coverage on a declInIng

balance, ApprOXImate rates aSSUffilnQ 2 mortgagor age 40 In good health WIth

n ~N2 000 (~5.660) mortgage loan at 9 per cent inter0St for a IS-year term would

be bNl/14 (about $40) per month for 14~ montlls. Using the same condItIons for fIre

coverage on a standard rIsk. the annual premium would be approximattiv ~N7/10

(about $21), (Hith additlonal perlls coverage. thE: annual premium would be

bNIO/5 (about $29).

IV. La!2~_~~~2:~it.~£_,_f.~ancl1n~and Devel~E~!:~~

A. Ac q~ll S.!!i.~~

Tilf' communitv (tribal) concfpt of land Olllnership has pr.,-vaLled for

many generattons WIth ev~ry memb~r at th~ community ~ntitied to use of th~ land.

Today. ther~ are two [fPfS ot tltl~s to Land -- l~as€hold and freehold The

leasehold and frp~hold tItles must be surveYEd to establish a basls for validity.

Titles must bE: advertised In the OEi.... spap€r 10 thE appropriat~ village or township

after which thE' dEed may bE n:gist€red if no contestIng lit1gation arISEc-S The

fact that a State MinIstry registers thE deEd does not Infer clear title ~ut presumes

land ownershIp In the absence of other claimants.

Long-term leases generally for 99 yEars are preferred by the mortgage

institutIons. as permiSSion for any change affecting the lease or dwelling must first
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be approved by tbp appropriate State MinIstry Thl2-refor€. the lending in·

stitutlon is b~tter protected againSt liens. sEcond trusts structural al·

ternations, etc. wtnch could impair thE: validity of the leasE', Land co:,'~

trol IS well tstablishEd bet\,f€€U GovernmE"t and Rousieg Authorities, ThE

Government consigns frEEhold to the hOUSIng corporations \\lith the housing

corporations generally leasing tht:. grou~d (0 the IndiVidual bUilding hiS

home.

The procedure uSt:d in acquiring land is VE-rv slml.lar With each

of the hOUSing auth~rltles/corporatLons covered In thLs report:

trli;!l. comm~rclaL instituLional and resldt:ntlaL

The Housing Authority may acqUire directly or request thelr res~

PE::'ctIv~ State Governments to acquire the land, The State Governments ac

qUIre by rlght of Eml.nent domain and establish the compensatl.on co be pai-d

5 A phySical surv~y is completed d~Plctl~g t~t: US~ and plot

designatlons DeStgnatlons of plots correspond WIth the planniog schem~

6 Scheme LS advt::rtlsed. rt'ilectlIlg all detaIls (l.f- • surVEy

descriptions, EtC). g~nt:rally in tbt' nf,wspdp..,rs togt:ther With SIgns posted

on thE:' s itt:

S(~pS:

1- HOUSing authority prEpares a feasibility report to det~r

mine the Viability of the proposed scheme.

2, Requt:'st IS made to Stat£:: Gi)Vf rnmt,nt to acquire the land wht:re

th~ Corporation does possess thiS pow~r

3 Area is surv~Yed and IFvels determined

Chlet archllt:'ct dt:Vt-lops oVfcrall land uSES suer, as l.ndus-4

I
I
I
I
I

~~t

1
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property O\"ners The OWnEr 1S reservtd tht r1ght ot appeal to thf courts

1n case ot disput~ in th~ amount at compensation

thE matter of comptnsat10~ is floal

The Court's dec1sLon on

B- ~la~!~_~~~--!?~ve 102~~~1.!.

Most housing a.lthorltu-s havt: the staft and capabLlitles to

prepare overall d~velopm~nt plans ior hOUSing ~states- Such dev£'lopmf:nt

plans are subject to the tm"n planrllng rE:gulat Lons at the glVE::n locale

OnCE: tile state has ftltd right-ot-f:minent domain. tho:· land is assumt-d to

be' acquirted, and th£' hOUSing autr.oritv may begIn dE:velopment Court

proc£€diogs on cllmpUlsation may t-xtt-nd ovt:r a perlod of years during \,;hiCh

time the land may be developed and lots l~as~d or sold

Usually pUbllC authoritIES, Ministry of Works and Houslng

Electricity Corporation ot Nigeria (EeN). etC. are rEsponslble tor land

surve/Ing dnd regIstration. \.;ater and ellt:ctrlcit,: supply and dlstributlon

and acc€:ss dod penmt ter roads and dralnagt: HOUSing allthorltles are

usuall\' rt:spOtlSiblt: tor It,t C~)Lstru(tlOrl ;It IntErnal roads and draInagE.

S€\'liage ('(lliE'ct ion ,H:d d lsposa I

strucLion dod leaSE or sdlt

salE' or IEt1St· 01 lots arod hOUSIng c;)n·

Ii, S{lmt caSES ttlt:Sf' mav b .., turnt:d oVt:r to

muniCipal councIls for thEir maintenar,ce and op.. ratlCHl.

C"mmuni ty lacd it It- s such as schools StlOpS. playgrounds

may be either publicly or prLvately constructEd and financed. In some

caSts. the housing authority may plan and ~uIld these facUities



c. Public Utilities and Services

The Electricl-ty Corporation of Nigeria (ECN) is a Federal

Government-owned and operated utility ECN plans and ins calls all ~:lec~

trical distribution syste'ms. sets ratE,s and makes call ~ctionso Water

supply and distribution systems are planned~ owned and operated by the

resptctive State Ministry of Works or municipality Water rates generally

cover thE:. cost of water supply and municipal services such as road and

drainage maIntenance. garbage collectIon and other municipal services-

Water may be either mEt~r€d on a bulk basis for a given houslng estat~

with costs pro-rated or by lndlvldual horne meters depending on the 10-

calHy, In some cases the housl-ng authOrlty may purchase water In bulk

and apply and collect watEr rates wlttlin the hOUSIng estate.

Land and development costs vary greatly. Since the end of

the war not much land acqulsitlon and development has taken place, so cur-

rEnt cost informatl.on lS scarce· H1ghest cost is in the Lagos metropoll--

tan area wherE:: land 1S VEry scarce and ofter: has to De partlally reclaimed

from swampy arEas Best current est1mates of developed land costs show

that a 4,000 square toot lot tor freehold purchase is around N~l.OOO

($2,800) which includes cose of land. wat.er and elEctricity supply, roads

and dralnag~ but exclud1ng sewage disposal. (0£ chis, 85 percent is for

land costs and IS percent for land devPlopment,)

In othE:'r mdjor urban areas, where lE.asehold is a more common

practice, developed land IS much cheaper in the case of leasehold lets.

the cost of land acquisitl.on is amortized over a long period and the land
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lcas(:d Jl1 long term (usually 99 yE'ars) at a very nom~nal ground rent t..rhtch
i
I is so small as to be a negligible cost Thi.s, in a sense, const~tutes a

I
government subsidy to the land lease. Capital costs of water supply and

electricity are usually f~nanced by the gov~rnment agenc1es and theoretlc-

ally amortized through wat~r and electrICIty rates Other site Improve-

ments such as roads and drainage. s(:wage collectIon and disposal. etc t

may be included 1n the cost of the hOUSIng and amort1zed through mort-

gage payments. Such site Lmprov~m~ntst dep~ndLng on the location and

standards applied. vary from ~NISO ($320) to ~N300 (5640) for a 4,000

square foot lot

A. Professlonal Personnel Standards and AssocLations ·-The construc-
'"'"' ..__._------------------------

tlon industry (including homE bU1ldlog) is well structurEd. Th~r€ are

planning-board type responsibilities v~5ted LO federal, State or metro'

politan ar~a instItutions for both industrial and residential construe·

tion There is a Ntgerlan InstttutE of Tc'w:, Planners Each state vislted

had a bUilding cod~ (bv-laws) based on a Federal bUllding cod€ model,

and there 1S a standing code committ~e at MLnlstry l~vel

There is a Niger1an institute of Archit~cts With the usual cond1-

tions of proft'ssional services well statt:d and a publishEd Code of Pro'

fessional Conduct

There is a Federat10n of BU1lding and Civll Engineering Contractors

(similar to the ASSOCIation of General Contractors in the U.S.) which pub-
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However, they do coordinate their common interest through

a contractors' commLttee of the Chamber of Commerce in Lagos,

Then, is a list of contractors published by the Federal Government.

which ratE.S contractors according to their proven ability to carry out

projects of certain Slzes, measured on Nlgerlan pound costo

B Planni!!,B, Desl~Architectural and E~ineerl!!.B Servl:ce.~

The Federal and State Ministires of Works and/or HOUSIng

AuthorIties plan, deslgn. and construct almost all housing built in th~

country They are in most cases responsIble, through their Chief ArchItects,

for SUpE.rVISIOn and inspectIon, and maintaIn staffs of ReSIdent TechnIcal

Officers (RTO's) who are trained and accredited in accordance with estab

lLshed technIcal qualiflcations" In some cases, the State Minlstrles of

Works have a staff capabiltty to undertake hOUSE: constructIon under thE

directIOn of thE:lr own staffs, and most housing authoritIes are responsL>

bie for community services such as street maintenancE ar,d trash removal,

CompetitlVf- bldding practIces art:: Slmtlar to those to the

U, S as (0 form, i € • ad'len IS ing for tenders analysis ot bIds, awards.

etc. However. there IS one significant dlfferEnce BId unt t breakdow'n

for a large housIng £-state may be for as iEW as t.En houses" Awards may

ofLen be made to these smalltr bIdders tn ,nder to provide expE'"ri.€nce and

opportunity for development ~xpanSlon of an 1ndigenous constructIon Lndu3

try. Although thIS may not app~ar ~conomi.cal it was stated that the

resulting competition among small bU.llders improves theIr performance,

Whil", at thE:' same tIme a broadEr-based indi.genous construction Industry
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is being created.

D, Construction Materials and Practices

Some Ministries may furnish construction materials for con

tractors, particularly those in short supply such as cement. in which there

is a thriving black market. The availability of sand and concrete asbestos

roofing sheets LS often uncertain, and shortages delay projects,

Low-rise or separate housing units arE generally bUllt on

concrete foundat10ns with slab or grade. sandcrete block Exterior walls

with interior block partitions and cement asbestos roofing sheetso Plumbing

lines are cut in walls and plastered over, and electrical wiring is exposed

with clip fastenings. Multi-storied apartments are reinforced concrete

structural frame. with fired brick panel walls, Windmv and door frame'S are

generally wood, WhiCh may be cut on the job! though factory millwork is

available. Steel windows are available from one manufacturer in NigErla.

ExtErior and interior walls are finished with one coat of cement plaster,

Interior walls ar~ paLnted and ceilings arE fibre board and battErl, painted.

Some aluminum roofing is beginning to be used. There is one imp0rter of

aluminum ingot; who produces sheet aluminum which is cut and crimped to

rooiing shapes and sizes at ocher plants

Septic tanks are the usual method of sewage disposal The

Ikeja project in Lagos has a sewage disposal plant. and in the East prior

to the war. oxidat ion ponds were insta lIed, but the war preventeci their

being made operational"
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E. Skilled and Semi-Skilled Labor

There IS no shortage of labor, SkIlls are low~ but adequate,

and production is low by u.s. standards. Intensive supervision and thorough

inspection are required. There are labor unions in some construction trades,

but time prevented looking into traInIng programs, if any exist. Some lar-

ger contractors engaged in public works conduct their own trainIng programs~

both on and off the job. Unskilled labor wage rates range from 7 shillIngs

($1 00) per day to 15 shillings ($2.10) per day. Skilled workers (electrl-

clans. .. carpenters. plumbers) r8::lge from about 15 shiIll-ngs ($2.10) to 35

shillings ($5.,00) per day. Labor ,.,rage rates are establ1shed by the Govern-

ment, In early 1971, a Federal decree was issued raising all wages 8 pEr

cent, retroactive toAEFil 197~. This decree was known as the Adebo_AwarQ

and caused some unrest when retroactive payments were not promptly madsc

ThE're au' many technical schools and training centEr s throughout NIgeria,

Time did not p€.rmlt determin1.ng whether these taught construction tradES,

othtr than mechanical maintenance.

Fo Constructlon Costs

ConstructIon costs are reported to bE running ten to 25 per

cent higher than a year ago J and about double pre-war prices. There IS, and

has been. a shortage of cement for the past several YE'ars. Periodic shor-

tages may occur In sand C1nd cement asbestos roofing sheets. AbOut 40 per

cent of cement reqUIrements are met by domestic production t and 60 pEr cent

by imports. Cement prices are Government fixed at about 12 shillings., 6

pence ($1.75) per 120 pound bag in Lagos, with transportation costs added

for distance from port" However~ there is an active black market in cement,
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and real prices range from 17 shl1Lngs. 6 pence to 20 shUluigs ($2.45 to $2.80)

or more per bag in Lagos. One large contractor engaged on a capital ~mprovement

project stated that the job was bid based on cement costs of 16 shillings ($2.25)

per bag, but that due to pilferage, breakage and delays ~n transport, cement costS

were actually 33 shillings ($4.62) per bag Land costs have. also increased sharp-

I
I

Iy, particularly In the larger metropolitan areas of Lagos aud lbadan

In Lagos, constructIon costs for a two-bedroom detached house, not

including land and urbanizatIon, arE currently about 46 shLllLngs ($6.45) p~r

square foot and about 45 shillLngs ($b 39) per squarE toot for a three-bedroom de-

tached house. and about 44 shillings ($6.1)) per square foot f0r a four-bedro~m

detached house. Current cost of a 4,000 square toot lot 1B the Lagos area is

aboJt bNl,OOO ($2,800) which includes 15 per cent developm~nt costs for water,

electricity, storm drainage, roads and walks, but does not Lnclude st:\,Jag(, disposal

WhICh 1.S IncLuded 1£1 hOUSE: construcl10rl costs. OutsLde ot Lagos, constructLon and

I urbanLzatlon costs may be as much as oOE.-third less, dependLng on h>eatLon. (Set:

I
I

Tab1e - Esnmated llouslng Custs 10r ilouslne:; UrlLt Construction Costs)

VI

Markt:t daLa LS extremel~ limlted, and the tlme available dId not prrmit any

cucted market surveys whl.ch they ~ndicat€d showed an over-whelmtng demand by aI
independent studi.ES by the team In some areas, housl.ng authorities had can-

WLdE range of lncom~ groups Thl.S backlog ot demand eXisted priqr to tht: war and

was ExaggeratEd Dy the slowdown in housing constructlQn durl.ng the war. In addl-

Lion, normal population growth and urban mLgratLon dur~ng the war yt:ars further

added to the demand.
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The FedEral Office of Statistics estl.mates a growth ratE for

Lagos of 4 per cent per y~ar and about 2.5 p~r c~nt for the other major

urban areas, Table B giVES the estl.mated Population ProJections. based on

the 1963 Census, for 1970. 1972 and 1974,

Proposed hOUSing projects for each of the urban areas const1.

tute only a minute fraction of the popuiat1.on projections for th~ 1972-1974

periods All Circumstances poi.nt to th~ eXistEnce of a genUine housing mar-

ket far beyond the most optlmlstic projection that c,-,uld bE bUilt wit.hlO the

peri-meter of thE:' type and cost of housing b~lng coasidered, With thiS Judge

ment, the team felt that the specifIC justification on the basis of an Ft

fective demand must be determined on a project-by~proJ~ct basis in a gIven

locale,

VII ~o~~Etia~-EE£i~£E~

A ,lde l!.SiJ2-~~;~_.L ...!'-l:l.E_!-.~L.!:!.o j toEl~

During VISItS to the variOUS hOUSing authoritIes, the team was

able to ldLntlfy' POti'ltldl projects !'-,hICb: had::H::E(\ plar.fLed and w",n: a\"alt·

ing fleal appr,val and !lUallCUlg; WEott: 1£1 tt:e plannIng stagps, or ior wlllCh

land had bE:en acquIred It was estlmatEd that h~tw(en 12 and 15 projects

constl~utlng about 6,600 housing units eo~ld be developed to quality for

hOUSing investment guaranty loans durIng the n~xt thr~e to four y~ars At

present most of tht::se proJe-cts do not have adeq;J3te local financing avall

ablE (See Table C)-

B c ,~r5?1~5:.!:_CO~!~

Although the costs of land, land devE:lopment and housing construe-
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tion vary by locale, the team concluded that an average national cost of

bN2/l0(S6 .. 00) per square foot was realistic This would budd housing ran

ging frDm 600 square feet at bNl,500 ($4,245) to 1.200 square feet at bN3,000

($8.490) c In some areas lower cost housing in the range of bN750 ($2,120)

could be possible. As an average, the t~am determined that bNZ,OOO (55.660)

would be feasible.

Land costs vary depending on the area J standards of development,

cost of development and \"hether provided on leasehold or fret=hold. As a

national average. the team estimated bN200 ($566) pEr single family lot

recognizing that this will vary from as low as bNl50 ($425) for lower scan·,

dard site development with leasehold to bNl,OOO (52.830) for averagE de

veloped freehold lots in the Lagos area,

The national ave.rage then was selected as bNZ.OOO ($5,660) for

house construction and i:.N200 ($566) for land for a total average cost of

bN2,200 ($6,226),

c. .!:E.9.i €C t _ Fi~!: ins,

On the basis of local practices ar. average downpayment of 10 per

cent was considered workable. This could vary from as low as S per cent on

the ve.ry low cost housing to as high as 20 per cent to 25 per cent on the

higher cost housing. Downpayme.nt practices may vary both by locale and bv

income group, With an average downpayment of 10 per cent and an average

total house and developed land cost bN2,200 (S6~226) mortgage financing

covered by the housing investment guaranty could average bN2.000 ($5.660)

per housing unit. On the basis of this, it was estimated that over the
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next three to four years about 6~600 housing units could be developed at a

total cost of about bNIS, 620 3 000 (about $41... )000~000) of which about

bNl.420~000 (about $4,000.000) could be local currency downpayments and

!:.Nl4,200,OOO (about $40,000,000) would be financed by a series of guaran

tied housing investment loans.

D, Construct~ Financ~.

Bank loans for long-term financing (more than five years) are gEn

erally not available, However~ sev€:ral housing authorities indicated that

short-term loans (two-three years) could be obta1ned from local banks for

about 7 per cent 1nterest, Under these circumstances, they felt that hous

ing project construction, with assured external long-term financing could

be more ecenomically financed locally,

E Home ImE!0vement Loans

The East Central HOllsing Development Authority pointed out the need

for repai.r. and rehab1litation of housing destroyed during the war, Al

though t.he r€habil~tatlon program has helped considErably to repair hOUSing,

there aLe many houses 1n the urban areas which haVE not been repa1rE.d and

reoccupi£d. Apparent ly many of thE home owners are will iog and anxious to

borrow small sums for repairs 0 The scale of demand for this type of. loan

was unde.termined, However. ECHDA indicated that they could identi fy the

need. They had estimated that the average loan would be about bN500

(about $1,400) for hamel of an ave.rag,:, value of HB~OOO (about $8, SOO) ,

They proposed that such loans be for no more than five years secured by a

valid land lease with at least 40 years r~maining on the leaseo ECHDA

recognized the cost and difflculty of administering such a small loan
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program~ However. they felt: that it was of high priority in replacing

housing stock and they would be willing to subsidize the administrat.ive

costs

The team felt that thlS program had merit and should be consid-

ered for a small seed capital loan on a trial basiso

Although not specifically discussed during visits to the other

states where extensive war damage occurred, the Bendel DevE::lopmEnt and

Planning AuthorHy. the South Eastern State HOUSIng CorporatIon, and t.he

River State Housing Corporation may well be interested 1n a simllar small

loan program,

VIII, Pr£Eosed Program

A, ~tional Hous~~and~stem

Basically Niger1.a does not have a national housing polley or a

I syst.em and methodology to develop a national housing program In ex.am"

I
I
I
I

1.ning the v~rious parts of housing activity~ existing and underway. the

team,came to the conclusion that there t-xists adequat€ elemEnts on Which to
........

'..
bUlld such a national po!,icy and system, A haus1ng lnvestmerlt guaranty

with external loan assistar:ce couLd be the catalyst to stimulate the growth

of such a system. Such a system must, hOWEver. recognize the autonomy

and senSItivity of the states and should be more regulatory and gUiding

than limiting and autocratic. The initiatives of t.he individual states

must bE preserved and encouraged, The following proposed program tries to

recognize this delicate balance wh1ch must be maintained.
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The housing 1nstlLutions serving the twelve states are both

similar and diverse and their relationship to each other or to a natIonal

entity is not yet very well developedo They need to be more clearly rE'~

lated to each other. both for coordination and for the exchange of infor-

mation and experience Perhaps the once-initiated National Association of

Housing Agencies could be revived for this purposE' 0 At the same time they

need to be related to a national entity in terms of national policy, main~

tenance of standards, and. If available and utilized, for the allocation

and channeling both natioiLal and extt>rnal financing

ganizational Structure.)

(See Table D, Or-

B Housing, nanning and Construction

Housing authorities generally have the resources and capability

to plan, design and construct and in some cases manage housing estates If

a guaranty program is established, they should be encouraged to preparE

complete proposals for housing estates and submit through a national channel

for reVIew and approval by A,I.D. 's Office of Housing (A/H). It is pro-

posed by the team that rather than allocate to each state thelr qU0ta of

guaranty funding, tllf' initiative of the stat.;; housing authori ties be erl'

couraged to submit proposals to stand ou thelr merits but not on an Ultra, state

competitive basis Technical assistance could be provided by thE A 1.D

Offi~e of Housing (A/H) in the preparation of applications.

Approved projects would be given a commitment of a guarantied loan

to finance the mortgages through the savings and flnance institut ions 0
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The team felt, from evidence gathered that construction fInanCIng

through local banks ,vas fEasibl€:~ economical and would simplify tht opera

tIon t-Jhere extended long-·term financing ,vas involved, In addition, thIS

,vould build a practice and experience important for long-term housing fin

ance operations.

Upon completion ot groups of houses in housing estates, guarantied

loan funds would be released to the sav.ngs and finance institutions to

make mortgage loans to home buyers to purchase the houses fr.:"lm the housing

authority or home builder,

Co Savings and Long-Term Mortgage Financi~

The concept of private savings and long-term mortgage financing

is relatively new o The experiments that have been conducted indicate that

the concept is accepted and understood, On this can be built state-\vide

savings and mortgage finance institutions. Practically every stat~ rrcog

nizes the need for this type of institution to be developed. To do thIS,

several problems need to be resolved

First- -The Banking DecreE at 1969 p laCE:: 5 VEry limIt ing I nh lbi t LOns

on state savings and loan op£rations, This Decree needs to be modified to

allow for free promotion of savings by recognIzed savings institutIons.

Secondly--In concert with this, a national chartering and rE::gula

tory function (Federal and Mortgage Finance Board) perhaps in the Central

Bank, ne.eds to be established to maintain standards of performance and

fiscal responsibIlities of the various chartered institutions. Although of

a national regulatory nature. the autonomy of operations of the chartered
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state institutions must be maintainedc

Thirdly--The team found that although there were advantages to

attaching savings and mortgage financing to state housing authorities~ such

attachment tended to Inhibit and distort the strictly business operations

of the savings and financing functions. Ideally these should be separate,

independent savings and financing institutions responding primarIly to their

investors and borrowers wIth hardnose banking operations and free from all

of the complications of land acquisition, development and project financing

and construction They should be able to SOlicit and promote the savings

I
I
I
I
I
I

I
I
I

of the private saver and make loans directly to individuals or cooperative

group~"

HousinB authorities should become respons1ble for the plannIng.

design and construction of housing estates with the savings and finanCIng

institutions responding to the loan needs of the qualifie.d home buyer and

servicing the mortgage through their lifetime.

Altbough the 101tial savings and financing units, except for NBS,

are an integrated part ot the housIng authorities, plans should be madE for

their gradual spin-off into independent institutionso

Guarantied housing investment loans should be channeled through the

Central Bank directly to such state savings and financing institutions for

mortgage loans for the purchase of housing developed and built by the hous-

ing authorities, (See Table D, Organizational Structure).

Ao L Do t s Office of Housing (A/H) in Washington could provide short-
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term technical ass1stance in establishing and operatlng both a natlonal

regulatory system and in d~v~loping existing and establishing nEW state

savings and finance institutIons.

D. GuaranEY Asreement

Because the volume of need and use of external housing finance is

not now established by speclfic projects and might vary in future vears. an

open-ended guaranty agreemEnt betWEen the Federal Government of Nig~rla and

A.T D. is proposed. Such an agreement could speCIfy that undEr this pro

gram, a series of speclfic prOjEcts as approvt2d and committed would (Onstl'·

tute a cumulative guaranty obligathHl on the part of the GovE:rnment of Ni

geria to A 1.0, and on the part of A,I.D, to the respective U S, investors

E, InsEltution BUildl~

This program should not be consldered as just a \vay to USE exter

nal financl,ng to build houses, Of prlmary importance is the building of an

all-Nigerian home building and long~term mortgage financing systEm. Nucleus

insti tutions eXIst on which can be built such a system which can mobillzE:

private: savings and provide long-term mortgage flnancing, This nucleus is

presently somewhat dormant--waic1ng for a stimulus and searching for sour

ces of finance.

IX Major Issues and Problems

A. Attitudes toward Home OwoE'rshiE,

Generally, among government officials, home ownership ~s consid

ered to be only feasible for middle and upper-income groups. The concept

of long-term financing and refin2ncing is relatively new. and officials
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are cautious o Such f~nanclng is thought of as aval.labh only to those with

very secure and sizeablt: incomES and where the life expectancy of thE bor-

gage insurance and the marketab1lity of real estate are not yet understoodI
rower is we.ll withIn ... tie life of the mortgage Such prot~ctions as mort-

as a part of a mortgagt:. financing systEm

CLvi.l servants 10 their latE: 30's and early 40's are considered

the best ri.sks since loan payments can bE deducted from their pay Employ-

e€s in middL~, manag"mt-ot pOSltiOnS ~nth the larger private f1rms are can·

sidered goo.d risk If their employers wi.ll guaranty the loan Se 1£ E'mp loyed

I
I
I
I
I
I
I
I

I
I

and employt€s of small private businesses are not consIdered good risks.

The Nigerians seem to set. a rather high income and Job SECUrity

lEvel for thost' they consider qualified for long-u:rm mortgage financing

All otbers mLLst EIther occupy subsidtzEd govt'rnment rental housing ortH:

subject to thE::' exploitation of landlords

Hotiv3tiOn for home ownershi.p is not nEcessarily tor oWHEr!,:,,'ccll-

pane; with loan payments made in lieu of rent. More often it is tor r~ntal

IncomE purpost:"s

These attitudes vBry from state to state and are not unIform or

consistent. ThEy are, however> illustrativE of thE attitudtS developf'd as

the fragments of long-term mortgagE: financing systEms b""gin to emErge

These are attitudes of caution comIng from very limittd experiencE, Such

attitudes can only be overcome when a fully operative mortgage tLnanc1.ng

syst.em is establishEd and working and the ranges of risks and financing

estab lished
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B Attitude toward Private Savin6s

Many gov~rnment officials do not fully realize the pot~ntial for

mobilizing private savings Only in recent years has the concept of sav-

ings been linked t.o housing finar,ce- Experience of the NBS, Western

Nigeria Housing Corporation, and the former Mid-~{estern Housing Corporation

has demonstrated that significant saVings can bE mobilIzed Hous1ng author-

I
I
I
I
I
I

ities in other states have learned of thls and are anXlous to start Similar

programs.

Cc Attitude toward Urban Growth Problems

Alt.hough aware of the mounting problems of urban growth. determlna-

tion of hOUSing conditions and the plight of the very low-incom€ workE:r, few

government officials show interest in slum rehabilitation, site and service

schemes, self-help housing, and other alleviatIng minimal landlord approa-

ches. Part of this attitude may be partly dUE to the lack of famlliarity

WIth various approaches taken in other countries and partly due to a tra

ditional approach which 1S focused on maintaining technical standards un·

related to the magnitude of th~ problems and resourCES aVdllable

However, In some arEas. such as Lagos, lbadan~ and the war ravaged

orban areas 1n the Eastern States whEre urban llving conditions haVE become

acute. there is an awareness by offIcials of the neEd for upgradlng condL-

tions through programs that gradually ral-Sf" standards and gIve some release

to pressures,

Initially a housing inVEstment guaranty program could probably not

encourage the Nigerians to venture this capital into those fringes of
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soc~al housing which could be financLally sound However. once a workable

syst~m is established and more famiLLar conventional housing projects are

underway. some state housing authoritiEs could be Encouraged to plan ways

on which the guarantied loans could be used for such programs

(For Reference, above sections. see Nigeria~ Urbanization. !:!E~~

£lolment and Im£.u.~ons ~L A. LD,. Frederic C. Thomas, July 1971)

D External F.!:n~.s!:n.s

Concern was Expressed both on the state and national levt"ls about

what was considered a high IntEr" st rate for external housing £loance. It

was repeatedly pointf::d out that funds available are private sources. not

soft governme.nt-to-government loans. and are keyed to the going rate lO the

U,S. Most state authorlties understood and accepted this and felt that they

could carry out programs under the terms outlined, Long-term government

financing has been extremely limited and the Second National Development

Plan does not antiCipate any Sizeable increase. The Development Plan does.

however. imply heavy relianCE: of private financing both from external and

internal sources, The only real potential for generating internal prlvatE

finanCing resources for long-term financing would be through savings and

loan type institutions However. to make any significant Impact aCid de-

I
r
I
I
•

monst-rate growth. such lr.stitutions need the stimulus of seed capital to

increase the volume of mortgage financing and in turn generate increasf-d

savingso

Private seed capital for long~term financing is not and probably

will not be available In thE foresE:eable futureo The only known alternative
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source of private finance would be the Housing Investment Guaranty Program.

Interest rates under the Housing Investment Guaranty Program could

range from 8-~ to 10 per cent d~livered in N1geria Although th1S 1S high

I

compared to external soft development loans and internal government loans,

it compares favorably to what could be expected as a going private long-

term financing rate in Nigeria. The NBS. the only reliable benchmark; car-

ries a rate between 8-~ - La per cent currently

If this benchmark 1S considered acceptable as a going rate for

private long-term mortgaging financing, seed capital loans under the Hous·

fng Investm~nt Guaranty Program should be perfectly workable

E Techn1cal Assistance

If a sizeable Housing Investment Guaranty Program 1S mounted 1n

Nig~ria, sEveral types of ttChG1Cal assistance would be needed to assure

the development of sound 1nstitutions.

I 1

I
AlrE'adv 1.0 Nlgt-ria there is cons1dt-rable knOtvledgt:' and expEr-

iEnce among NLgerians. Barrlers of state boundaries ar,d other differences

must be overcome so that thiS ExpErience and know-how can be shared and

I interchanged between state houslng authorities Some of the administrative

I
I
I
I
I

fees charged within Nigeria might bl:: used to support a Nigerian Technical

Assistance interchange_

2, External Technical Assistance----- ..

The Housing Investment Guaranty Program is quite complete
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and its administration would involve an interweaving of U.S. and Nigerian methods,

procedures and. legal and fiscal requirements. To coordinate this, a full-time

housing genera~ist would be required, stationed in Nigeria to f~rm the official

linkage between GON and AID/w. The generalist should be a direct hire employee

assigned to the USAID Mission.

b. Building a Mortgage Finance System and Savings and Loan
Institution

Central to the workability of a housing investment guaranty

program is building the system and institution. This would require a savings

and loan system specialist fulltime stationed in Nigeria to help build the na-

tional regulatory system and develop the state savings and loan institutions.

His work shoul~.be supplemented by short-term specialists as required to meet

special needs..... _This advisor and the short-term specialists could be provided

under contract with the National League of Insured Savings Associations (NLISA).

c. Project Planning and Proposal

This proposed overall program anticipates implementation by

a series of spe.cific housl.ng projects developed and the initiative of state hous-

ing authorities. To be approved for eventual financing, projects submitted

must meet standards of feasibility, both technically and financially and quality

of design al:d construction. To expedite project proposals and applications,

short-term technical specialists should be made available to state housing

authorities to help them develop projects and prepare applications. These ser-

vices could be provided under contract with NLISA.
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d, Pro~ect Construction, Financing and Administration

At such time as projects become approved, at least one resi-

dent inspector will be required to provide on-the-site supervision required

by A.I.D, under the terms of the guaranty agreement, Depending on the vol-

ume of construction and time sequence of projects, short-term inspectors may

be required to assist the resident inspector" These services could be pro-

vided under contract with NLISA,

e, Training

As the program gets underway:; consideration should be given

to training Nigerians, both within Nigeria and in the U.S. Middle-level

staff could be trainE::d locally by a series of short courses and an inter-

change of staff betwE::en state housing authorities for short periods. Key

executive officers should be selected for management training in the U.S.

and elsewhere under the lISAID Participant Training Program.

Attachments

1, Table A - Estimated Housing Costs (3 Pages)

2. Table B - Population Projects, Major Urban Areas,
based on 1963 census data and growth
projections 1972 and 1974

3, Table C - Estimated Volume of Housing and Guarantied
Loan Funds Required (1971-1974)

4. Table D - Organization Structure
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