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5.1.1 Determine if the formal housing finance challenges are influential in the 

development of incremental housing finance in South Africa 

 

Thorough literature and qualitative analysis were explored to understand the evolution of 

incremental housing finance as a viable alternative by the NHFC in South Africa. Accordingly, 

the NHFC reports examined between 2003-2020 prove that incremental housing finance has 

served a population that typically wouldn't qualify for formal mortgage financing. This 

objective was also achieved through expert interviews with the NHFC executives. The study 

found that incremental housing finance development in South Africa has been directly 

influenced by the challenges of the formal housing finance in serving low- to middle-income 

families. The findings demonstrate that incremental housing finance directly addresses a 

housing affordability gap for low to middle-income earners in South Africa. This agrees with 

findings by researchers like Ferguson and Smets, (2010), Amoako; and Frimpong Boamah, 

(2017) who also recommend that informal housing needs can be met through incremental 

financing solutions built to scale. 

5.1.2 Identify performance risks for existing incremental housing finance 

 

This objective was achieved by examining the challenges faced by formal housing finance through 

an in-depth literature search and qualitative data analysis. In examining the NHFC reports, the 

study identified the similarities and differences in challenges faced in implementing incremental 

housing finance as opposed to the formal housing finance solution. The results demonstrated 

significantly that incremental housing finance doesn't have the same challenges as the conventional 

mortgage finance model and is rather resilient in improving access to financing for categories of 

homeowners who have typically not been able to afford improved housing conditions. Top on the 

list of identified performance challenges/risks include (1) Lack of institutional capacity, (2) 

Macroeconomic uncertainties and rising interest, (3) Formal finance competition, (4) Lack of 
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recognition of incremental property value, (5) Variable cost of construction. Therefore, the study 

achieved the objective of identifying which factors inhibit the performance of incremental 

housing finance. 

5.1.3 Determine the role played by macroeconomic factors in innovation and adoption 

of self-help or incremental affordable housing finance across South Africa 

 

This objective was achieved through interviews and quantitative data analysis which involved 

a regression model to determine the relationship between incremental housing funding and 

macroeconomic indicators. The model derived showed that the partial correlation coefficients 

for the regression contributors were 0.772 (inflation), 0.310 (unemployment) and -0.962 

(lending rate). Consequently, lending rate demonstrated the highest significant impact on the 

dependent variable followed by a positive contribution by inflation. The lowest significant 

contributor is unemployment. However, interviews with NHFC executives affirm the 

significant role of unemployment rate and other macroeconomic indicators in mitigating risk 

of default and achieving a robust financing solution for incremental homeowners. The study 

further determines that macroeconomic indicators help with risk mitigation practices within 

the NHFC. This objective was achieved and it has contributed to the proposed incremental 

housing finance framework earlier discussed in the results in Chapter 4. 

5.1.4 Evaluate the impact of individual macroeconomic indicators on the growth of 

incremental housing finance options for the low and middle-income section of 

South Africa 

 

The NHFC executives interviewed were able to provide detailed guidance on how individual 

macroeconomic indicators impact decision-making. The results of the qualitative data 

extracted from interviews suggested that unemployment is often the most indicative of how 

aggressively incremental housing finance will be financed or curtailed. The regression model 
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derived from the analysis achieves this objective as it agrees with the qualitative reports from 

interviewing NHFC executives. This study objective was achieved to the limits of data 

available concerning the growth of NHFC’s incremental housing investments. 

5.1.5 Develop a hybrid model for financing incremental/self-help housing in South 

Africa 

 

In order to model the incremental housing finance framework employed by the NHFC, the 

study interviewed top management executives and this combined with the regression analysis 

of macroeconomic indicators. The framework proposed illustrates the 3 top components of the 

financing structure that should include (1) Institutional financing (2) Funding from both private 

and public entities (3) Regulation. The capacity of the incremental housing framework to 

mitigate risk and maximize returns for investors is embedded in the disbursement structure, 

and the extent to which macroeconomic variables influence decision-making. The proposed 

framework is one that ensures that funding is adequately disbursed to end users through retail 

intermediaries and building merchants. This study objective was achieved in light of the fact 

that this framework has not been delineated prior to this study. 

5.2. Research Conclusions 

Considering the outcomes of the research, it is ideal to make the following conclusions: 

1. Incremental housing finance is an ideal alternative for improving inclusive and 

affordable housing finance solutions in South Africa. 

2. The incremental housing finance model is adaptive to changing macroeconomic 

conditions and deploying this model is capable of mitigating default risk. 

3. Low or middle income earners are not to be considered as risky borrowers when 

accessing incremental housing finance as these borrowers are found to be generally 

great with repayment. 
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4. The ability to anticipate the macroeconomy gives incremental housing financiers an 

ability to mitigate risk of default. The macroeconomy, therefore, has a significant impact on 

the performance of incremental housing finance and access to this kind of financing. 

5. The challenges facing incremental housing finance are not as pervasive as those facing 

formal mortgage financing. This model is more suited to the nature of housing needs in 

developing economies and should be explored further. 

5.3. Research Contribution to Theory and Science 

Considering the critical nature of housing and finance research, there have been several 

researches focused on formal or mortgage financing across Africa and the world. However, 

this study brings an in-depth mixed method approach to understudying a scarcely considered 

alternative to formal financing. This approach allowed the researcher to consider varying 

dimensions to the housing finance problem. Beyond the often definitive outcomes of 

quantitative data, additional qualitative research broadens the scope of data collected and 

analysed. This study narrows in on observing the evolution of a phenomenon within the 

housing finance space which would provide other policy designers insight into how housing 

finance is evolving in developing economies. 

By focusing critically on the NHFC, an apex financier in one of Africa's top economies, this 

study demonstrates the capacity of the state and private entities to create inclusive financing 

instruments collaboratively. This also demonstrates that in looking at the behaviour of 

incremental housing target markets, many of the theories that suggest this to be a risky market 

have not fully explored the reality of low-income borrowers. 
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Self-help, or incremental housing provides an interesting outlook to asset ownership and the ability 

of low-income households to contribute to improving their own living conditions. Also, the ability 

to measure the impact of the macroeconomy on the growth of the incremental housing finance 

market suggests that this market is more predictable than has been previously known. 

This study further extends the debate between neoliberalist ideals and state-controlled housing. 

The findings suggest that there is a nexus between the two almost opposite approaches to housing 

provision. The sustainability of the framework it proposes hinges on the idea that a well-

functioning housing market must not rule out government intervention and vice versa. 

5.4. Policy and Practical Recommendations 

Financial inclusion and the goals of achieving housing finance affordability across the African 

continent will continue to motivate studies like this. In order to maximize the development of 

policy and financing instruments for housing in the low-income target groups, this study 

recommends as follows: 

1. The role of government as housing provider should transform to that of an enabler 

through establishing institutional entities like the NHFC. Incremental housing finance should 

then be implemented by such apex financing bodies funded or subsidized by the state for on-

lending to retail intermediaries. 

2. Operation of incremental housing finance niche lenders should be guided by 

regulations established by the government to mitigate risk and standardise governance. 

Retail intermediaries must be guided by prudent financing guidelines that ensure that 

risk of default is minimal. 

3. Incremental financing should be disbursed through reliable building merchants to 

ensure that funding is used for the purpose of homeownership and quality homes are built. 
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4. Macroeconomic data should be collected regularly and employed in anticipating the 

performance of incremental housing finance funds. This will ensure that public and private 

stakeholders are making informed decisions about financing the low-income target market and 

how to minimise default. 

5. Risk mitigation practices must consider the macroeconomy as a significant risk 

consideration when disbursing incremental housing finance. 

6. In less developed countries, incremental financing must be prioritised as an 

alternative financing approach that is suited to self-help housing needs. 

7. In order for the private sector to be harnessed for incremental housing finance public 

sector actors must work to strengthen the framework that guarantees developmental 

financing will be provided for incremental housing. 

5.5. Research Limitations 

Despite the value of the research conducted, it was not without its limitations. Acquiring reports 

and especially quantitative data regarding incremental housing within NHFC proved difficult due 

to a lack of uniform reporting methods across years. The lack of consistent data reporting methods 

made it difficult to collect data across the years, and this made analysis limited. In order to 

overcome this limitation, data from differing sources were utilized to achieve a representative 

sample. The dichotomy between the Rural Housing Loan Fund (RHLF) and the NHFC before the 

merger also made it difficult to collect data from both entities. Therefore, the data utilised in 

quantitative analysis are considered as close estimates more than an exact representation of the 

state of incremental housing financing in South Africa. Noticeably, only 5 executives out of 9 

were responsive to the survey instruments that were administered. Despite a lengthy 

engagement period where executives were contacted individually and as a group, it was 
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impossible to get insights from some of them. This also limited the outcome of the survey to 

the few executives who responded. However, the data collected gave considerable insight to 

the research objectives as many of the themes reached saturation. 

While following up to acquire more data regarding incremental housing financing performance, 

the executives were unresponsive with some data, and this made it imperative to identify more 

complete and reliable data sets which could be used in the quantitative analysis. 

 

5.6. Areas of Further Research 

Incremental housing finance is still in quite a developmental phase with little adoption or use 

of cases across the African continent. Even though self-help or incremental housing seems to 

be the most popular approach to homeownership, there is little knowledge on the applicability 

of these methods to financing of housing. Beyond the achievement of this study, more research 

is needed to determine how well this model will perform in other less-developed African 

countries. Pilot studies and cases can bring more practical outcomes for deploying incremental 

housing finance in more countries across Africa. 

Also, in the pursuit of prudent financial practices, risk mitigation and repayment guarantee 

schemes are yet to be fully explored. This provides an opportunity to discover how government 

guarantee schemes and pension programs can improve incremental housing finance 

frameworks. More research can be done to understand the relationship between government 

guarantee schemes and the ability of private sector financiers to invest in incremental housing 

finance. 

 

Ultimately, incremental housing finance is one in many models of financing that brings public and 

private sector stakeholders together in solving the housing affordability challenge. The impact of 
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the public sector in activating new markets and piloting innovation presents a major opportunity 

for further research. The enabling role of government in housing affordability through 

developmental finance is a critical area of research that must still be explored. In the journey 

towards achieving housing affordability for all, incremental housing research is going to 

benefit from regional, and country specific research across the African continent. 
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APPENDIX 2: NHFC APPROVAL TO CONDUCT RESEARCH 
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APPENDIX 3: INFORMED CONSENT FORMS 
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APPENDIX 4: SURVEY QUESTIONNAIRE FOR NHFC EXECUTIVES 
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