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Introduction

In 2016, the African real estate landscape was a mosaic of rapid urbanisation, rising demand for modern
infrastructure, and a growing appetite for investment across the continent. For developers, investors, and architects,
understanding the true cost of building a property in Africa was essential to turning ambitious projects into

profitable ventures. This africa property construction cost guide 2016provides a deep dive into the factors that
shape construction expenses, offers country specific benchmarks, and delivers practical tips for estimating and
controlling costs. Whether you're planning a residential tower in Nairobi, a commercial complex in Lagos, or an
industrial facility in Johannesburg, this guide will equip you with the knowledge to navigate the financial realities of
African construction.

1. Overview of the African Property Market in 2016

2016 marked a pivotal year for property development across Africa. Urban populations surged, with cities like
Lagos, Cairo, and Johannesburg experiencing population growth rates that outpaced many developed markets. The
demand for mixed use developments, luxury housing, and business districts intensified, prompting a wave of new
construction projects.

At the same time, the continent faced a range of economic challenges: fluctuating commodity prices, varying levels
of political stability, and divergent regulatory environments. These factors collectively influenced construction costs,
making it imperative for stakeholders to grasp the nuanced economic backdrop before committing capital.

Key trends that shaped the market included:

* Rising Labor Costs: As economies grew, wages for skilled trades increased, especially in major urban centres.

e Material Importation: Many African countries still relied heavily on imported building materials, exposing
projects to global price volatility.

¢ Regulatory Reforms: Governments introduced new building codes and environmental regulations, adding
compliance costs.

¢ Financing Landscape: Access to affordable financing varied dramatically across regions, influencing project
feasibility.
Understanding these dynamics is crucial for accurately estimating construction budgets and ensuring project
viability.

2. Key Factors Influencing Construction Costs in Africa

Construction costs in Africa are shaped by a complex interplay of local and global variables. Below are the primary
drivers that developers must consider when budgeting in 2016.

2.1 Labor Costs

Labor represents a significant portion of construction budgets, often ranging from 30% to 40% of total costs. In
2016, wage levels varied widely:



¢ South Africa: Skilled labor rates were among the highest on the continent, reflecting a mature workforce and
stringent labor laws.

¢ Kenya and Uganda: While wages were lower than in South Africa, the demand for skilled labor was growing,
pushing prices upward.

* West African Nations: Countries such as Nigeria and Ghana had lower average wages but faced challenges
in attracting and retaining skilled workers.

Developers should account for both direct wages and indirect costs such as health insurance, pension
contributions, and site safety compliance.

2.2 Material Costs

Material costs are influenced by local availability, import tariffs, and global commodity prices. Key materials include:

e Concrete: Often sourced locally, but the cost of cement and aggregates can fluctuate with fuel prices.

e Steel: Imported steel is subject to exchange rates and shipping costs, impacting high rise projects.

 Tiles and Finishes: Luxury finishes can dramatically increase budgets, especially if sourced from Europe or
Asia.

¢ Renewable energy components, such as solar panels, were becoming popular in new developments, adding
to initial costs but offering long term savings.

2.3 Regulatory and Permit Costs

Building permits, environmental assessments, and zoning approvals can add unexpected expenses. In 2016,
several countries tightened regulations to improve sustainability and safety:

« South Africa: Introduced stricter energy efficiency standards, requiring additional testing and certification.
e Egypt: Updated building codes to address seismic risks, necessitating specialized engineering.
* Kenya: Implemented a new land registration system, adding administrative fees for developers.

Delays in permit approvals can also inflate costs by extending the project timeline.

2.4 Transportation and Logistics

Transporting materials to construction sites can be a major cost driver, especially in regions with underdeveloped
infrastructure. Factors affecting logistics include:

« Road quality and accessibility to remote sites.

 Port fees and customs clearance times for imported goods.

 Fuel price volatility, which directly impacts trucking and shipping costs.
2.5 Currency Fluctuations

Many African economies are subject to significant currency volatility. A weakening local currency can increase the
cost of imported materials and equipment, while a stronger currency can reduce labor costs for expatriate
specialists.

3. Cost Breakdown by Country

Below is a snapshot of average construction costs per square meter (m?) for various property types in 2016. These
figures are rounded estimates and should be used as a starting point for detailed budgeting.

3.1 South Africa

¢ Residential: R 1,800 — R 2,500 per m2 (USD 120 — 170)
e Commercial: R 2,500 — R 3,500 per m2 (USD 170 — 240)



e Industrial: R 1,500 — R 2,200 per m2 (USD 100 — 150)

3.2 Nigeria
¢ Residential: NGN 150,000 — NGN 200,000 per m2 (USD 350 — 470)
e Commercial: NGN 200,000 — NGN 300,000 per m2 (USD 470 — 700)
e Industrial: NGN 120,000 — NGN 170,000 per m2 (USD 280 — 400)
3.3 Kenya
¢ Residential: KES 35,000 — KES 50,000 per m2 (USD 310 - 440)
e Commercial: KES 45,000 — KES 60,000 per m2 (USD 400 — 540)
¢ Industrial: KES 30,000 — KES 45,000 per m? (USD 260 — 400)
3.4 Egypt
¢ Residential: EGP 1,200 — EGP 1,800 per m2 (USD 77 — 115)
e Commercial: EGP 1,800 — EGP 2,500 per m2 (USD 115 — 160)
e Industrial: EGP 1,000 — EGP 1,500 per m2 (USD 65 — 95)
3.5 Ghana
¢ Residential: GHS 600 — GHS 800 per m2 (USD 90 — 120)
e Commercial: GHS 800 — GHS 1,200 per m2 (USD 120 — 180)
¢ Industrial: GHS 500 — GHS 700 per m? (USD 75 — 105)
3.6 Morocco

¢ Residential: MAD 1,200 — MAD 1,800 per m2 (USD 140 — 210)
e Commercial: MAD 1,800 — MAD 2,500 per m2 (USD 210 — 290)
e Industrial: MAD 1,000 — MAD 1,500 per m2 (USD 120 — 180)

These ranges reflect typical market conditions in 2016 and can vary significantly based on location, project
complexity, and material choices.

4. Types of Properties and Their Cost Variations

Construction costs differ not only by country but also by the type of property being built. Below is an overview of
how costs vary across residential, commercial, industrial, and mixed use developments.
4.1 Residential
Residential projects are often the most cost sensitive segment of the market. Key cost drivers include:
e Floor to floor height (higher ceilings increase material usage).

 Finishing standards (luxury vs. standard).
 Site location (urban vs. suburban).

4.2 Commercial
Commercial properties, such as office towers and retail centres, typically require:
¢ Advanced HVAC systems to meet occupant comfort standards.

e Higher structural loads to accommodate larger open spaces.
e Compliance with accessibility regulations.

4.3 Industrial

Industrial developments often benefit from lower finishes but must account for:



« Heavy load foundations and reinforced concrete.
» Specialized ventilation and fire suppression systems.
¢ Logistics infrastructure such as loading bays and storage areas.

4.4 Mixed Use

Mixed use projects combine residential, commercial, and sometimes industrial components, leading to a blend of
cost profiles. Developers must balance the higher finishes of residential sections with the functional demands of
commercial and industrial spaces.

5. Detailed Cost Guide: How to Estimate Your Project

Accurate cost estimation is the cornerstone of successful project delivery. The following steps outline a systematic
approach to estimating construction costs for African projects in 2016.

5.1 Pre Construction Planning
1. Define project scope and objectives.

2. ldentify site constraints and regulatory requirements.
3. Conduct a feasibility study to assess market demand.
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