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Abstract

Despite high-income inequality, Sub-Saharan Africa (SSA), like the rest of the world,
is making efforts toward Agenda 2030. This paper examines how the REIT, a dynamic
financial instrument, can support SDG progress in Sub-Saharan Africa. The potential
of REITS to finance sustainable construction projects, create jobs, and drive economic
growth is explored. The research methodology used is a literature review, including
peer-reviewed papers from 2016 to 2024 from academic databases. It was found that
while REITs impact sustainability by encouraging transparency and responsible
investment, they are also faced with legal risks and are affected by regulatory
dynamics that are accountable for their structure, which affects their adoption and
growth. There is enormous potential for REITs to align with SDGs by raising funds to
support affordable housing and infrastructure to support the achievement of SDGS
9(Industry, Innovation, and Infrastructure), 11(Sustainable Cities and Communities),
and 8(Decent Work and Economic Growth) in SSA.
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1. Introduction

With a rich and diverse socio-economic landscape, income inequality is prevalent in
Sub-Saharan Africa (Fuje et al., 2022; Odusola et al., 2019). However, like other
regions across the globe, SSA too is striving to achieve the SDGs before the 2030
deadline, a feat whose attainment will require creative approaches, primarily recruiting
the support of the private sector in overcoming development obstacles (Buckley &
Bower, 2020; Mawdsley, 2015). The UN SDGs are a detailed framework deliberately
crafted to support sustainable development, some of which include SDG
11(Sustainable cities and communities), SDG8(Economic Growth) and
SDGY(Industry, Innovation and Infrastructure) (United Nations, 2015), reinventing

development efforts (Caballero, 2019).

With a largely youthful demographic and abundant natural resources (Okada &
Shinkuma, 2022), Sub-Saharan Africa has enormous potential but also faces
considerable hurdles, such as the “resource curse” (Wegenast & Schneider, 2017),
infrastructural challenges, and not to mention conflict in some parts of the region
(Calderon & Zeufack, 2020; Coulibaly et al., 2019). Unexpected challenges have
further curtailed progress towards Agenda 2030 such as the COVID-19 pandemic,
which brought a heavier debt burden, and the Ukraine war (United Nations, 2023).

The private sector, governments, and civil society must work together if the SDGs are
to be realized (lonascu et al., 2020). The strengths offered by the private sector revolve
mostly around specialized skills, high efficiency and resources (Scheyvens et al.,
2016). Given how closely real estate and infrastructure relate to SDGs 8,9, and 11 as
key drivers of economic growth and social well-being, strategic investments in critical
sectors are necessary. Real estate greatly contributes to achieving the objectives
through job creation, financing green (Mariani et al., 2018), construction (Fei et al.,
2021), and more.

REITs, by definition, is a financial instrument that pools resources from various
investors and then invests in a portfolio of income-generating real estate assets (Keke
& Emoh, 2019), presenting an avenue for mobilizing resources towards SDG-aligned
projects like affordable housing (Diala, 2021; Zou, 2017), infrastructural development

Toliva



Proceedings for the Innovative Solutions for Affordable Housing Symposium:

Academic Session 1 e— 0 [
* B "

(Ishak et al., 2022; Wang et al., 2023), thus fostering economic growth. Fei et al. (2021)
found that the construction industry has a crucial role in furthering all 17 SDGs, as has
been demonstrated successfully in countries such as China and Malaysia in financing
infrastructure (Wang et al., 2023; Ishak et al., 2022).

REITs, with proven resource mobilizing abilities and high productivity in the real estate
sector (Ma, 2020), might offer a reprieve to SSA countries, given the heavy debt
burdens (Calderon & Zeufack, 2020) many carry, yet this has not yet been widely
explored for SDG financing. There is a need for region-specific research to understand
how REITs can support the achievement of SDGs in SSA. This may be valuable

academically and practically for implementation as 2030 approaches.

2. Literature Review

2.1. REITS Adoption and Economic Growth

REITs, according to a National Association of Real Estate Investment Trusts (NAREIT)
study, have, over a period from February 2005 to December 2021outperformed both
bonds and stocks as reflected below, the REIT compound annual growth rate (CAGR)
of 6.9% (FTSE EPRA/Nareit Global Index) while the broader stock market at 5.4%
(MSCI EAFE), private real estate at 5.4(NCREIF) and finally global bonds at 3.1%
(Bloomberg Barclays Global Aggregate bond index) (Funari, 2022).

REITs have received widespread adoption globally, providing capital for real estate
development. Over the years, their number has grown to 865 REITs in 41 from a paltry
31 in 1990, contributing up to $72 trillion (85%) to global GDP by 2020(Bertoldi et al.,
2021), as reflected in the comparative statistics above. SSA has, however,
experienced slower growth due to underperforming capital markets, as well as
regulatory challenges (Diala, 2021), and yet (Gogineni et al, 2022), in a study across
32 jurisdictions, found common themes in REIT regulation all across, despite some
variations. Only five African countries, including Kenya (1), Tanzania (1), Ghana(1),
Nigeria (4), and South Africa (44) have operational REIT structures (Joseph et al.,
2020). This indicates the need for legislative and real estate market reforms for REITs

to grow in SSA.
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2.2. Social and Environmental Impact

A study on ESG ratings and REIT performance in the US revealed a positive
relationship, with social factors more significant than environmental factors in the
implementation efforts (Brounen & Marcato, 2018). Sustainability practices have been
found to increase profitability in real estate, as evidenced by European REITs (Mariani
et al., 2018), and even operational performance benefits from green building
certifications (Morri et al., 2020), a good motivator for investment in sustainable
development. Economic growth (SDG8) can be further boosted by promoting
community engagement and SDGs, increasing even the REIT value (Minh Hiep et al.,
2021; Feng & Wu, 2022). GCB securities in Ghana are fulfilling their social mandate
by partnering with the National Housing and Mortgage Fund, Ghana (NHMF) to
provide affordable rental homes for public sector workers in a 15-20 year rent-to-own
model at lower rates (11.9 to 12.5 per cent) compared 24 per cent market rate (CAHF,
2020). Mortgage REITs can also enhance home buyers’ affordability (Ndung'u &
Onyuma, 2020). However, some REITs, even with diligent ESG reporting, have been
found to lack actionable sustainability strategies (lonascu et al., 2020), while other
REITs only prioritize social reporting to appease the stakeholders (Zahid & Ghazali,
2015). This highlights a gap in actionable practices that render REITs contributing to
sustainable development.

2.3 Regulation and Policy

The role of regulation and policy on the growth of REIT markets is emphasized in the
literature. A Spain-based study on REITs demonstrated REIT regulatory practices
good governance and transparency in addition to their tax-efficient nature as a way to
promote commercial real estate markets and macroeconomic factors such as
employment rates, contributing to economic growth (SDG8) (Indrawan &
Wahyuningsih, 2021; Marzuki & Newell, 2018). Equity REITs are mandated by law to
be listed on the stock exchange, which gives access to raising capital for infrastructural
development, especially since REIT regulation in some jurisdictions allows for a
broader definition of REITs to include even cellphone towers like American Tower
(Habbab & Kampouridis, 2024), as well as electric and gas distribution systems
(Deloitte).
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On the other hand, a Chinese study on utilizing the REIT financing model for
infrastructure investment to alleviate pressure on government funds revealed legal and
policy-related challenges. Therefore while REITs offer a sustainable financing option
for infrastructure in developing countries, risk management strategies should be put in
place (Wang et al., 2023). Furthermore, Deb (2020) posits that the relationship
between governance and sustainable development is complex as there is a positive
and negative relationship between governance and sustainable development, even

though governance is a prerequisite for sustainable growth.
2.4 Progress Towards SDG Achievement in SSA

Studies have discovered that the construction industry is a potential contributor to all
17 SDGs, although more directly than ten goals (Fei et al., 2021). This further
emphasizes the need for joint concerted efforts by the government and partners, as
recommended by (lonascu et al.,, 2020), to adequately address the 17 SDGs.
However, with the varied REIT adoption pace across the globe, more established REIT
markets are already experiencing progress toward SDG in the form of the enormous
REIT contribution to the GDP at 85% ($72 trillion) as of 2021 (Bertoldi et al. 2021). On
the other hand, SSA only has five countries with operational REITS (Joseph et al.,
2020), and even then, only South Africa has about 33 REITs and only a handful of the
rest. This points to a huge gap in leveraging the financial instrument to support SDGs
in SSA, where there is still significantly high informal employment at 89%,
manufacturing employment at 6% (United Nations, 2020), with small-scale industries
receiving significantly less business financing than the rest of the world (United
Nations, 2022); major infrastructural shortages to the point of nearly 300 out of 520
million rural dwellers lacking reliable road access (World Bank, 2019); the acute need
for affordable housing and infrastructure due to rapid urbanization, with up to 51% of

the urban population SSA living in slums (World Bank Data, 2019).

In comparison, some Asian REITs have aligned their strategies with specific SDGs,
and this provides a model of how REITs may be effectively used to achieve sustainable
development, for instance, Singapore’s AIMS APAC REIT(SDGs 3,7,8,9)', Malaysia’s
ALSALAM REIT(SDGs8,9,11,13,16)?, and UAE’s TPL REIT (SDGs 3,6,9,11)3. REITs,
therefore, can invest in infrastructural development, including telecommunications,
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transportation networks as well as commercial property, triggering economic growth
(Wang et al., 2023; Turner, 2023).

Nonetheless, there are conflicting views as to whether or not REITs can substantially
contribute to sustainable development, with some studies highlighting their ability to
mobilize resources for sustainable projects (Bertoldi et al.,2021; Funari,2022), others
stress the market condition and regulatory challenges (Diala,2021; Wang et al.,2023)
hindering REIT adoption and performance. This showcases the need for a robust
study on the long-term socio-economic impact of REITs in SSA, assessing the impact
on SDGs, considering that the current literature focuses more on the financial

performance aspect.

3. Research Methodology

The research methodology employed a literature review to assess current knowledge
on the role of REITs in furthering sustainable development. Academic databases such
as Google Scholar, Research Gate, and Academia. Edu, Emerald and JSTOR were
explored to retrieve relevant literature. Search keywords used in the study included
‘REITs”, “SDGs”, “ESG”, “Sustainable development”, “Construction”, “SSA”, and “Sub-

Saharan Africa”

Inclusion criteria were peer-reviewed journal articles and reports from reliable sources
such as the World Bank, United Nations, and the Nations Association for Real Estate
Investment Trusts from 2016-2014 that particularly addressed the topic of sustainable
development. Relevant information was extracted and synthesized to create a clear

picture of current knowledge and expose gaps for further study.

4. Findings and Discussion

The overlap between the real estate and construction sectors and sustainable
development should be addressed. Goubran (2019) suggests that 17% of the SDG
targets directly require the construction industry to achieve, and indirectly, another
27%. Goubran & Cucuzzella (2019), in a case study of a Quebec-based building,
showed that it is possible to integrate all 17 SDGs into building projects by leveraging

futuristic building designs and cutting-edge technologies(Qi et al., 2021), such as
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integrating loT and BIM technologies (Nguyen, 2016) to create smart buildings that
streamline maintenance reducing energy consumption and operational costs(SDG9).
Construction technology companies like Giatec use loT to create sensors to monitor
emissions from concrete (Giatec, 2024). This is characteristic of the technology-
powered intelligent REIT (REIT) (Hu, 2017) provides actionable ways to implement
SDGs in the REIT sector.

Fei et al. (2021) highlighted the construction industry’s potential toward the SDGs,
which can be manifest in resource mobilization. REITs, aside from having access to
capital on the stock exchange (Deloitte), are now exploring new financing mechanisms
such as green bonds. For example, Acorn Holdings Ltd, a Kenyan-based REIT, has

the Acorn green bond (Acorn Holdings Limited, 2019).

Poor REIT adoption in Africa has been attributed to regulatory challenges (Diala,2021)
and market conditions. REITS have had widespread adoption and success in the US
on the other hand (Moobelaa et al., 2022). Benchmarking (Dai & Kuosmanen, 2014)
regulatory practices from such successful markets can help SSA countries streamline
their regulation for more successful REIT markets, which can in turn partner with
governments to address affordable housing challenges as is the case in Ghana
(CAHF, 2020), or even independently provide the same as has been done the Acorn
Holdings REIT in Kenya which specializes in Student accommodation and now
affordable housing (Acorn, 2024) for young professionals, to promoting social equity

and supporting SDGs 8 and 11.

Many REITs focus on growing their profit margin through sustainability practices that
lower costs through energy efficiency and retrofits (PRI.nd; Borchersen-Keto, 2022).
Governments can create collaborative Sustainable Urban Development Projects, for
example, by working with REITs to restore old government buildings and repurpose
them to provide affordable housing options that promote sustainable urban living

because of reduced commutes.
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5. Conclusion and Further Research

The government alone would take much longer to achieve SDGs. Beyond paying
taxes, citizens mobilized a civil society organization, and the private sector had to do
its bit in a concerted effort. REITs have been used to finance even infrastructure in
Malaysia, China, and the US, and therefore a version of these results can be replicated
in SSA to at least achieve the SDG that is most directly related to the real estate and
construction industry, SDGs 9 and 11, with a ripple effect of economic growth (SDG8)
through job creation An example of effective collaboration, is Rwanda’s self-help
model, where the government and some private organizations collaborate with
women's groups to build affordable housing for the group members. As such, it is
crucial to put in place capacity-building initiatives to enhance stakeholders'
understanding of REITs and open minds to their potential impact on sustainable

development.

A policy framework in Sub-Saharan Africa should be designed to support REITs and
the real estate sector, with a focus on investment in areas aligned with SDGs like
affordable housing and infrastructure. The framework should also focus on building
technological infrastructure to support the sector, for example, smart cities, exploring
the intelligent REIT (iREIT) model. There is a clear need for additional research to

explore the role of REITs in advancing SDGs in SSA.
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