


EXPLORING THE DYNAMICS FOR A SUSTAINABLE URBAN RENTAL HOUSING MARKET DEVELOPMENT IN A MIXED ECONOMY SETTING - KUMASI, GHANA

Abstract  
This study analyzes Kumasi's rental housing market, structured across public, formal private, and informal sectors, each exhibiting distinct market failures. The public sector operates as a state monopoly with subsidized rents causing chronic shortages, while the formal private sector's oligopolistic structure leads to affordability challenges. The dominant informal sector suffers from severe information asymmetry, with landlords exploiting pricing power amid housing shortages. Methodological limitations include reliance on rental agent data rather than direct landlord-tenant engagement. Findings highlight the need for regulatory reforms to improve transparency, including establishing a Rental Housing Secretariat and standardized contracts. The research advocates integrating rental housing into urban policy, challenging Ghana's homeownership bias. Practical recommendations include regulating rental agents, incentivizing affordable housing development, and strengthening tenant protections to address power imbalances. This work contributes to housing justice by proposing market-based solutions to informality and affordability challenges in Ghana's urban housing sector. 
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Introduction
Housing has been conceived and defined in various ways. In this paper, it refers to a structurally separate dwelling unit into which an individual or group of persons can isolate themselves as a distinctive, independent abode. It is a specific area or space of occupation that may not necessarily be the same as a house, but part of it (Bank of Ghana (BoG), 2007).  Housing as shelter is a basic necessity against the adversaries of the weather (BoG, 2007), a haven of safety for precious items, a privacy for social life, security for better behaviour, and as a real estate property (Madden et al., 2016). As an asset, it is valuable for life self-fulfilment and actualisation consequent upon its economic and socio-cultural externalities (Osmanu, 2016). It contributes to health improvements and labour productivity (Boamah, 2011). Housing is a source of income for landlords (UN-Habitat, 2011) and revenue for the government in the form of rent and property tax, respectively (Afrane et al., 2016). It is an index of wealth, prestige, and confers personal societal status on owners (Boamah, 2010; Tipple et al., 1997).
[bookmark: _Hlk58097096]Housing is indicative of the level of civilisation and development of every society. Decent housing or shelter,  adjudged as a right in universal human rights declarations (Boamah, 2010; Kavaarpuo et al., 2016), nevertheless remains a dream far distant dream for many households, particularly in large urban places and cities globally (Madden et al., 2016; Moreno-Monroy et al., 2020). An estimated 1.6 billion people live in inadequate housing globally, of which 1 billion live in shelters as squatters and slums (UN-HABITAT, 2020). Urbanisation, which entails an increase in natural population growth and rural-urban migration into these cities as destinations, is the critical underlying cause. In the face of limited affordable options of homeownership in the towns and cities of Sub-Saharan Africa, the housing problems are ripe and unbridled (UN-HABITAT, 2013; Akaabre et al., 2018).
Although Africa is the least urbanised region in the world, it is the fastest urbanizing continent (Awumbila, 2017; Potts, 2012).  Associated with that urbanisation trend is the great challenge of providing housing for its urban population. As is the case in many sub-Saharan African countries, the populace of Ghanaian cities is ill-housed. In Ghana, urbanisation, increasing population growth, and density have put high pressure on the existing urban housing stock, causing a shortage in residential accommodation in cities such as Kumasi and Accra (Kaavarpuo, 2016; UN-Habitat, 2013). The inability of housing delivery to keep pace with a rapidly increasing urban population has led to severe overcrowding, congestion, and slum development, which are consequences of housing shortage (Ardayfio-Schandorf et al., 2012; Aluko, 2012; Obeng-Odoom, 2013; Bailey, 2014; UN-Habitat, 2020; Yankson & Bertrand, 2012).
Globally, the United Nations Organisation reckons the strategic importance of housing to human development and has sought to combat its associated problems through a series of affordable housing programmes delivered by governments, philanthropic initiatives, and volunteerism through Non-Governmental Organisations (UN-Habitat, 2016). According to the 2003 UN-Habitat report: “Rental housing: an essential option for the urban poor in developing countries”, many developing countries, including those of Sub-Saharan Africa, of which Ghana is a part, participated in the implementation of these programmes in their respective areas of jurisdiction. Without due recourse to the potency of sustainability, the pervasive direct intervention of the state in housing provision has had repercussions on housing generally and the rental housing market in particular. The limited successes of these programmes have tended to only benefit the middle class of Ghanaian society. 
Much attention has been skewed towards home ownership (UN-Habitat, 2011). That notwithstanding, the rental component continues to play a crucial role in housing the urban population, giving short-term workers flexibility and mobility (Gilbert et al., 2011; Peppercorn & Taffin, 2013). Rental housing remains an untapped viable complementary strategy to owner occupancy towards housing the urban population in the country, especially in its rapidly growing cities. This work seeks to create a sound understanding of the structural imperfections of the rental housing market in Ghanaian cities through a case study of Kumasi as a contribution towards policy re-orientation and intervention.
Overview of Literature  
Theoretical perspective
This study is grounded in the theory of perfect competition, a microeconomic framework that conceptualizes an idealized market structure entirely governed by demand and supply forces. While no real-world market achieves pure competition, the model serves as a critical benchmark for evaluating market efficiency, identifying structural deviations, and guiding corrective policy interventions (Kurien, 2015). A market, in this context, is a transactional system—encompassing institutions, social relations, and infrastructure—where buyers and sellers exchange goods, services, or information. The equilibrium price and quantity of traded commodities are determined by the interplay of demand (reflecting buyer willingness to purchase) and supply (representing seller offerings in terms of quality, quantity, and price).  
Using this theoretical lens, the study analyzes the structural imperfections of Kumasi’s rental housing market by contrasting its realities with the conditions of a perfectly competitive market:  
Fragmented market actors: Unlike the perfect competition model’s assumption of numerous buyers and sellers, Kumasi’s rental market relies heavily on informal intermediaries (rental agents), with limited transparency in transactions.  
Heterogeneous products: Rental units vary widely in typology (e.g., compound houses vs. self-contained flats) and amenities, diverging from the idealized homogeneity of competitive markets.  
Barriers to entry/exit: Informal landlord-tenant agreements and agent-dominated processes restrict free market participation, contrary to the perfect competition assumption of unrestricted entry. 
The study’s objectives are twofold:  
1. To diagnose inefficiencies in Kumasi’s rental housing market by assessing gaps against perfect market conditions (e.g., price transparency, information symmetry, and competitive behavior).  
2. To propose actionable interventions for stakeholders (e.g., policymakers, landlords, agents) to enhance market functionality and societal welfare.  
By juxtaposing Kumasi’s imperfect competition (evident in its informal practices, product differentiation, and unequal bargaining power) with the perfect competition ideal, the study highlights systemic constraints, such as information asymmetry and monopolistic tendencies among agents, while identifying pathways toward a more efficient, inclusive rental market. This approach underscores the utility of theoretical models in diagnosing real-world market pathologies and informing pragmatic solutions.
Perfect Competitive Market  
Perfect competition is asserted to display ideal conditions collectively referred to as perfect competition or atomistic competition. Perfect competition is a concept that describes a market structure controlled entirely by market forces. Where the conditions hold, a market can reach an equilibrium in which the quantity supplied for every product/service, labour inclusive, equals the quantity demanded at the current price (Dinye & Dinye, 2022; Ferrer, 2013). A fundamental consideration amongst economists is to free the market from the instance of a market imperfection and failure. Real-world market situations are hardly near perfection. The set of conditions assumed to prevail in a perfect market is meant to serve as a useful approximation in the assessment of real markets in any economic system. A well-functioning, perfectly competitive market, in theory, is characterized by the following set of conditions that is assumed to prevail (Dinye & Dinye, 2022; Kirzner, 1963; Ferrer, 2013):  
A large number of buyers and sellers: They operate freely without any form of organisational control. There is a large number of consumers with the willingness and ability to buy the products at a certain price, and a large number of producers with the willingness and ability to supply the product at a certain price. Every participant is a price taker. No participant has the market power to set prices.
Perfect information: Equal access of participant-agents to information and knowledge about the market. All consumers and producers, respectively, should be aware of all the prices of products and utilities that they would get from owning each product. 
Homogeneous products: Identical or homogeneous products are sold and bought respectively by sellers and buyers. The products are the perfect substitute for each other (the quantities and characteristics of a market good or service do not vary between different supplies.      
No barriers to entry and exit: Since the market is not regulated, there is ease of entry and exit so that normal profits can be made and low prices kept through competition.
Price Mechanism: Prices are determined by the interaction of demand and supply forces. Producers sell where the most profit is generated, where marginal costs meet marginal revenue. Buyers are rational in making all trades that include this economic utility.  
Imperfect Competitive Market  
[bookmark: _Hlk59021749]Imperfect markets occur where one or more of the conditions or criteria of a pure or perfectly competitive market are unmet. These include product differentiation, competition for market share, inadequate information about products and prices, barriers to entry and exit, and malfunction of demand and supply dynamics (Trebicka, 2014). Market structures that result from imperfect competition include monopolies, oligopolies, monopolistic competition, monopsonies, and oligopolies. They manifest because they are not in compliance with the standards of hypothetical pure market construction, depending on how concentrated in a few hands supply and demand are (Ferrer, 2013).
Monopoly: This type of market structure features only one dominant seller of a product that has no close substitutes. A seller with no competition in its industry because the entry barriers are high. A monopoly firm produces less output, has higher costs, and sells its output for a higher price than it would if constrained by competition (Ferrer, 2013; Akaabre et al., 2018). The negative outcomes usually generate government intervention. The seller has all the market power to set prices, and buyers have no option but to purchase the product at the price set. The market forces of demand and supply become irrelevant, and prices are set without recourse to consumer notice. Monopoly is the polar opposite of perfect competition and is quite rare in reality.
Monopolistic Competition: A situation in which many sellers with slightly different products compete (Ramasubramanian, 2004). The products are similar but not necessarily substitutes (Krugman and Obstfeld, 2009). Although sellers, to a greater extent, have the power to set prices, buyers have the chance to choose their preferences. Barriers to entry are quite low, and decisions of the seller do not affect competition in the market. Production costs are above what may be achieved by perfectly competitive firms, but society benefits from the product of differentiation.  In monopolistic competition, a seller takes the prices set by its rivals as given and ignores its impact on its price.
[bookmark: _Hlk54690615]Oligopoly: This is a market for products dominated by a few sellers against the background of many buyers. Their products may be identical or differentiated, and they compete with one another to collaborate. The few sellers are controlling the market tend to bar new entrants. They collectively set the prices or take a follow-up as one tends to lead (Trebicka, 2014).
Monopsony: A market with a single and dominant buyer and many sellers.  It refers to a single entity's control of the market to purchase a good or service. The products may be identical, differentiated, or even substitutes. Barriers to entry are high, and price is set by the buyer (Ashenfelter et al., 2010; Sokolova & Sorensen, 2018; Manning, 2020).
Oligopsony: This market structure has few buyers and many sellers. It is the buyers who have the power to manipulate the market as regards new entrants, setting prices. The products concerned may be identical or differentiated, and the few buyers compete with one another to collaborate so that they can be in a protected business (Ferrer, 2013).  
Conceptual Frameworks  
Rental housing involves leasing residential property to tenants in exchange for payment, with the owner being the landlord (Peppercorn & Taffin, 2013). It is crucial for households unable or unwilling to own homes, particularly in urban areas, reducing vulnerability while benefiting both tenants and landlords. Economically, it facilitates labor mobility at lower costs (Erdogan & Aseinov, 2017) and spares tenants property investment risks (Goetzmann & Spiegel, 2002). Renting offers budget flexibility, allowing adjustments to financial circumstances, and can serve as a pathway to homeownership (UN-Habitat, 2011; Gilbert, 2004).  

In a perfect rental market, numerous landlords and tenants operate with free entry and exit. Rent is determined by demand and supply, with tenants seeking affordability and landlords maximizing profits. Efficient landlords offer competitive rents, while tenants aim to maximize utility. The price mechanism ideally allocates resources, though real-world conditions rarely meet these standards. Markets rely on communication to ensure uniform pricing for similar properties. While perfect markets are unrealistic, understanding them is essential for policy (Peppercorn & Taffin, 2013; Erdogan & Aseinov, 2017). 
Rental Housing in Ghana
The theory of market structure is embedded in the political economy of development, where market systems exist on a continuum between two extremes: the market economy and the command economy (Lewis, 2003). In a market economy, production, distribution, and pricing are determined by supply and demand interactions with minimal government intervention, allowing entrepreneurs to operate freely—competing for profits or exiting if inefficient (Ferrer, 2013). In contrast, a command economy is characterized by state control over production, pricing, and resource allocation, with government ownership dominating private enterprise (Imed, 2020). This centralized system often leads to inefficiencies, corruption, and incentive misalignments due to bureaucratic planning and lack of market responsiveness (Rodnikov, 1992; Ericson, 2013).  
Within this economic framework, Ghana's rental housing market operates without a comprehensive national housing policy, despite its long history of private rental dominance (Appeaning, 2014). Although housing concerns occasionally appear in political manifestos, implementation remains weak, leaving rental housing development largely uncoordinated. The private rental sector is particularly significant, accommodating about 90% of tenants in Ghana and much of Africa (Obeng-Odoom, 2011). Previous research has examined property market dynamics in major cities like Accra, Kumasi, and Tema (Anim-Odame et al., 2010a, 2010b; Owusu-Ansah, 2012a; Owusu-Ansah & Abdulai, 2014; Owusu-Ansah et al., 2017), with some studies focusing on rental contracts (Owusu-Ansah et al., 2018) and housing submarkets (Gavu, 2020). However, despite these contributions, the rental housing market in Ghana has not been sufficiently analyzed from an economic perspective, particularly in terms of how demand and supply forces shape its structure and functioning. This gap underscores the need for further research to better understand the market dynamics that influence rental housing affordability, accessibility, and policy development.
Materials and Methods 
 Study Setting
[bookmark: _Hlk202652459]Ghana is confronted with an acute housing shortage, especially in its cities and large townships.  Ghana lies in Sub-Saharan Africa and more specifically in West Africa. To its northwest and north is Burkina Faso, to the east Togo, to the west  Côte d’Ivoire, and to the south the Gulf of Guinea and the Atlantic Ocean. Kumasi is located in the central area of the country.  Rapid population growth and urbanisation demand a corresponding increase in housing delivery to accommodate the phenomenon. The deficit currently experienced reflects the negative effect of the scale of the dynamic of the interplay of the forces of demand and supply in the housing market for accommodation. Understanding the manner of interaction of the demand and supply factors is not only critical but also crucial in support efforts towards the solution of the housing issue. The purpose of this paper is to investigate, figure out, and analyse the factors that underlie and constrain the inefficient operation of the rental housing market segment that caters to a larger proportion of the Ghanaian urban population. Kumasi is now the most populated (3,768,239) city in Ghana, having overgrown Accra (2,660,072), the capital (Ghana Statistical Service, 2022). Kumasi has been selected for this study because it is the largest and fastest growing city in terms of population and urbanisation (Owusu-Ansah, 2015; Cobbinah and Poku-Boansi, 2018), growth of unplanned settlements or slums (Cobbinah & Poku-Boansi, 2018; Amoako & Cobbinah, 2011; Obeng-Odoom, 2010) and urban sprawl (Cobbinah & Aboagye, 2017; Cobbinah & Amoako, 2012). The city is made up of ten sub-metropolitan areas comprising Asokwa, Bantama, Kwadao, Manhyia, Nhyiaaso, Asawase, Suame, Oforikrom, Subin, and Asokore Manpong Municipal Assembly (Map 1).  
Figure 1: Locational Map of Kumasi
[image: ]
Source: Akaabre et al. (2018)

This study employed a parallel convergent mixed-methods approach, combining quantitative and qualitative data to examine Kumasi's rental housing market. Initial desk research reviewed urbanization and housing data from the Ghana Statistical Service, UN-Habitat, and academic studies, while primary data was gathered from key stakeholders, including rental agents, the Rent Control Department, the Kumasi Metropolitan Assembly, the Ghana Real Estate Developers Association, and housing experts. Given the scarcity of formal market data, the study heavily relied on rental agents and their clients (landlords and tenants), who play a central role in facilitating transactions.  
A reconnaissance survey confirmed that rental housing is widespread across Kumasi. However, while landlords and tenants form the market's foundation, they were not the primary study population since their market engagement is temporary—landlords become inactive once their properties are occupied, and tenants disengage once they secure housing. Instead, rental agents, who continuously mediate vacancies and accommodation searches, were identified as the key market actors. Due to their informal operations, official data on their numbers and locations were unavailable, making probability sampling impractical. Consequently, non-probability sampling was adopted, with five rental agents purposively selected from each of Kumasi’s ten sub-metropolitan areas based on three criteria: (1) at least ten years of full-time experience, (2) city-wide service coverage, and (3) proficiency in English. Given the informal (and sometimes legally ambiguous) nature of their work, snowball sampling was used to identify willing participants while ensuring anonymity.  
In total, 50 rental agents (five from each sub-metro area) were interviewed. To capture real-time market dynamics, each agent provided one week’s worth of transaction records, including successful rental deals. To prevent double-counting, respondents were instructed to report only transactions involving landlords and tenants within their respective sub-metro areas. This approach ensured a structured yet flexible data collection process, accommodating the informal realities of Kumasi’s rental housing market while generating actionable insights.
[bookmark: _bookmark53]Analysis and Discussion 
Tenants and landlords
The city of Kumasi features a three-pronged rental housing market structure. A small formal public, purpose-suited rental housing market sector co-exists with a large informal private sector and a tiny formal private rental housing market subset. In the formal or public sector rental housing sphere, the delivery and management of residential properties are orchestrated by the government through its institutions, whose employees are purported beneficiaries. In Kumasi, the provision is for the staff of the ministries, departments, the military, and other security agencies, as well as the education and health institutions, which include the city’s two universities, training colleges, government-assisted senior high schools, and the public. The terms and conditions in this market segment are established by the government and operationalized by the various pertinent institutions. The private formal rental housing market in the city is rather underdeveloped and only restricted to hotels and hostels, which offer accommodation for students, travellers, and other short-term accommodation seekers. The informal private rental housing market is a sector dominated by individual landlord-tenant transactions devoid of state regulations and provisions for rental housing in the country. Although the Rent Control Act, 1986 PNDCL 138, enacted to regulate and provide for related matters, is meant to protect the interests of both landlords and tenants, adherence to this legal provision is not complied with by operators in this sector.
[bookmark: _bookmark54][bookmark: _bookmark55]Housing unit as the commodity.
The rental housing market in Kumasi is characterized by single-room accommodations as the basic unit, with variations in structural typology and location creating heterogeneity despite their shared utility as shelter. Rental options range from single rooms with shared facilities to more elaborate setups such as self-contained single rooms, "chamber and hall" units (one room plus a living space) with either shared or private amenities, and flats or apartments (2-3 rooms with a hall and self-contained facilities)—typically found in semi-detached or multi-storey buildings (Afrane & Asamoah, 2011).  
These rental units are distributed across five primary housing typologies in Kumasi:  
1. Single-storey traditional compound houses—rectangular or square structures with 10-15 rooms arranged around an open courtyard, featuring shared water, kitchen, and toilet facilities.  
2. Multi-storey compound houses—similar to traditional compounds but with multiple floors (up to five), where facilities are shared among households on each level.  
3. Small self-contained houses—typically 2-3 bedrooms with a living area and private amenities for exclusive household use.  
4. Blocks of flats/apartments—multi-storey, self-contained units, often used for institutional housing.  
5. Terrace (row) houses—1-2-bedroom units connected in a line, sharing communal baths and kitchens, with separate but adjacent public toilets.  
[bookmark: _bookmark57]While the formal rental sector primarily offers self-contained units, terrace houses, and apartment blocks, the informal sector traditionally dominated compound housing—both single and multi-storey. However, recent private investments have expanded informal offerings to include flats, apartments, and self-contained units, blurring the lines between formal and informal rental markets. This evolving landscape reflects shifting demand and landlord adaptations to urbanization pressures in Kumasi..
[bookmark: _bookmark58]Free Entry and Exit
The rental housing market in Kumasi operates without formal government restrictions on entry or exit for market participants, including the Metropolitan Assembly, landlords, and tenants. However, this apparent openness belies significant structural imbalances rooted in Ghana's economic history. During the 1960s, Ghana officially adopted a mixed economy but in practice leaned heavily toward a command economy model, pursuing modernization through state-led industrialization. This closed economic approach, characterized by trade barriers and administrative controls designed to support import substitution industrialization, created widespread market distortions that extended to the housing sector.

The underlying assumption was that wealth accumulation from industrialization would naturally translate into improved housing and broader economic modernization. However, by the late 1970s, this strategy had clearly failed due to policy missteps and mismanagement of development resources, leading to economic stagnation. The subsequent economic decline prompted Ghana to implement structural adjustment programs in the 1980s, which succeeded in stabilizing the economy but failed to fully eliminate deep-seated market rigidities. These unresolved structural issues continue to prevent the proper functioning of price mechanisms through demand and supply interactions, particularly in the housing market.

[bookmark: _bookmark59]While Ghana now operates within a liberalized economic framework, the incomplete nature of these reforms means the rental housing market still cannot achieve true competitive equilibrium. The lingering distortions from earlier economic policies continue to constrain market freedom, despite the absence of direct government controls. This historical context explains why Kumasi's rental market, while theoretically open, fails to operate on a level playing field. The subsequent analysis will examine these demand and supply dynamics in greater detail to illuminate the persistent market imperfections.
Perfect knowledge of the market
The rental housing market in Kumasi significantly deviates from the perfect competition ideal of complete market knowledge among buyers and sellers. In theory, perfect information would enable landlords to understand tenant preferences and market prices while allowing tenants to make fully informed rental decisions, creating a self-correcting mechanism where overpriced units would remain vacant. However, the reality reveals substantial information asymmetries that distort market functioning.
Three key informational barriers characterize Kumasi's rental market:
Opaque Pricing Mechanisms: While vacancy announcements occur through radio or community networks, critical price information is systematically withheld. Landlord associations establish baseline rents, but actual prices emerge through individualized negotiations where landlords exploit tenant ignorance of these benchmarks. This practice creates price dispersion for comparable units and undermines market efficiency.
Fragmented Information Channels: The market relies on informal networks rather than centralized listing systems. Tenants depend on personal connections, hearsay, and predatory rental agents who intentionally withhold vacancy information until securing fee agreements. This information hoarding creates artificial scarcity and enables rent inflation.
Principal-Agent Problems: Rental agents operate as gatekeepers, extracting commissions from both parties while controlling information flow. Landlords incorporate these commissions into rents, creating hidden cost burdens for tenants. The bilateral nature of landlord-tenant negotiations prevents collective tenant action against exploitative practices.
These information failures produce measurable market distortions:
· Price discrimination against information-disadvantaged tenants
· Inefficient unit matching and prolonged vacancies
· Rent inflation through layered transaction costs
· Barriers to market entry for new landlords
The persistence of these inefficiencies suggests that simple deregulation is insufficient to create competitive conditions. Rather, institutional interventions like standardized listing platforms, transparent pricing mechanisms, and regulated agent practices may be necessary to approximate the information symmetry required for efficient market functioning. This analysis demonstrates how Kumasi's rental market exemplifies the structural imperfections common in developing urban housing markets, where informal practices undermine theoretical competitive equilibria.
[bookmark: _bookmark62]Price Mechanism and Rent Determination
The rental housing market in Kumasi theoretically operates on classical demand-supply principles, where price equilibrium should emerge from the interaction between housing availability (supply) and tenant demand. However, field observations reveal a more complex reality where pricing follows a distinct negotiation-based model mediated by market intermediaries. Three critical aspects characterize this system:
Theoretical Framework vs. Market Realities
While economic theory posits that rents should reflect the intersection of aggregate demand and supply curves, Kumasi's market demonstrates a bilateral monopoly dynamic where:
· A limited pool of landlords control housing stock
· A similarly constrained group of qualified tenants exist
· Prices emerge through individualized haggling rather than transparent market signals
The Negotiation Process in Practice
The bargaining mechanism follows a predictable pattern:
· Landlords anchor prices above market averages (e.g., GH₵550 for chamber/hall units against the GH₵300-450 range)
· Tenants counter at the range's lower bound
· Final settlements cluster in the GH₵370-400 intermediary zone
This creates a price discovery process where neither party achieves their ideal price point, but rather reach a compromise influenced by:
· Tenant's maximum willingness-to-pay
· Landlord's minimum acceptable return
· Information asymmetry about true market conditions
Structural Market Imperfections
Several factors distort price formation:
· Middlemen inefficiencies: Rental agents add transaction costs without improving market information flow
· Fragmented bargaining power: Isolated negotiations prevent collective price benchmarking
· Artificial price dispersion: Comparable units rent at substantially different rates based on negotiation outcomes rather than quality differentials
The resulting price mechanism fails to achieve the allocative efficiency predicted by perfect competition models. Instead, it produces:
· Persistent price discrimination
· Suboptimal housing matches
· Deadweight loss from failed negotiations
· Barriers to market entry for price-sensitive tenants
This analysis suggests that Kumasi's rental market operates as a negotiated exchange economy rather than a price-taker market. The absence of standardized pricing mechanisms and transparent information channels prevents the realization of true market-clearing rents, perpetuating inefficiencies that theoretical models would predict to disappear under competitive conditions. Policy interventions addressing information asymmetries and transaction costs could move the market closer to its theoretical ideal..
[bookmark: _bookmark64][bookmark: _bookmark65]Demand Side
The demand preferences of the renters in Kumasi are associated with their demographic characteristics, financial ability to afford a certain level of rent, and the cost of the complementary housing service facilities. Most of the renters in Kumasi are in the economically active age bracket, ranging from 21 years to the compulsory retirement age of 60 years. As much as 32 percent are in the 21 to 30 years bracket, and the majority (47 percent) of the tenants are in the 31 – 40 years age group, comprising persons in marriage and family formation. Those below the age of 21 are students and youthful new migrants into the city engaged in lowly paid jobs, which include street hawking, taxi driving, carpentry, masonry, tailoring, hair dressing, painting, and car washing in the informal sector. The formal sector workers include teachers, nurses, clerical, technical officers, storekeepers, cleaners, and messengers. Their demand for rental accommodation is skewed (63 percent) towards the single room and chamber, and hall type with shared facilities. The renters are engaged low low-paying informal jobs with insecure incomes that cater for their housing and all other household needs. Household affordability is a key consideration towards renting a decent accommodation. Although the demand for decent accommodation is high amongst the economically active population in the city, it is not backed by the ability to pay pertinent to the inducement of a vibrant supply side response.
It is a general practice that renters make a payment of a two-year cash rent advance to landlords before they are let in. The outright payment of a standard two-year rent advance is not easy for many. They resort to the options of staying rent-free in family houses or perching with relatives and friends whilst working until they can afford to pay the rent advance. Many of the tenants are in substandard housing accommodations, which has to do with renting premises without attendant basic service facilities. They normally tend to save rather than spend much of their income on decent housing. The decision of consumers to abstain from consumption and rather save and invest has relevance and significance in rental housing. This is a matter of choice between the present and the future. The opportunity cost incurred by saving instead of consumption bears fruit in the form of the resources gathered to pay advanced rent demanded from new renters by landlords in the initial stages of tenancy transactions. Such an advanced payment enabled the landlord to remould the existing product or finish an uncompleted property to suit the taste of the tenants before their occupation.
As shown in Table 2, 655 renters were recorded by the rental agents in the week (before the study) of reference in the investigation. A little over half (55.5 percent), representing 365 of them, were successful in getting accommodation. Various reasons emerged for the 290 unsuccessful ones comprising i) high rent not being affordable (44 percent), ii) unsatisfactory location about workplace and social amenities (18 percent), iii) inadequate quality of the physical structure and housing services (24 Percent) and, iv) social affiliation as regards the incompatibility of landlord and renters in terms of religion, ethnicity and marital status.
[bookmark: _bookmark66]Supply Side
In a competitive market, the supply of the commodity is a response of the entrepreneurs or producers to the demand induced by consumers. The factors that underly the quantity of the commodity delivered on the market include i) the price of the commodity; ii) the price of its substitutes or complements; iii) technology, and iv) non-pecuniary advantages and disadvantages industry. An increase in demand amounts to an increase in revenue. Increased revenue over the cost of production determines profit generation. It is the amount of profit generated at different levels of output that the amount produced and delivered.
In Kumasi, the supply of rental housing does not articulate this tendency. Most of the housing stock in the city is provided by individuals to primarily cater to the basic shelter needs of their households and extended family. The purpose is not for renting, let alone sale, and as such, not an effective response to housing market trends. The socio-cultural inclination is, fundamentally, of ultimate paramountcy. Homeownership in Kumasi conjures affluence, a sense of pride and prestige as well as a distinction of the owner from amongst those who endeavour to succeed. It is an honour bestowed by the owner on himself, for which his matrilineal descendants celebrate because they have the property to inherit. Amongst the Asantes, the indigenes and dominant ethnic group in the city, a house is built for the living, the dead, and the yet unborn. A family member who seeks to commodify a house for self-economic benefit is deemed selfish and likely to suffer the wrath of curses unleashed on him by relatives. Although the circumstances of the urban environment sometimes prevail, allowing for the landlord to rent out a section of the house on the grounds of its otherwise being vacant, all kinds of stratified actions are taken to evict the tenants and accommodate family members when the need arises.
Table 3 shows that as many as 334 (76.7 percent) of the 365 accommodation vacancies reported to the rental agents to let out to renters were accomplished. The rest of the vacancies (33.3 percent) remained unfilled on account of unaffordability of the rent, limited advertisement, and social exclusion on the part of the landlords for male or female renters, preference for regular salaried workers, educational status, and religious affiliation.
Imperfection of the Kumasi Housing Market
Kumasi's rental housing market operates through three distinct but imperfect segments. The public sector functions as a monopoly, with the state as sole landlord providing subsidized housing to institutional workers at fixed rents capped at 10% of salaries, creating chronic shortages. The private formal sector operates as an oligopoly dominated by real estate firms offering temporary accommodations like guesthouses and hostels, primarily serving mobile populations such as tourists and students. While this segment has relatively transparent information and low entry barriers, it faces constraints of high rents and limited availability. The largest segment—the informal market—features monopolistic competition with numerous individual landlords offering differentiated housing units. Despite many participants, severe shortages grant landlords disproportionate pricing power, enabling them to set rents through bilateral negotiations without tax or regulatory oversight. This informal sector suffers from acute information asymmetry, forcing tenants to rely on costly rental agents. Together, these segmented structures create a rental market where pricing and access deviate significantly from competitive ideals, with each sector exhibiting distinct market failures that collectively constrain housing affordability and availability in Kumasi.
Conclusion  
The imperfection of the rental housing market in Kumasi is due to the government’s direct intervention as a monopoly in the provision of rental accommodation for its employees. Additionally, public policy is explicitly in favour of homeownership, and rental housing is not even properly deemed as a complementary strategy. The formal private rental sector is an arena of oligopoly comprising very few firms and individual entrepreneurs serving a greater number of clients. The real estate firms in this sector are more in tune with the production and sale of houses, paying more attention to homeownership, leaving rental housing behind. Most people in the city do not have access to the opportunities for homeownership. It is the informal rental housing sector that accommodates the majority of tenants in the city. However, participants in the sector are constrained by limited access to the elements of housing supply, which include land, finance, infrastructure, institutional support (building permits), building materials, and labour costs. The landlords are further constrained by the rent control act, which puts rent ceilings well below the real market value, discourages infrastructure. The output of the market imperfection and failure is a rental housing shortage. Tenants now have to compete for limited accommodation and pay an illegal and hard-to-afford two-year rent advance to landlords.
By way of recommendation, the government should scale down its direct intervention in housing provision and policy terms, giving rental housing the appropriate attention, it deserves as a complementary option to homeownership. A public-private partnership can be pursued in the short to medium term, whereby a government can transition from being a provider to a facilitator in housing. Alongside, the private sector will be tuned in as the engine of rental housing delivery.  The functions of the Rent Control Department need to be reconstituted from those of rent control to a rental housing services bureau. It should constitute the medium for landlords to have easy access to both the public and private housing supply side resources for investment. The Department can benefit from the digitalisation of the location of residential properties to provide the pertinent information and a fair knowledge of the market to landlords and tenants. Its centralised nature with limited staff and logistics has not been helpful. At the Kumasi city level, the Metropolitan Assembly should seek the establishment of the Rental Housing Secretariat through which landlords can benefit from public and private corporate sector assistance packages in the realisation of their rental housing fortunes. The details of the kind of packages are, however, not part of this work, for which further research is recommended.
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Supporting Data
[footnoteRef:1]Table 1.  Types of rental housing units [1:  Table 1 shows details of room requests made by prospective renters in the week prior to data collection] 

	[bookmark: _Hlk59223076]Housing Types 
	Demand for Rental Housing
	Percentage (%)

	One bed room house (with shared facilities)
	10
	8

	One bedroom (self-contained)
	8
	6

	Chamber and Hall (with shared facilities) 
	56
	43

	Chamber and Hall (self-contained)
	22
	17

	Two bedrooms
	16
	12

	Three bedrooms
	13
	10

	Four bedrooms
	5
	4

	Total
	13
	100.00


Source: Authors’ fieldwork, 2025. 

Table 2. Demand for rental housing units
	Number of request from renters 
	Mean Request
Made (x)
	Number of Rental
Agent (f)
	Total Number
Request (fx)

	1-5
	3
	7
	21

	6-10
	8
	13
	184

	11-15
	13
	18
	234

	16-20
	18
	12
	216

	Total
	42
	50
	655[footnoteRef:2] [2:  Table 2 refers to a summary of details from the rental agents log book. It provides details relating to the enquiries received from prospective renters in the week preceding data collection.] 



Source:Authors’ fieldwork, 2025.
[footnoteRef:3]Table 3. Supply of rental housing units  [3:  Table 3 entails the rooms/rentals available in the logs of rental agents that have not been claimed/sought after by prospective renters] 

	Number of vacancies reported
	Mean No. (x) of vacancies reported
	Number rental
Agent (f)
	Total number vacancies

	1-5
	3
	16
	48

	6-10
	8
	18
	144

	11-15
	13
	9
	117

	16-20
	18
	7
	126

	Total
	42
	50
	435


Source:Authors’ fieldwork, 2025.
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