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Abstract: Optimum return appears to be a tangible motive of investors of real estate investments.
This motive over the years has been bedevilled by rent defaults by renters of properties in the
property sector. This situation, to Property Managers and their Principals is worrisome. It is on this
basis that this study attempts to assess the factors influencing rent arrears in Minna residential
property market. The study employs data on various aggregate factors such as management
subsystem, economic factors, tenancy arrangement, dwelling unit features and external household
attributes influencing rent payments. Cluster random sampling was used to administer
questionnaire to renters of residential properties in Minna while simple random and purposive
sampling techniques were used to administer questionnaires to property managers. Kendall
Coefficient of Concordance and Chi-Square were statistical tools used. The result revealed that W =
0.601 which indicated a statistical evidence of a fair association in the ranking of the factors
responsible for rent in arrears, while the average rank correlation of factors between all possible
pairs of the towns rs = 0.521 indicating a weak agreement to the identified factors. There was
evidence of variation among the factors responsible for rent arrears across the areas and the study
also found there is no relationship between income level of renters and type of residential
accommodation occupied. The implication of the study is that renters develop practical habit that
discipline their finances and prioritize the scale of preference to live below their income level.
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Oz: Gayrimenkul getirisinin, gayrimenkul yatiimcilart icin somut bir motivasyon oldugu
goriilmektedir. Bu durum emlaklarimi kiraya verenler ve kira bor¢larinmi odeyemeyenler agisindan
karsi endise verici olmustur. Bu dogrultuda ¢alisma, Minna’daki konut piyasasinda kira borg¢larin

etkileyen faktorleri degerlendirmeyi amaclamaktadir. Bu ¢alisma, yonetim alt sistemi, ekonomik
faktorleri, kiracilik diizenlemesi, konut birimi éozellikleri ve kira ddemelerini etkileyen harici hane
nitelikleri gibi cesitli toplam faktorlere iligkin verileri kullanmaktadir. Rastgele orneklem yontemi
ile Minna'da konut kiracilarina anket dagmilmistir. Kolayda drneklem yéontemi ise anketleri miilk
sahip/yoneticilerine vermek igin kullaminustir. Kendall Concordance ve Chi-Square Katsayisi,
istatistiksel araclar olarak kullamildi. Sonuc¢ ise, bor¢lanin rantindan sorumlu olan faktorlerin
siralamasinda adil bir dernegin istatistiki kanitimi gosteren W = 0.601 oldugunu ortaya koydu.
Bunun yamnda, kasabalarin tiim olast ciftleri arasindaki faktorlerin ortalama siralama
korelasyonu rs = 0.521 olup zayif bir iliski tespit edilmistir. Bu ¢alisma alanlardaki kira
bor¢larindan sorumlu faktorler arasinda varyasyon kaniti bulmus ve ayrica kiracilarin gelir diizeyi
ile isgal edilen konutta konaklama tipi arasinda bir iliski bulunmadig1 ortaya konmustur. Bu
calisma, kiracillarin pratik aliskanhklarim gelistirip mali durumlarim disipline etmelerini ve
tercihlerini, gelir diizeylerine gore sekillendirmeleri gerektiginin ortaya koymaktadir.

Anahtar Kelimeler: Konut sahipleri, emlak yoneticileri, kira bedeli, kira milkleri

INTRODUCTION

Residential properties are known to have physical and economic significance, as
well as social implications which affect the quality of lives and dignity of the
occupants (Jinadu, 2007). It is estimated that roughly 40% of the world’s population
lives in rental housing, hence, the increasing demand for residential property in urban
centres would continue to attract the investment interests of real estate developers
(Olujimi & Bello, 2009). However, a very important motive of residential real estate
investors is to secure optimum returns on their investment which commonly takes the
form of rental values. While rent payment remains an obligation of tenants to their
landlords, rent arrears/defaults by tenants over the years have become a major
concern to investors. As observed by Ogutu (2013), about 72% of tenants in parts of
Nairobi admitted falling into rent arrears at certain times. These rent arrears were
attributed to unstable economic situations as well as low and inconsistent income.

In Nigeria, rent default is a major challenge facing private rental housing
providers (Gbadegesin & Oletubo, 2013; Sani & Gbadegesin, 2015). In a survey of
120 Estate Surveyors in Lagos Metropolis, 90% of the respondents had the
experience of rent default for more than seven months (Oni, 2010). Generally, it is
common among tenants that have taken possession of accommodations in urban
areas, paid initial advance rent payment of one to three years and had met the terms,
conditions and requirements stipulated in the tenancy agreement to suddenly become
recalcitrant; making collection of subsequent rents to be difficult (Oni, 2010). Such
situation is worrisome to stakeholders in real estate investments particularly
landlords and or their agents. Rental market in Minna, a major town in North Central
Nigeria with proximity to the federal capital is not an exemption. Having
substantially established cases of rent arrears in Nigeria, it is therefore necessary to
study the factors responsible for acute rent arrears in Nigeria. It is against this
background that this study seeks to examine the critical factors influencing rent
arrears in residential properties in Minna, Niger State.
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Other sections of this work cover literature review, study area, methodology,
results and discussion.

1. LITERATURE REVIEW

When a tenant does not pay his/her rent as at the due date, such tenant is said to
be in default/arrears. As observed by Moss (2003), issues of affordability and lack of
end user information are the main reasons for tenants defaulting on the payment of
their rent instalments in five selected districts of South Africa. The study however
suggested that tenants, who default due to affordability, should reduce other expenses
so as to meet their rental obligations. On the contrary, Topham (2012) describes
some tenants as stubborn and difficult and intentionally refuse to pay rent. Sani &
Gbadegesin (2015) concentrate on breach of tenancy agreement in respect of
landlords’ repair covenant, harsh landlords’ policy, unstable income of the
consumers, lack of effective tenancy legislation and deficient tenancy management to
assess the major causes of rental default in Kaduna Metropolis, Nigeria. The study
employed weighted mean and results revealed that breach of tenancy agreement and
harsh landlord’s policy were the main causes of rental default in the Metropolis.

Daniel et al., (2017) in their study over rent default factors on residential
properties in Nigeria noted that the most critical factor influencing rent default s
employment and retrenchment which might not be unconnected to the resent
economic recession being experienced in Nigeria. Similarly, Pater (2001) study the
way of minimizing rent default and risk as well as recommending viable options,
stated that landlord and tenant relationship in other to be successful, there is a need
for mutual understanding. According to Julie and Carole (2013) it is easy to believe
that certain type of property or tenant are more probable to lead to rent defaults, but
the best way to allay the risk of rent defaults in future is to project the possible cost
of your planning as early as possible so as to prevent rent default. To avoid unpaid
rents, landlords are advised to issue tenants with a call for rent payment a few days
before the rent is due and then follow up within a few days if it is not received
promptly. If the landlord is well-organized, the tenant is more likely to pay on time.
The landlord should act the very first time the rent is late by contacting the tenant
immediately to try to agree on an amicable solution. Kaine (2017) opined that in
Nigeria rent default problems arises because tenant most a time refuse to or cannot
pay the rent due for their occupation.

In order to avoid rent arrears, property management experts recommend that care
should be taken when selecting tenants. Studies have shown that tenant selection is a
major determinant of successful property management (Oni, 2010; Daniel et al.,
2012). In tenants’ selection, Moss (2003) notes that it is paramount that renters have
a stable source of income if rent payment is to be consistent. The key attributes that
should be assessed about a prospective tenant to minimize default in rent payment
include: sources of income and employment, regularity and prospects of
employment, physical appearance and social status (Oni, 2010). According to Oni
(2010), owners may also specify attributes such as religion, marital status, age,
maximum number and ages of children, maximum number of cars, and tribe. This
could suggest why despite the increasing demand for residential accommodation
across urban areas, dwelling units have been experiencing high rate of rent default
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(Ogunbajo et al., 2018). In report by LODGIS (2015), particular attention should be
paid to the solvency of prospective tenants, and where a tenant’s financial status
appears unsatisfactory; a guarantor should be provided who undertakes to pay the
rent in case of default by the tenant.

2. THESTUDY AREA

Minna is the capital city of Niger state. It lies on latitude 90° 37" N and longitude
60° 33”E, and occupies an area of about 884 hectares. The 1991 population census
put the population of Minna metropolis at 190,750, and it further rose to 201,429,
according to the 2006 population census. There are numerous residential housing
units scattered all over Minna. These houses are of various types, designs and sizes.
Though, a larger proportion of them were built by private individuals, there are also a
number of public residential estates built by the Government and sold to individuals.
These housing units are in varied states of repair as a result of varied management
styles and maintenance approaches adopted. The three Hydro-electric power stations
in Nigeria (Kainji, Jebba and Shiroro) are situated in Niger state. However, the
power sector can best be described as being in a very deplorable state and has posed
a great challenge to government. Residents do not enjoy regular power supply and
transformers serving many neighbourhoods are bad. Thus, residents have resulted to
the use of generators and inverters. Government at all levels have always made
efforts to provide infrastructure such as roads, electricity, water and communication
facilities among others to pave way for interested investors. Facilities such as
drainages, electricity and water supply from the public mains, and other facilities
such as airport, railway lines, Hydro — Electricity Power Stations, stadium, hotels,
and primary, secondary and tertiary Institutions are available in Minna.
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Figure 1: Map of Niger State showing Minna
Source: Dept of Urban and Regional Planning, F.U.T. Minna (2013)
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3. METHODOLOGY

The analysis of this study draws only from primary data sourced from Minna
Urban. By adopting cluster random sampling, the study area (consisting of 6
neighbourhoods) for the questionnaire administration was drawn from the twenty-
five (25) neighbourhoods in Minna Urban. The selected six (6) neighbourhoods
comprise: Minna Central, Bosso Town, Bosso Estate, Tunga Low-cost, GRA and F-
layout. A survey based technique involving a designed 22 item structured
questionnaire adapted after Ogutu (2013) and Moss (2003), were employed to obtain
primary data on factors contributing to rent arrears from household heads
(respondents) who are renters in the study area.

Minna neighbourhoods’ household size data of 2003 for the selected residential
locations were gotten from Sanusi (2006). Projection for 2016 was at an annual
growth rate of 3.80% (NPC, 2006) and was subsequently made for the 13 year time
lag, covering 2003 to 2016. The projection was formulated as, Pr = Po (1+r/100)",
where Pr = Required population, Po = Initial population, r = population growth rate
and n = Time interval. Thereafter, the sample size was determined by using Kothari
(2004) formula stated below;

Z2 * N * ¢?
n =

(N-1) €2+ Z2 62
Where n is the sample size, Z is the standardized normal value and for this study,
it is taken as 1.96 for a 95% confidence interval, o is the standard of deviation which
was put at 0.5 depicting a safe decision enhancing large enough samples, N is the
household population and e is the margin of error put at +/- 5%.

Table 1: Questionnaire distribution to household heads in the study area

Household Sample Proportion Questionnaire
S/No  Neighbourhoods size (2016) size representing renters retrieved

1 Minna Central 6769 364 73 65
2 Bosso Town 10,116 370 74 62
3 Bosso Estate 461 210 42 42
4 Tunga Low Cost 1,093 285 57 43
5 GRA 875 267 54 48
6 F-layout 1,242 294 59 52

Total 20,556 1,790 359 312

Adapted from Sanusi (2006)

20% of the sample size was taken as proportion representing renters. Though
globally, 40% of households are renters (Olujimi & Bello, 2009), Nigeria and other
African cities present a rich family ties where most citizens lives in their family
house/compound. This translates to reduced renter proportion; hence, the 20% of the
sample size representing renters is justified.

The Cronbach’s alpha reliability test was employed to check the level of internal
consistency among respondents across the sampled neighbourhoods. The study
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employed Kendall Coefficient of Concordance to test the level of agreement among
the ranked factors across the neighbourhoods. The model is summarised as follows:

W= [125T2 -3K2n(n+1)?] / [k2n(n-1)]

Where T:2 is the squared sum of ranks for each of the factors, while n is the
number of factors being ranked; and k is the number of towns from which the
ranking of the factors were taken. The coefficient ranges from 0 (perfect
disassociation) to 1 (perfect association).

The factors are:

DDUF= Deteriorating Dwelling Unit Features

DPEH= Deteriorating and Poor External Household attributes
PMMS= Poor Management and Maintenance Services

DTA= Difficult Tenancy Arrangement

BEC= Bad Economic Condition

FRR= Frequent Rent Review

RCO= Rent Collectible Only in office

AS= Apartment Sharing

LPB= Lack of Proper Budget

The study seeks to establish if there were variations in the factors responsible for
rent arrears across the selected neighborhoods, thus the following hypothesis was
tested:

Ho = There is no statistically significant difference in the factors contributing to
rent arrears across the neighborhoods

The chi-square statistic was further used to test for a significant difference in the
level of renters’ income (independent variable) and the amount paid on residential
units by these renters (dependent variable) across the study area. The chi-square
model is expressed as follows;

—_F2
X2= Z(% Where 0 is the observed values and E is the expected value.

4, RESULTS AND DISCUSSION

4.1 Factors responsible for rent arrears in the study area

Quite a number of factors were identified to be responsible for rent arrears in the
study area. These were analysed for each of the sampled neighbourhoods as follows:

4.1.1. Minna Central

Table 2 shows the mean responses of factors responsible for rent arrears among
renters in Minna central. Frequent rent review ranks first as the most important factor
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contributing to rent arrears in the study area. It has the highest mean response of
4.44. This was followed closely by bad economic condition of renters and
deteriorating nature of external housing attributes which rank second and third
respectively, with mean responses of 4.37 and 4.36 respectively. This reflects the
findings of Ogutu (2013). Rent is not regulated in Nigeria and so Property owners
usually consider increasing the rent of their properties, using the proceeds to attend
to their emerging pressing domestic needs.

Table 2: Descriptive analysis of factors responsible for rent arrears in Minna Central

Factors N Sum Mean Rank
Deteriorating Dwelling Unit Features 65 264 4.07 6
Deteriorating and Poor External Household attributes 65 284 4.36 3
Poor management and maintenance services 65 245 3.77 9
Difficult tenancy arrangement 65 274 4.23 4
Bad economic condition 65 284 4.37 2
Frequent rent review 65 152 4.44 1
Rent collectible only in office (non-flexibility) 65 287 4.10 7
Apartment sharing 65 262 4.03 8
Lack of proper budget 65 275 4.22 5

Source: Data analysis, 2018

4.1.2. Bosso Town

Table 3 shows the mean responses of factor responsible for rent in arrears among
renters in Bosso town. Important factors responsible for rent arrears in Bosso town
are: frequent rent review which was ranks first; it is the most important factor
contributing to rent arrears among the renters. It had the highest mean response of
4.72. This is followed by bad economic condition and deteriorating dwelling unit
features which rank second and third with mean responses of 4.32 and 4.36
respectively. This confirms the findings of Ogutu (2013) and Daniel et al., (2017).
This trend is similar to that of Minna central.
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Table 3: Descriptive analysis of factors responsible for rent arrears in Bosso Town

Factors N Sum Mean Rank
Deteriorating dwelling unit features 62 258 4.16 3
Deteriorating and poor external house attributes 62 246 3.96 7
Poor management and maintenance services 62 233 3.76 8
Difficult tenancy arrangement 62 211 3.40 9
Bad economic condition 62 268 4.32 2
Frequent rent review 62 293 4.72 1
Rent collectible only in office (non-flexibility) 62 255 4.12 4
Apartment sharing 62 250 4.04 5
Lack of proper budget 62 249 4.02 6

Source: Data analysis, 2018

4.1.3. GRA

Table 4 shows the mean responses of factor responsible for rent in arrears among
renters in GRA. Three most important factors responsible for rent arrears in GRA are
identified as follows: bad economic condition which ranks first with highest mean
responses of 4.28. This is followed by lack of proper budgeting and frequent rent
review which rank second and third. These two factors have mean responses of 4.08
and 4.00 respectively. There is a contrast in the trend compared to Minna central and
Bosso Town. While Frequent rent review was ranked first among the factors
responsible for rent arrears in Minna central and Bosso Town, bad eceonomic
condition ranks first in GRA. GRA parades property of high value belonging to the
rich. The high rent may not be easy to increase frequently when compared to
moderate or low rent. This trend agrees with the findings of Daniel et al., (2017).

Table 4: Descriptive analysis of factors responsible for rent arrears in GRA

Factors N Sum Mean Rank
Deteriorating dwelling unit features 48 150 3.12 7
Deteriorating and poor external household attributes 48 109 2.28 9
Poor management and maintenance services 48 127 2.64 8
Difficult tenancy arrangement 48 184 3.84 4
Bad economic condition 48 205 4.28 1
Frequent rent review 48 192 4.00 3
Rent collectible only in office (non-flexibility) 48 184 3.83 5
Apartment sharing 48 159 3.32 6
Lack of proper budget 48 196 4.08 2

Source: Data analysis, 2018
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4.1.4. F-Layout

Table 5 shows the mean responses for factors responsible for rent arrears among
renters in F-layout. Bad economic condition, Deteriorating dwelling unit features and
frequent rent review are the most influencing factors. These rank first, second and
third and have mean responses of 4.55, 4.52 and 4.48 respectively. F-layout is the
adjourning settlement to GRA, it is not a surprise that it shares similar trend with
GRA.

Table 5: Descriptive analysis of factors responsible for rent arrears in F-Layout

Factors N Sum Mean Rank
Deteriorating dwelling unit features 52 235 4.52 2
Deteriorating and poor external household attributes 52 200 3.84 5
Poor management and maintenance services 52 156 3.00 9
Difficult tenancy arrangement 52 189 3.64 7
Bad economic condition 52 237 4.55 1
Frequent rent review 52 233 4.48 3
Rent collectible only in office (non-flexibility) 52 202 3.88 4
Apartment sharing 52 196 3.76 6
Lack of proper budget 52 173 3.32 8

Source: Data analysis, 2018

4.1.5. Tunga Lowcost

Table 6 shows the mean responses of factors responsible for rent arrears among
renters in Tunga Low Cost. Deteriorating dwelling unit features, frequent rent review
and bad economic condition are identified as the most important factors responsible
for rent arrears among the renters within the neighbourhood. These three factors have
mean responses of 4.50, 4.33 and 4.30 respectively. This settlement was developed
by the government many years ago. Common features of this settlement include
dilapidated structure which is responsible for the most critical factor responsible for
rent arrears in this area.
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Table 6: Descriptive analysis of factors responsible for rent arrears in Tunga Low Cost

Factors N  Sum Mean Rank
Deteriorating dwelling unit features 43 194 4.50 1
Deteriorating and poor external household attributes 43 154 3.57 6
Poor management and maintenance services 43 128 2.97 8
Difficult tenancy arrangement 43 123 2.87 9
Bad economic condition 43 185 4.30 3
Frequent rent review 43 186 4.33 2
Rent collectible only in office (non-flexibility) 43 160 3.73 4
Apartment sharing 43 159 3.70 5
Lack of proper budget 43 129 3.00 7

Source: Data analysis, 2018

4.1.6 Bosso Estate

Table 7 shows the mean responses of factor responsible for rent arrears among
renters in Bosso Estate. Of all the itemized factors, bad economic condition is the
most important factor responsible for rent arrears among renters in Bosso estate. It
ranks first and has the highest mean response of 4.85. This is followed by
deteriorating dwelling unit features and lack of proper budgeting which rank second
and third. These two factors have mean responses of 4.80 and 4.50 respectively.
This trend is a product of the fact that there are old and new buildings in this area.

Table 7: Descriptive analysis of factors responsible for rent arrears in Bosso Estate

Factors N Sum Mean Rank
Deteriorating dwelling unit features 42 96 4.80 2
Deteriorating and poor external household attributes 42 87 4.35

Poor management and maintenance services 42 103 4.15 5
Difficult tenancy arrangement 42 102 411 6
Bad economic condition 42 145 4.85 1
Frequent rent review 42 102 4.10 7
Rent collectible only in office (non-flexibility) 42 98 3.90 8
Apartment sharing 42 74 3.70 9
Lack of proper budget 42 98 4.50 3

Source: Data analysis, 2018
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4.2. The Relationship Between the Factors Responsible for Rent Arrears
Across Neighbourhoods

Result of the Kendall’s Coefficient of Concordance (W) is presented in table 8. It
simply tested for a significant relationship between the factors responsible for rent
arrears across neighbourhoods in the study area. The result reveals that W = 0.601,
thus indicats a fair association in the ranking of the factors responsible for rent in
arrears across neighbourhoods. The average rank correlation of factors between all
possible pairs of the neighbourhoods rs = 0.521 indicating a fair agreement to the
identified factors. This result suggests that, though each neighborhood has its own
peculiar factor responsible for the rent in arrears, these factors are relatively similar.
Therefore, the overall ranking of these factors across the study area are fairly
associated. The order of ranking of most important factors are: BECi=> FRR2=>
DDUF3=> LBP4=>, RCOs-> DPEHs=> AS7=> DTAg=> PMMSg. The economic situation
in the country with 1$ trading for N360 and 2 digits inflation, there is no doubt that
many residents will be finding it difficult paying their bills especially rent. This
confirms the findings of Moss (2003), Ogutu (2013) and Daniel et al., (2017).

Table 8: Kendall’s Coefficient of Concordance for the relationship between the factors
responsible for rent arrears across neighborhoods

DDUF DPEH PMMS DTA BEC FRR RCO AS LBP

Minna Central 6 3 9 4 2 1 7 8 5
Bosso Town 3 7 8 9 2 1 4 5 6
Bosso Estate 2 4 5 6 1 7 8 9 3
Tunga Low Cost 1 6 8 9 3 2 4 5 7
GRA 7 9 8 4 1 3 5 6 2
F-layout 2 5 9 7 1 3 4 6 8
T1 21 34 47 39 10 17 32 39 31
3T,? 441 1156 2209 1521 100 289 1024 1521 961
w 0.60
rs 0.52

Source: Data analysis, 2018

4.3. The Relationship Between Income Level and Amount Paid for
Residential Units

This study also seeks to examine the relationship between the income level of
renters and the amount paid for residential units by these renters. This was analyzed
using the chi-square test, and results presented in table 10. Adopting a 0.05 level of
significance, result shows that the calculated chi-square statistics (139.2) is greater
than tabulated chi-square statistic. It therefore suggests that there is no significant
relationship between the income level of renters and the amount paid for
accommodation units occupied by these renters. This is a true reflection of an
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average Nigerian who will go for accommodation that is far above his/her income
capacity. They intend to admire and pursue better and large accommodation even
when their income dictates contrary.

Table 10: Chi square test for the relationship between Income Level and Amount Paid for
Residential Units

Rent paid level of income

less than 20000- 51000- | 81000- 12100- | 151000-
N20,000 | 50000 80000 12000 15000 above Total

30,000 -50,000 | 54(20.3)) | 10(10.3) | 15(13.3 | 12(17.6) | 9(19.9) | 4(22.59) | 104

60,000 80,000 | 7(9.1) | 9(.7) 13(125) | 15(16.6) | 23(18.8) | 31(21.3) | 98

90,000-120,000 | 0(16.9) | 12(8.6) | 12(11.1) | 20(14.73) | 20(16.7) | 23(18.9) | 87

150,000 — 200,000 | O(4.7) 0(2.4) 031 |61 8(46) |106.2) |24

Total 61 31 40 53 60 68 313
55.9 0.01 0.19 2.6 13.2 15.3
1.7 0.05 0.02 2.56 0.8 4.4
16.9 0.96 0.1 14 0.5 0.9
4.7 2.4 3.1 0.6 14 4.4

X 2-calculated 139.2

Degree of freedom | 15

X 2-tabulated 24.99

CONCLUSION

The study highlighted bad economic condition, frequent rent review,
deteriorating dwelling unit features and lack of proper budget as most important
factors responsible for rent in arrears across neighborhoods in the study area. The
study further discovered a fair evidence of relationship among the factors responsible
for rent arrears. There is evidence of variation among the factors responsible for rent
arrears across the areas and the study also found that there is no relationship between
income level of renters and amount paid as rent / type of residential accommodation
occupied. Also, frequent renovation and maintenance of residential units have been
observed to serve as motivation to renters to pay rent regularly, otherwise rent in
arrears may result. Furthermore, prioritizing household needs is essential in order to
avoid rent arrears. Lastly, it is recommended that property managers make adequate
insurance provision as hedge against rent default.
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