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Strategic directions and development
prospects of the individual housing
construction market in Russia

The relevance of the issues discussed in this paper is due to the significant growth in demand for individual resi-
dential houses, which necessitates the creation of attractive and favourable conditions for all market participants.
Major construction companies are actively developing the segment of individual housing construction (IHC), while
small enterprises, due to the relatively low entry threshold, are rapidly entering this market. However, the lack
of clear rules and regulatory mechanisms complicates long-term planning and the implementation of IHC pro-
jects. This paper examines the key aspects and prospects for the development of the individual housing con-
struction market in Russia. Special attention is given to the legislative framework, particularly the draft federal
law No. 471420-8 “Construction of Residential Houses under Construction Contracts Using Escrow Accounts”,
which aims to create a legal foundation for the development of the IHC market, as well as GOST R 71392-2024
“Green” Standards. “Green” Individual Housing Construction. Methodology of Assessment and Criteria for De-
sign, Construction, and Operation”.
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t the current stage of development of the con-
Astruction sector in Russia, the market for indi-

vidual housing construction (IHC) is gaining
increasing importance. With the growing demand
from citizens, large developers are actively exploring
this segment. Due to the relatively low entry threshold
(compared to the construction of apartment build-
ings), small companies both new and those not yet
established in the market rapidly appear.

Among the key issues facing the IHC market at
the current stage of development are the following:
first, how to create a transparent and predictable IHC
market that meets the requirements of all market par-
ticipants (including the state, business, and consum-
ers); and second, how to develop an effective finan-
cial model for the sustainable development of
the sector, which will allow for medium and long-term
planning'. Solving these issues has not only practical
but also scientific significance, as it contributes to
the formation of theoretical foundations for the further
development and optimization of mechanisms for
regulating and financing the IHC market?. While
the second issue, concerning the development of
a financial model, is natural for market economy con-
ditions and will likely find its solution in the course of
natural development, the first issue requires active
participation and regulation by the state.

By “transparency and predictability” of the IHC
market, it is primarily understood as the ability to
forecast the volumes of individual housing con-
struction and analyze the market growth potential.
This includes forecasting the number of square me-
ters built annually and assessing how much ready

housing can be constructed in the future (for a plan-
ning period of 5-10 years or more).

For example, by the end of 2023, the volume of
private house construction exceeded the volume of
apartment construction by 13 %. However, despite
this growth, the supply still does not fully meet
the demand in the market®. According to analysts
from M2 agency, the potential demand is 14 million
houses, while only 440 thousand houses are built
annually. This significant gap between supply and
demand underscores the need to develop and im-
plement strategies aimed at stimulating construc-
tion and meeting the population's needs.

The leading regions in the commissioning of in-
dividual housing construction projects in 2023 con-
tinue to hold their positions in 2024. Last year,
growth in individual house construction was record-
ed in the North Caucasus, Siberian, Ural, Southern,
and Far Eastern federal districts. A slight decline in
construction rates was observed in the Central,
North-Western, and Volga federal districts. Never-
theless, these regions remain leaders in terms of
square meters commissioned. Specifically, the Cen-
tral Federal District accounted for over 28 % of all
areas commissioned in Russia in 2023*.

Analysts' forecasts indicate that in 2024, the ter-
ritorial dynamics of private house commissioning
will contribute to increased demand for country
houses, which will be facilitated by the development
of local tourism and increased interest in living out-
side large cities.

Meanwhile, the share of IHC in the mortgage
portfolio is increasing due to outstripping growth

1 Official website of the Federation of Individual Housing Construction. URL: https:/federationigs.ru/ (Accessed: 21 July 2024).
2 Housing in Russia. 2022 : statistical collection, Rosstat. Moscow, 2023; 83. URL: torage/mediabank/Jil_hoz_2022.pdf
3 Official website of the Ministry of Construction, Housing, and Utilities of the Russian Federation. URL: http://www.minstroyrf.ru/ (Ac-

cessed: 14 April 2024).

4 Unified Information System in Construction. Housing input in 2023. URL: https://HatLw.noM.pd/aHannTika/BBoa_Xunbs
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Fig. 1. Overview of the mortgage housing lending market 2022—-2024

rates of lending in this segment. According to the Bank of Russia,
in 2023, the total mortgage portfolio grew by 53 % in terms of
the number of loans and 62 % in terms of the amount of funds is-
sued, while the IHC segment grew 2 and 2.3 times, respectively,
over the same period (Fig. 1).

The median age of a borrower in the IHC segment is 38 years
(Fig. 2). As a rule, suburban real estate is purchased by families
with an income level not lower than average. At the same time,
the population's solvency improved in 2023 (according to Rosstat,
the growth of real disposable monetary incomes of the country's
population was 5.4 %).

According to analytical data from DOM.RF, more than 16 % of
the total volume of mortgage financing was directed to the pur-
chase and construction of IHC facilities in 2023 (5 percentage
points more compared to 2022). The average transaction cost in
Moscow and the Moscow region increased by 8 % in the new build-
ing segment, 12 % in the secondary market, and 18 % in the IHC
segment (data for 2023). The analysis of current trends and
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statistical data in the real estate market indicates high investment
attractiveness and development prospects of the individual con-
struction market®.

The most important aspect of state regulation of the individual
housing construction market is adherence to the principle of “do no
harm to business while maximally protecting the consumer”. This
involves implementing a soft control system whose main task is pre-
ventive control to prevent unfinished construction and the erection
of low-quality houses that do not meet current standards and regu-
lations (SNiP, CP, etc.). The scientific significance of this approach
lies in the development and improvement of regulatory mechanisms
capable of ensuring a balance between stimulating economic ac-
tivity in the construction sector and protecting the interests of end
consumers.

From a business perspective, the clarity and predictability of
the IHC market can be expressed by the phrase: “Explain the rules
to us, and we will find ways to develop”. Large companies capable
of investing significant funds cannot do so due to the lack of clear
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Fig. 2. Median age of a borrower in the IHC segment

5 Unified Resource of Developers. URL: https://erzrf.ru/news/
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and transparent rules. Consequently, the sooner these rules are
established, the faster the market will grow and develop.

One of the most promising tools for solving these problems is
the use of escrow accounts in the construction of individual houses.
Currently, the use of escrow accounts is being implemented in a pi-
lot mode, relying on the experience of multi-apartment housing con-
struction [1]. This mechanism ensures transaction security and
guarantees that houses will be completed and meet standards.

Currently, the draft federal law No. 471420-8 “Construction of
residential houses under construction contracts using escrow ac-
counts” is actively being discussed and has been adopted in
the first reading®. This law has a framework character and provides
market participants with the opportunity to adapt to new rules. How-
ever, for successful implementation, additional measures are need-
ed, such as including the concept of “IHC project documentation”
along with “house kits” and “standard project documentation” for
the transition period. This will avoid legal uncertainty and simplify
the law's application. Conducting a large-scale information cam-
paign aimed at explaining the processes and benefits of introduc-
ing escrow accounts is necessary to increase potential consumers'
awareness of the security and reliability of this mechanism. Inform-
ing citizens about the benefits of using escrow accounts strength-
ens confidence in the individual housing construction market, which
in turn stimulates demand and investment in this sector [2]. Addi-
tionally, conducting information campaigns helps reduce risks as-
sociated with misunderstandings and underestimation of the impor-
tance of escrow accounts, which is essential for preventing possible
negative consequences in the implementation of construction proj-
ects. The analysis and evaluation of the effectiveness of such com-
panies provide valuable information for further research in the field
of marketing communications and project management in the con-
struction industry [3]. Ultimately, successful information support is
an integral element of a comprehensive approach to the develop-
ment of the IHC market, integrating scientific achievements and
practical solutions for the sector's sustainable growth.

Another significant step in the development of the individual
housing construction market in Russia was the approval of the green
standard for the construction of private houses — GOST R 71392-
2024’. This standard, introduced on August 1, 2024, is developed
considering international systems like LEED and BREEAM, as well as
the green GOAST R 70346-20228 for apartment buildings and
the comprehensive territorial development standard “DOM.RF"°.

The new GOST R for IHC provides developers with an assess-
ment methodology and criteria for designing, constructing, and
operating environmentally sustainable private houses. The stand-
ard aims to improve the energy efficiency and sustainability of
the buildings, enhance living quality, and reduce the negative im-
pact on the environment [4]. The application of this standard by
developers is already possible, which will accelerate the introduc-
tion of environmentally sustainable practices in individual house
construction. The “green” standard includes eight assessment cat-
egories covering various aspects of environmental sustainability
and comfort, namely:

e architecture;

* environmental safety and site organization;

e infrastructure;

© o N O

e construction organization and management;

e comfort and quality of the indoor environment;

¢ energy efficiency and atmosphere;

® building engineering support;

e material quality and resource efficiency;

e waste production and consumption.

Depending on the number of criteria met, an IHC project will
receive one of three ratings: “gold”, “silver”, or “bronze”. A project
can score a maximum of 90 points. To achieve the highest “gold”
rating, at least 63 points are required; “silver” is awarded for
54 points, and “bronze” for meeting the basic criteria. A key criteri-
on for meeting the minimum “bronze” rating is the ability for year-
round living in an individual house, requiring connection to water
supply, sewage, gas supply, and electrical networks.

The introduction of the “green” standard GOST R 71392-2024,
focused on environmental sustainability and energy efficiency,
opens new opportunities for improving construction quality and liv-
ing conditions. This standard, developed based on best interna-
tional practices, contributes not only to reducing the negative im-
pact on the environment but also to increasing consumer
confidence in the IHC market.

Additionally, DOM.RF® has proactively developed a methodol-
ogy for determining the energy efficiency class of IHC objects. This
methodology considers the thermal energy consumption for heat-
ing, heat supply, ventilation, hot water supply, and the electrical
energy consumption of household appliances, and also promotes
the determination of necessary measures to improve the energy ef-
ficiency of a residential house. The system can also account for
renewable energy generation in the building's energy balance (if
available).

The development and approval of the green standard GOST R
71392-2024" are crucial for the development of the IHC market in
Russia. Firstly, it promotes a higher level of environmental responsi-
bility among developers and encourages the use of innovative tech-
nologies and materials. Secondly, the standardization of green con-
struction increases consumer confidence in new housing, boosting
demand for environmentally sustainable houses. Finally, it improves
the quality of life for residents, reducing utility costs and providing
healthier living conditions.

It is worth noting separately that the application of the green
standard for individual housing construction (IHC) is intended to im-
prove the quality of construction and living in suburban areas, as well
as to reduce energy resource costs [5]. Russian Deputy Prime Min-
ister Marat Khusnullin noted: “The application of the new national
standard in the construction of individual residential houses will en-
hance the quality and comfort of living in private houses, reduce en-
ergy costs, and decrease the need for new generating capacities,
which will positively impact the environment”. Additionally, the imple-
mentation of this standard will give a new impetus to the development
of transport and social infrastructure in suburban areas.

Currently, green construction in the Russian Federation is at
the initial stage of its development. For example, in countries such
as the USA, green projects occupy about 20 % of the market, and
in Europe, this figure is approximately 15 %, while in Russia, green
construction accounts for no more than 2 %. This creates a promis-
ing field for further development towards the greening of

List of instructions following the meeting with members of the Government. URL: http://www.kremlin.ru/acts/assignments/orders/56012 (Accessed: 20 July 2024).
GOST R 71392-2024. “Green” standards. “Green” individual housing construction. Methodology for assessment and criteria for design, construction, and operation.
GOAST R 70346-2022. “Green” standard. “Green” residential building. Assessment method and criteria for design, construction and maintenance.

The comprehensive territorial development standard “DOM.RF”. URL: tandards/printsipy-kompleksnogo-razvitiya-territoriy/
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Fig. 3. Survey results on developer willingness to apply Green
building standards in Russia

construction [6]. One of the main constraining factors for increasing
the volume of green construction (including industrial construction)
is the high cost of certification. Often, developers in Russia con-
sider the costs of certification to be unjustified. Moreover, high-
tech, environmentally friendly building materials that meet green
standards significantly increase the investment cost of a project [7].

According to a sociological survey of developers, most re-
spondents (42.2 %) expressed their willingness to implement
the principles of green construction provided that the state com-
pensates for additional costs through tax incentives or preferential
credit terms. Another 31.3 % of survey participants noted that they
would definitely implement environmentally sustainable practices
and ESG principles, while 26.5 % of developers reported their un-
preparedness to transition to green construction (Fig. 3).

At DOM.RPF?, it is believed that meeting the requirements of
the green GOST for mass development will not lead to a significant
increase in project costs, as confirmed by pilot projects [8]. Although
green standard construction has not yet become widespread, such
houses will significantly differ from many existing standards, offering
improved environmental and energy characteristics [9]. Therefore,

CTpaTequeCKMe HanpasJeHus

N nepcnekTuBbl pa3BUTUA PbIHKa
nHOnBMAyasbHoOro XuanwHoro
cTpouTenbCTBa B Poccumn

AKTyanbHOCTb pacCMOTPEHHOWN B cTaTbe Mpo6remMatuku 06-
yCINoBNEeHa 3Ha4ynTeNbHbIM POCTOM CMpoca Ha MHAUBUAYanb-
Hble Xunble AoMa, YTO TpebyeT co3aaHns NpuBReKaTenbHbIX
N BbIFOAHbIX YCIIOBUIA AN BCEX YHACTHUKOB pbiHKa. KpynHble
CTpOUTESbHbIE KOMMaHNM aKTUBHO OCBauBAOT CErMEHT MHAM-
BuayanbHoro xxunuwHoro ctpoutensctea (MXKC), a manblie
npepnpusaTus, 6narogaps OTHOCUTENBHO HU3KOMY MOPOry BXO-
XAEHWUS, CTPEMUTESNBHO BLIXOAAT Ha 3TOT pbiHOK. OAHaKo oT-
CYTCTBME HETKUX MPaBui U perynaTopHbIX MEXaHU3MOB 3aTpya-
HSeT JONrOCPOYHOE MaHNPOBaHWE M peann3aunio NPOeKToB
MXXC. B pamKkax faHHOW cTaTbM pacCMOTpPEHbI Kito4eBble ac-
NeKTbl U NEPCNEKTMBBI PA3BUTUS PbIHKA MHAVBUAYANbHOIO XMW-
nuiHoro cTpouTenscTea B Poccnn. Ocoboe BHUMaHWe yaeneHo
M3Y4EHUIO 3aKOHOAATEeNbHOM 6a3bl, B HaCTHOCTM NpoekTy defe-
panbHoro 3akoHa Ne 471420-8 «O cTpouUTENIbCTBE XMUbIX O0-
MOB M0 JOroBOPam CTPOUTENBHOro NOAPsAa C UCMOMb30BAHNEM
CYETOB 3CKPOY», KOTOPbIA MPU3BaH CO3[aTb NPaBOBYIO OCHOBY
ons pa3sutus poiHka MXKC, a takxe FOCT P 71392-2024 «3e-
neHble» cTaHAapThl. «3eneHoe» UHANBUAYaNbHOE XUIULLHOE

stimulating green construction and implementing the green GOST is
a relevant issue for the development of the IHC market in Russia.

A comprehensive approach, including legislative and financial
initiatives, as well as the adoption of green standards, will ensure
the stable and sustainable development of the individual housing
construction market in Russia.
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