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The development of ‘Affordable housing’ has becoare urgent and important topic of
discussion in China. Unlike in western countrieevehthe social welfare system has been set
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the social welfare systems are still weak in reflatio their large amount of low-income
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and the entry-requirement of real estate marketbath increasingly high; the ‘Affordable
housing’ is therefore very difficult to be develdpgppropriately under this circumstances.

The thesis provides an overview of the developroétdffordable housing’ around the world,

and a brief introduction of the relevant situatiorChina, in order to find out some applicable
policy suggestions for the development of Guangztipts affordable housing market from

such previous experiences. Public housing systen.B. and Sweden has a strength
foundation for many decades, while China is a d®gyiah country with the largest population
in the world, in order to solve the housing problégdhinese government start to implement
public housing policies and establish the ‘publausing system with Chinese style’. The
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1. Introduction

1.1 Affordable Housing

The house provides a ‘necessary foundation’ foryegeople to live during the social actions
and physical actions (Byrne and Diamond, 2007). phee of real estate market became
more unstable since the economy of many countne®ased dramatically after World War

Il. House became ‘more expensive’ in many countfiesn the beginning of 21st century

(Haffner and Boumeester, 2010). There is a gapd®ivihigh-income and low-income group.
For low-income group, to own a comfortable houseab®e one of the unaffordable dreams in
their lives.

Providing affordable housing has become an urgesk tor governments. Today have many
governments around the world realized it and haentplanning to take more actions on it.
The U.S. government, Sweden’s government and Sorgap government, for examples,
have carried out many policies to solve the problévallace published a research in 1995
that analyzed the affordable housing gap in US Indg focusing on the federal financial
support and the rules of “for-profit and non-profégencies (Sirmans and Mecphenson,
2003).

There is no official definition of ‘affordable hauag' yet, but there is a wide acceptable
definition about the ‘target group’ of ‘affordableousing that was defined by James E.
Wallace: If a family’s total monthly cost is ledsah 30% of householder’s income (United
States life cost level), the affordable housinggyolould be applicable. Different countries
have difference affordable housing policies; in &mnand United States, local governments
seem firmly committed to increasing the availapilif affordable housing through a variety
of innovative subsidy programs; In China, affor@atthousing involves the national
construction program and organized by the reatestapartment of province government to
provide a suitable housing environment for the loaeme families.

The development history of affordable housing shbweat western countries and eastern
countries are in different situations and cannatrshthe same policies. The affordable
housing system development started very early 81 @nd Europe, but in Asian countries, it
started from the middle of $0century. Some of the high developed countries aeds in
Asia like Singapore and Hong Kong started theiomfible housing project from 1950s,
which was quire early in Asian area. In the rectades China government made very hard
efforts to develop affordable housing for the lowome householders in order to keep the
growth of society stable.

1.2 Purpose and Research Questions

The main purpose of this thesis is to find out sapplicable suggestions and policies for the
development of Guangzhou City’s affordable housimagket by comparing and analyzing the
relevant experiences from other countries and areas



Many successful policies and development expergentdoth western and eastern countries
are introduced first. In order to find out if suekperiences can be applied also in the market
of Guangzhou City, the thesis analyzes the pogslilby comparing the backgrounds,
policies implement and other circumstances.

The thesis also analyzes the current situationu#ngzhou City’s development. It indicates
both potentials and challenges that could help Hwhgovernment and potential investors to
have a basic understanding of the affordable hgusmarket and its possible developing
directions in the future.

The thesis mainly focuses on answering the questidnout Guangzhou City below: Why is
difficult for young householder to enter real estatarket in Guangzhou City? What are the
challenges for government to develop this marketRyWs it so important to develop
affordable housing in order to achieve sustainaeteelopment target in real estate market
growth? What are the alternative options for gowent to solve the conflict in affordable
housing development process?

1.3 Structure and Methodology

Structure

A literature review of ‘Affordable housing’ fieldsiright after this introduction. In this part,
many previous works and key findings are descrilsdj it also refers some housing
sustainable theories.

The next part is a brief overview of the globaloaffable housing development, which
includes the experiences of Europe (Sweden foams), U.S., and Asian cities (Singapore
& Hong Kong for instance). For each area, an evalnaf the local policy is also carried out.

The third part is an introduction of China’s cutréousing policy which has great influence
to the Guangzhou local housing market.

An overview of the Guangzhou's local real estatekeiaand the housing development is
presented in the fourth section.

The last part is an analysis that mentioned inmbthodologysection.

Methodology

A questionnaire is used to investigate the markéierof housing and the average income of
household in different target group in Guangzhouy.CiThe questionnaires sent to

acquaintance friends who are working in real estab®peration and hospital. This

observation group is the young household, they tbeerealistic and directly experience

about Guangzhou housing status.

The first part of the questionnaire is about theremt housing status of the household. The
questions in this part are aim to get the infororatibout the current living status of different
households, including the location, living spacensumption level, the way to get relevant



market information and so on. The second part uglthe ideal housing status of the
household. In this part, there are more detailsualtbe householders’ favor living
environment, affordable housing price level, thiecion between commercial housing and
affordable housing and so on. The next part is tibental housing, because most of the
householder will choose to rent a house as tempdirang place before they can afford to
buy their own houses. In this part, we can know ih®@rmation about the different
requirements between rental house and ownershigehimu householders. The fourth part is
about the opinions of householder to the local esthte market. The last part is about the
personal information and background.

After collecting and sorting the information froimet questionnaire, an analysis is carried out
by three steps below:

1. According to the information that collected fronethuestionnaire, we can calculate
how many years would an average-leveled househélel tb save the down-payment
for a house in general situation, and how manysy/@auld be taken to finish all the
payments of a house.

2. Carrying out different scenario analyses to analymd under which circumstances
that the period length of the housing payment cddshortened, and how much it
could be shortened. In this step, the interest, rdtevn-payment rate, and other
variables would be changed in different scenarios.

3. According to both the calculate results and thermftion from the questionnaire, an
ideal and reasonable period length of the housaygnent would be set up at last.

1.4 Limitation

This research is based on current economic fagioiGuangzhou real estate market, by
assuming that polity and environment conditionsl widt change during this researching

period. Since many market conditions are not inetlioh this research, the analysis result can
only be used in the similar cities like Guangzh8Buppose the internal and external economy
factors in real estate market can be observed @tigied.

Guangzhou is one of the developed cities in Clbho&jt has many particular factors which is
very hard to be found in other cities, for examgl@ntonese’s consumption habit, culture
background, and life style. Under this differenit® concept ‘house ownership achievement’
is means residents completely have the house ohipaight, no arrearage, and no ownership
segmentation, in a word is ‘full house ownersh{ph the other side, the observation group is
not much enough to reflect all the problems in ayisnarket of Guangzhou City.

This research can be suitable used for Guangzheergment polities making and implement,
but has confine to apply for other city governménts very difficult to have the ambitious
that provide the perfect policies measure to sthieehousing problems completely.



2. Literatures Review

2.1 Issues in Affordable Housing Development

Human development is always together with urbarelbgment. Urbanization comes from
human activities that gathering for food distritjtdiving collection and infrastructure
providing in order to make a better environment fimman survival. Moreover, housing
expansion is the symbol of urban development becaosising is the central needed to the
social and economic development for everyone (Bwmek Diamond, 2007).

With city rapid growth, more and more people movectity and as the consequence city
turned to be crowded. Housing is one of the basexds of human living, the same important
as the food, it provide a privacy and security eléar people to live in (Sheng and Mehta,
2008). When large number of people living in cigchme more competition, the demand to
housing will increase then the gap between houdemand and supply will enlarge if the
construction speed is lower than housing demanegasing. The young households and low-
income households have the lower competition p@mermay be they will become homeless
because it is difficult for them to enter the hagsmarket. If the homeless households status
get worse the stable of urban development cannobbgnue.

In order to keep the urban stability and sustamapobwth, the city government has to make
some measures to help the young and low-incomeeholds to enter the housing market.
Sheng and Mehta pointed out that housing is a ‘mungdt’; no government can ignore this
important right to the citizen (Sheng and MehtaQ&0 Schmidt and Budinich provided a
framework for government to deal with the housimgbtem during the urban development
for the young and low-income households. Governnigkes actions to service young and
low-income households through analyzing the valu&ires in housing market (Schmidt and
Budinich, 2007). Among government actions, policlesse the direct effect on housing
market and the efficiency of the protection to ypamd low-income household rights.

2.2 Homeownership Achievement

Improving living environment for households hasmaegyovernment policy since many years
ago, the European countries and United State hatk ri@me ownership program to make
people living better. But the goal of ‘living battés not only can they afford themselves a
house to live but also can they have jobs, subatamicomes, security protections and
pension fund supports, therefore they do not needdrry the rest of their lives. After
analyzed the Europe’s current living status acewydio the Europe’s previous home
ownership experiences, Doling and Shorshewood (2f@@®d out that home ownership will
be affected by both the welfare system and ther lataoket.

The U.S. had made some achievements in public hertter since World War 2, and many
governments from other countries would like to hetite experience from U.S. to solve their
own problems. Weesep and Priemus’s lecture poioigdan obviously lesson that the

privatization do not solve all the problems in tmeusing development process. They also
found out that based on the American tradition, ghblic housing became the benefit for
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‘Euro-American’ group, with the housing program iempent, and government moved
housing subsidy program from construction subsidghé rental subsidy.

China is the biggest developing country in the aioWith rapid economic growth and speedy
expanding pollution emissions, China has been ipgelst polluter. The good way for China
to reduce pollution emission is to choose the susitde development pattern when they
develop countries economic. Housing industry i®gy ymportant part of China economy. In
the past decades in China, housing industry hasveshdhe great distribution in China’s
economic development; especially residential bngdhas made “a new growth point of
national economy” (Sun, 2008:6). As an essentiat p& China economic development,
housing sustainable development has a positivelaavent.

Many researchers start from the housing policy ésearch the national housing status.
National housing policy makers establish the haygialicy framework according to country
housing problem. Many researchers and governorseraidof research on housing policy
making process in order to shape suitable city ingudevelopment course. Policy making is
complicated and take time process as a ‘dilemmaar(@nd, 2010). Different cities have
different policy dilemma, some cities have the hidgnsity but less economy development
level like Guangzhou, some cities are in developekl and housing policy involve
migration problem like Singapore.

Whatever in developing city or developed city tifilrmable housing policy is often used to

solve the housing problem like to inhibit the e)stes growth of commercial housing price,

and to help the low-income households to own theimses. However, like other policies,

affordable housing policy not only has the advaathgt also disadvantage. The particular
case is the America affordable housing crisis whghhe result from the increasing of

housing cost cannot provide enough affordable imgugd huge households (Jois, 2007). In
order to make the growth of the housing marketbestable, the local government, on the
one hand, can provide some preferential tax-pofiapport and financial support to the

constructor or locates the affordable housing otoje the suburb area where the land cost
less, therefore the total cost of the affordablasivtg project would be lower; on the other

hand, make the housing market enter level for theihcome households to be lower, and
also provide them financial supports, so that ih caeate a stable and sustainable
development for the housing market and the society.
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3. Global Affordable Housing

3.1 Overview of global affordable housing

3.1.1 Definition and Characteristic

Affordable housing is one part of the housing markevestern developed countries as well
as in eastern developing countries. The so calbedihg is the house that built for residential
use which provides basically private and secureepfar people to live in. There are many
different ways to classified housing, for examplegording the provided party standard, these
are commercial housing and public housing; accgrdmn the business standard, there are
general commercial housing and low-profit housiaggcording to the customers standard,
there are social housing and business housing.iktpis not only has the characteristics of
commercial profit but social security protectionffgkdable housing is an important part of
social housing security protection, provided byalagovernment to the customers who is low-
income household or has lower competition powersatial market. Many countries’
government use affordable housing policy to orgatle social security system.

The definition of affordable housing can be founditicle that written by Iglesias:

“Affordable housing” is defined as housing thatiégally restricted for the use of persons or
households who meet specific income requirements.

The ‘Affordable housing’ that is used in this tleesan be exactly understood as the definition
above. Moreover, affordable housing is providedm@anized by central or local government
to the low-income households and the people whddssscompetition in housing market.

The characteristics of affordable housing can lmersarized as follow:

1. Government involving. As the main provider of affable housing is not commercial
real estate developers but the governments, atitedaousing project is planned by
the government including the location, housing typeélding standards and the level
of house price.

2. Consumers are fixed. There has limitation for tfierdable housing consumers, like
low-income crowd. Government has the principles dfiordable housing purchase,
like family members, income level and backgrounchbuld be noted that affordable
housing market is opened to specific consumers.

3. Complicated applicant selection. In general speagkithe number of affordable
housing supply is less than the demand, becatise gupply is higher than demand, it
will fall down the housing price and affect the aqoercial housing market.

3.1.2 Social Welfare Economic Theory

Adam Smith is generally considered the firstly eesber of welfare economics. His book
‘wealth of nations’ presents the ‘invisible handyplothesis emphasize the important of
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market efficiency to distribute the social resouarel the market can promote both of ‘self-
interest’ and social wealth increasing.

The other researcher Arthur Cecil Pigou had deesldhe welfare economics that focus on
private and social wealth, he pointed out that m&tkas shortage ‘market failures’ will

destroy social fair competition and suggest govemmmcan correct the market failures
through tax and subsidy policies. His book ‘welfageonomics’ presents the welfare
economics theory systematically. Pigovian taxesiclwvlis ‘taxes used to correct negative
externalities, are named in his hohdwikipedia, 2010). The core of Pigou's welfare
economics is government should collect tax fromribleer, then subsidies the tax to support
the poor. Pigou emphasize the important of marlestabse the ‘invisible hand’, and the
market can achieve resource distribution with f@é81 While another economist John
Maynard Keynes has different views about Employmietgrest and money supply in market
system.

John Maynard Keynes made the proposition that asing the scale of social security is one
part of government spending. He advocated goverhstesuld involve in country economy

administration, it is possible to make balance leetwricher and poor in the social welfare
distribution through tax adjustment by governmd&®ynes made comment that market itself
could not work very well for people without the g@oement manager, government can
manage market with political, such as, tax policiesarket operation roles and other
regulations .

According to Pigou and Keynes’s theories, thereta different ways to distribute social

welfare, one is more emphasize ‘equality’ that gwatizen could share the social welfare,
and it would be the government who pay for thezeitis welfare expenditures like public

health insurance and education cost, etc, theaypikample of this pattern of welfare system
is Sweden welfare system, it is therefore called€&@ish Model”; the other one based more
on ‘federal welfare distribution’, peoples haveb®responsible for their own living and some
welfare cost, like health insurance, education ,chsusing, etc, and government would
provide subsidies to low-income households, lik8.U.

3.1.3 Problems and Challenges

Both developing and developed countries have haduatypes of public housing systems to
help low-income households. But some problems happeared during the housing

development process. First, the queue of the g is so long, it will take some years for
some families. For developing countries, it ididifit to make selection because the lack of
applicant information.

3.1.4 Argument

The arguments between advantage and disadvantagffooflable housing have been in
existence for decades. Some researchers believahthaaffordable housing is helpful to
protect the living right of low-income household&ffordable housing is provided by
government, many low-income households can have twen house. But another view
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believe that affordable housing is management yegonent, including the price decision
which will impact the commercial housing, destrbg freedom on housing transfer market.

3.2 The development of Social Housing in Sweden

History and background

Kingdom of Sweden located in north of European, tthied large country in the European
Union with the 450.295 square kilometers area a88 fillion population (calculated in July,
2010). Nearly 85 percent of Swedish live in urbaeaa, especially the capital Stockholm
with 22 percent of country population. Basicallyyeslen has the low population density in
the world with 21 inhabitants per square kilomaétesverage (Wikipedia, 2010).

Sweden is a constitution monarchy country withKkimgy or queen is the head commander of
country and armed forces only perform ceremoniatfions. Parliament is the law and policy

maker of the country, has 350 members voted byrgeakection since 1970 in a single house
(Donner, 2000). Government is the administrativelyoted by a prime minister and take

responsibility for the parliament. The courts dre main body of the Sweden judicial system.
These three parts are independent without interéerérom each other.

Economy issues

The private commercial economy and public economiy lexisting in Sweden’s economic
system, this ‘mixed economy’ achieved a high dgvetblevel aided by three main natural
resources: timber, hydropower and iron ore (Wikiped010). Sweden economy successful is
well known for high-tech industry and national vee# benefit. The characteristic of Swedish
welfare model was mainly government expenditurpublic sector, about 60 percent of GDP,
which include providing work opportunity for worlkerwield range of insurance and old-age
pensions.

The growth of Sweden economy has been stable andftation rate has been low during the
past 20 years. But inflation once was a problenth&n 1980s when government could not
afford the huge volume of public expenditures dredbdudget was seriously in deficit.

The growth of Swedish economy based on the expoension. The government advocated
opening the market and free-trading among intesnati business. Since 1991, the Swedish
government has given up the quota system. Moreafter, Sweden joined the EU, except the
traditional policy alcohol national franchise, irapient ‘EU Non-Tariff Measures’ to reduce
trade restrictions. The main trading partners oé&wn are Germany, Britain, U.S. and Nordic
countries. In recent years, the export of Swederéigid development especially in Asia area.
Sweden has 132.8 billion U.S dollar export volume2D09, including machinery, motor
vehicles, paper products and chemical and so okipédia, 2010).

Affordable Housing Policies

As a typical welfare benefit country, Sweden haompleted and clear affordable housing
policy to support the low-income households, bigpfaes, retire and workless people. One of
the public housing characteristics of Sweden haguginlicy is that government policies are
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not only provide public housing for low-income hebsld but try to create a living
environment for them with less different between-lacome and high-income households.

The proportion of the public houses that are depedoby Sweden’s government or by both
the government and other develop companies thalhbuses as a total is around 2/3 of rental
housing, which is really a high percentage comparinother western countries. The average
living space of Swedish is 41 square meters, tlae ltwo rooms in average level, and 93.1%
housing with bathroom, and 97.5% housing with @@rtieating system, all of these showed
Sweden is one of the highest housing standard wesnin the world. But all of these
achievements came after a long time difficult pcactin Sweden housing development
process.

From 1920s to 1930s, Sweden experienced a larde acahort of housing supply’ as same
as other developed countries. In the later 193 Atbusehold living in Stockholm only has
one room space or less in average, moreover therdotnof percentage were became to
homeless. In this rough situation, Sweden govemrset variety housing policies some of
them are still working today. The cores of thesdicfs included: government take

responsibility to make the long term country hogsiievelopment plan, adopt a positive land
policy to reduce housing development cost to irsgdaousing construction, monitoring the
price changing between the reasonable levels irsihgumarket, provide variety tax and

financial support for subsidy or direct subsidyaw-income and retire people.

From 1960s, government made the ambitious strakdjjon Program (Mijionprogrammet)’
for the purpose of providing one million new hou$asdifferent groups of households. The
famous government program had successful solvedstiat of housing supply’ social
problem from 1965 to 1974, after this period, goweent policies concentrated on upgrade
the housing quality and better living environment.

Comments on Sweden’s Social Housing Policy

After World War 1l, Sweden’s government initiatecany policies in order to achieve their

housing goals: one is ‘to rationalize and increaseising production in order to rise

significantly the average housing standard’; arel ghcond goal is “to equalize greatly the
distribution of housing consumption’. The generaligges of Swedish housing are framed by
the state, and local government responsible forlampnt, such as, determined how to
allocate the social housing to low-income group aetire people. On the one hand,
affordable housing policy of Sweden is based orvérg strong social welfare system and the
government provided full financial support to tleevtincome group to own their house. But
on the other hand, the huge amount of subsidygmsrnment spending a lot until the reisis
around 1990.

3.3 The development of Public Housing in United Sta
History and background

U.S. has the largest national economy in the wadtlthas the solid market foundation and
strong growth power. Due to the economy boomingeAcan government has the capital to
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develop large-scale construction project. In 198@merican housing market had rapid
development, the investment of house account 6®8%icof GDP. In American, the core of
housing policy include two main parts, one is emaga the affordable housing project, the
other is provide financial support to the low-inarmousehold to own their house. Those
policies achieved the ambitious government strateghat are economy and social stable

development. Actually, the American housing pokcieave the long time development
process.

Affordable Housing Policy

There are many households in U.S. are homeowrerd)dmeownership rate have increased
for almost all groups in recent decades (Quigly Baghael).

In 1937, ‘American Housing Act’ was put into praeti which marked the American

government began to change the way of managenamtifrdirectly management to directly
control management. As a corresponding changirege sjovernment policy moved the
housing support subsidies from mid-income householtbw-income household, then the
scale of public housing had been extend more amé @mffordable housing were built during
that period. In 1949, the famous law in Americamging development history was put in
practice which called the Housing Act 1949, make faderal government should take
responsibility to renewal housing and public hogsim order to keep country prosperity and
stably growth, the government should make practi@gl to solve the housing problems, such
as ‘enact the provisions for low-rent public hogsirslum clearance, farm housing and
housing research’ to provide a health and qualitind environment for every American

household. The main provisions of the Housing Azx9.included:

» Providing federal financing for slum clearance prags that associated with urban
renewal projects in American cities ,

* Increasing authorization for the Federal Housingnmiidistration (FHA) mortgage
insurance

« Extending federal money to build more than 800 0a@6lic housing units and

* Permitting the FHA to provide financing for rurabimeowners.
(Source: Wikipedia 2010)

From the American housing policy development prec#éds obvious that the government of
American really tried hard to solve housing problémn the low-income household. The
characteristics of American public housing included

1. Multiple housing supplies. There are two main hogssupply source, government
direct building project and subsidy commercial hogsdeveloper. From 1930s FHA
started to use government loans and provide sulieidgypport local government to
build public housing. From 1970s, the local goveents reduce the direct building
housing project but increase sustentation fundtiercommercial housing developer
to develop affordable housing and low-rent housifgr those housing developers,
government provide tax free or low taxable, lowenest loan, low-price land using fee
for them to reduce the development cost.
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2. Rental price control and subsidy. Governmental ubhothe legislation to limit the
public housing rental price increasing unreasongirlee increase about 2% to 5% per
year. Housing rent account 25% of housing dispesabincome. American
government provides 4 ways of subsidy: tax subgielytal subsidy, cash subsidy and
hosing coupon.

3. Financial support. Government proved financial supfor low-income household to
purchase housing. For example: low-interest and)-term loan guarantees, tax
subsidy.

Comments on U.S. Public Housing Policy

The U.S. has the highest proportion of privatelyned housing in the world; the housing
policy is an important part of national public pyli The core of this housing policy is to help
low-income group to purchase their owned house.

Weesep and Priemus had realized some ‘lessons’ tk@&ngovernment’s efforts to make the
implement in order to improve the ‘housing and fiyiconditions of the nation’s poor’
(Priemus, 1999). As a research result they foundrau‘privatizations of housing’ could not
settle all the problems in the development of hogigirocess. But keep making housing
policy innovation is the successfully tips for Ugdvernment to make reforms to improve the
living status for low-income group.

3.4 The development of Public Housing in Singapore

History and background

Singapore is a newly industrialized country witlke famous nickname of ‘garden city'. Since
1964, the Singapore government has introduced traeHownership for the People Scheme
to help the group of low-income people to rent orghase a public house for their family.
Four years later, the government allowed peoplé tiseir Central Provident Fund (CPF) to
be the down payment as part of their housing pwiogafee. More and more people in
Singapore had own their house, since owning a houss not a difficult thing for
them. Housing and development board (HDB)is theregument departure formed to
response implement the public housing scheme imgjuchanage the new housing planning
and development process and allocation the lowdensing to people needed. The Public
Housing Scheme of Singapore is one of the mostessfial examples of affordable housing
production in the world. More and more countrigsto learn the experience from Singapore
public housing scheme to solve the housing devedmpiproblem in their countries.

Public Housing Policy

The truth is housing situation in Singapore thabt® than 80% of Singapore's population
lived in HDB flats, with 95% of them owning theirlHB flat’. This achievement based on the
housing policies of Singapore are concentratedaiveshousing problem for residents and
formed social wild sense that ‘everyone has thétrigf adequate housing’. Under these
housing development strategies of government gettiingapore achieved more than one
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time successful but make the national housing sudile development. More successful
facts in detail from Global Urban Development Magaz

‘Some 85 per cent of Singapore’s resident poputatiees in public housing. More than
850,000 housing units in 23 new towns have beesteated. While the poor elsewhere are
homeless, the poorest 20 per cent of househol@nigapore have equal access to housing
resources, albeit public housing and many are hammeos. The proportions bear witness to
the realization of housing rights'.

The successful of Singapore Public Housing is eniflem these facts:

1. Stronger government manager. Formed a professiomprafit agency HDB
responsible for the Public Housing Scheme in Singapake sure it shaped up. From
1960 to 1965, about 54430 housing built by HDB tbaltved the housing shortage
problem in during this period effectively. The maaorks of HDB include public
housing planning, designing, constructing, alloagtiselling and renting out. After
1990s, HDB focus on upgrading public housing emuinent and facilities, renewal
the older public housing, research on housing desidpuild suitable housing to fulfill
people need, and so on. Singapore government neaideidy ministering in housing
market, limited the housing speculators enter tlaket to prevent price volatility,
auditing the applicant to fulfill the requiremeritpublic housing purchasing.

2. Establish two different type housing market. Sirgapgovernment used the political
power to separate housing market from one to twe, i public housing market, and
the other is commercial housing market. These miffemarkets have different target
groups. Public housing market has the public hayslow-rent housing, studio
apartment, small size apartment and so on whickhareower housing access level for
household because government made subsidy for thesseholds and housing
developers. The commercial housing market coniagleshouse, best location house,
luxuriance house and so on which suitable for tigh-imcome group or the people
who want to do housing investment.

3. Implement central provident fund policy. Singap@®F policy launched in 1955, it
was clearly states the issues. The working Singsms saved monthly part of 20%
salary to CPF account and their employers alsooresple 20% for monthly
contributions to it. CPF can only use to specifypmse such as medical insurance,
education and housing purchasing.

Comments on Singapore Public Housing policy

The government of Singapore have been launchedtitbehome ownership program’ for
more than 40 years, they have the complete hoymitigy system to protect the living right
of low-income group.'HDB’ flat is the world’s most effective solution forethhousing

problem, many countries and areas would like tonleghe experience from Singapore’s
housing model to solve the housing problem in thein countries.
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3.5 The development of Public Housing in Hong Kong

History and background

Hong Kong is located on the south of China and éotide Shenzhen City over the Shenzhen
River. The area of Hong Kong is 1104 square kil@nebnsists of 200 offshore islands with
the 7.055 million populations. It is one of thelegt density countries or regions in the world.

Hong Kong used to be a colony region of Britain &nsl this colonial experience that make it
has the different political and culture process para to other cities in China. There are
different social class categories according to Bbakl’'s income level.

‘Sandwich Class’ is considered that the income ha$ group is between higher income
groups to lower income groups in social class.

In Hong Kong, the sandwich class is consideredfdingly’s income between $20,000 and
$40,000USD per year. There family group are notlyepoor however they feel need

financial support from the government in the bewignyears, so they can get more income
and life better in the future.

There are three stages in Hong Kong Public Houdewgelopment process. That process can
conclude the changing as from setting the tempaoptage for the huge immigrants to take
more comprehensive the housing policies and cartstru program, from only provided the
rental housing to subsidize household became homewWip, and from built low level
housing to construct modernization public housing.

First stage start from 1950 to 1970, in this periodin of the Hong Kong government
functions were dealing with the large number of igmants and set a mass of housing
program for the low-income residents. In the begigrof 1950s, lots of shanty homes had
been built for homeless, but a terrible fire degtbthousands of its type house, after that,
the public housing policy was launched to be theggle of housing constructed. The
housing policy aims in this stage were upgradingndgj environment for residents,
transferring the residents from shanty homes temta structure high building to make more
space for urban stable development.

Second stage started from 1970s, this period istuh@ing point of Hong Kong Public
Housing development. In 1973, Hong Kong Housinghatty (HA) was established to
responsible for the Home Ownership Scheme, Terutshase Scheme, Sandwich Class
Housing Scheme and Interim Housing. Since then,gHong government introduced a
series of housing policies to standardization thesing market, construction market and the
subsidy funded sector.

Third stage can be considered to be the developmesnit of second stage in the late of
1970s. The government took full implementatiorthaf ‘Home Ownership Scheme’ to speed
up the public housing construction schedule. Assallt more rural housing had rebuilt to be
urban concrete construction, living standard andrenment been obviously improved and
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the quality of public housing are good as commeéfoiaising because government allowed
developers and investors to participate in pulabiesding program.

The successful of Hong Kong public housing modael lsa point out included:

1. Legitimate formed a housing authority HA as the ejpehdence and non-profit
housing agency.

2. Effective financial and governor arrangement.

3. Clear housing policies system.

Affordable housing policy: My Home Purchase Scheme

The Hong Kong Chief executive Donald Tsang hadvdedid his sixth annual policy address
on 13 of Oct 2010. He focused on housing and arcexlia home purchase scheme in which
the governments will subsidies middle-income eanerbuy their own homes. He’s target is
to build 5000 units under the scheme including 180is site in Tsing Yi, if demand proves

to be high, the government could allocate moresgiotuild more flats.

The chief executive also promised that units urtdernew scheme would be affordable. But
he emphases that this home purchase scheme iofi#ils) small and medium-sized flats
only for these ‘sandwich class’ households, if tbhay spend 45 to 50 percent of their income
on rental and also on saving, and also with theedgmotection of rental non-adjustment. He
recommended that the new program is more flexid® thome ownership scheme, as tenants
would be reimbursed half of their net rental paytmseior up to five years to help them
purchase a flat. He is confidence that this newesehwill make easier for middle-income
earners to purchase their own home.

These 5000 flats will be built under my home pusehalan to help the so-called sandwich
class buy their own homes. The idea is that thdl remt their homes until they can save
enough to buy them. First stage of this new schel@8) flats will be provided by 2014,
those who qualify for the scheme can rent thedfat fixed rent for up to five years. They can
chose to buy within a specified time frame the flaty rent or another flat under the plan at
prevailing market price, or a different unit in thevate market. To help them with the down
payment, they can get a subsidy equivalent todfatlfie net rental they have paid during the
tenancy period. The idea is to give tenants timéhilok whether or not to join the housing
market without being troubled by the ups and dowfrtsousing prices.

On poverty relief, the government and the busisessor will each put in 5 billion dollars to
set up a community care fund to giver extra helfnéoneedy beyond what the comprehensive
social security assistance scheme can provide.ihoame earners may qualify for up to 600
dollars a month in transport subsidy. The subsglyvalent to half of the net rental paid may
not be sufficient to cover the down payment in.fllenants must conscientiously build up
savings to meet the down payment and related egpdssurce from TVB report).
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Affordable housing policy: Home Ownership Scheme

Hong Kong has the similar housing scheme as thécpubusing scheme in Singapore that so
called ‘Home Ownership Scheme’ (HOS). HOS is a sstized-sale’ housing program which

been launched in 1970s for the purpose to giveptte a chance to buy or rent a low cost
housing to make their life more stable and better .

Under the HOS, all residents who belong to the ‘tafinition’ low-income group can buy
the house specify by government housing prograr abbut 30 to 40 percent price discount.

Comments

on Hong Kong Public Housing policy

Tablel. The comparing between My Home Purchaserselaad Home Ownership Scheme

Schemes

My Home Purchase Scheme

Home Ownershim&che

Target

Sandwich Class, individual a
families. Applicants with families nee
a household income of no more th
HK$39,000 ($5,006) a month ar
assets of no more than HK$600,0
($77,022).

aAK$27,000 ($3466) for households
ndip to eight people and an asset li
08f HK$530,000 ($68,036).

nbdow-income residents. Applicants &
dsubject to a monthly income limit ¢

nf
of
mit

Type of
housing
proving

5000 no-frills housing

Start from 1970s, as part tbe
government public housing policy
implement for long time.

[0

Conditions

Rent will be set at the market levelk,
will be frozen, for up to five years
During that time tenants may buy t
flat they are renting or another flat
market price, or buy a flat in the priva
market, within a specified time.

bHOS housing market is only open

5.'eligible low-income’ residents. Afte
h8 years, residents allowed to put th
the secondary housi

atouse in

tenarket.

Guarantees

5 The rent will not be increased for fi
years, and that one half of the re
paid will be refunded toward th
purchase of a home, whether it is
unit being rented or another one in {
private market.

nessentially
goremiums charged against the unit
lar
heremium subsidy is essentially a Ig

elhe HOS provides

through

a
lower
hbe time of sale. But this
that needs to be repaid in full

market rate if the owner eventua
sells his unit in the free market.

subsiq
lan

1y

at
d
an
at
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4. Affordable Housing in China

4.1 History and background

China is located in the eastern Asia, in westerRadfific Rim, with the land area 9.6 million
square kilometers and over 1.3 billion populatiohisis the greatest population country
account and the third largest area in the worldpanted 19.5% of world total population and
6.5% of world total land area and medium level opgation density. The administrative
regions in China can be compartmentalized into @¥ipces (including Taiwan Province), 5
autonomous regions, 4 directly administered muaigips and two special administered
regions. The capital city of China is Beijing.

A Beijing economic consultancy (GK Gragonomics) ager, Tom Miller said: it's realistic

to say that within 10 years China will be roughte tsame size as the U.S. economy’ (BBC
report, 2010). Many report investigated that thesgreconomy amount is huge for example,
in 2003, the amount of GDP in China is RMB 1,17lidr ($ 140 billion), but this is not the
fair comparison, for example, the GDP per headhim&is about $4,400, but in U.S., Sweden,
Hong Kong, Singapore are, $37,600, $25,400, $26a00i0524,000 respectively.

4.2 Housing Policy Framework

China Housing Policy
Framework

Housing Supply
System of China

Commercial Government

Housing Supply Security Housing

System Supply System
New Second-hand | | Commercial Affordable Low-rental
Commercial Commercial rental Housing Housing
Housing Housing Housing

Figure 1. The Framework of China Housing Policytsys
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The housing supply system in China consists ofgiatd, commercial housing supply system
and security housing system. The commercial housiaket is opened for the private real
estate developer or buyer, while the social sechousing is opened only for the low-income
group or typical group.

4.3 The Development of Affordable Housing in China

4.3.1 Conception of Affordable Housing

China has an increasing share of urban populagittnduring the last 30 years, typically from
19% in 1998 to 44% in 2006. This is the highestuahrdevelopment speed in the world
(Yamaguchi, 2007). More and more rural workers mwverban to find the job and live in

there. According to the Bureau of Statistics of @hithere are 126 million rural works are
living in urban areas in China in 2005 by comparihg period in 2002. Most of the rural

workers are young people, un-married without higlication. In recent years, many rural
migrant workers planned to stay in urban for loegiqd, 58% and 52% of them work in the
secondary industry and tertiary industry respebtivehey tried to find a job and live in urban

area for the purpose to seek a more comfortabieglienvironment. But the rural migrant

workers are the low income and homeless grougerit tiard for them to have the ownership
house in the recently housing market.

On the one hand, urban areas could not make thre dtéble development without migrant
workers; on the other hand, the migrant worker wouobt live in urban stable without a
ownership house. The government should do sometbimgal with this situation. In 2007,
the government document ‘Approach for Affordableusing Management’ has the definition
to Affordable Housing in China Policy sector:

Affordable Housing is the housing which has theigyobupport and financial subsidy from
the government, follows the particular constructstandard designed by government, fixed
dwelling size and selling price, available to laveéme applicants with the national security
subsidy.

In China, the affordable housing included varietymenents: land supply, source of
construction capital, price setting, and developngpe.

 Land support. Land for the affordable housing camsion is provided by the
government allowance, priority providing with lessno using fee.

» Source of Construction Capital. There are sevemahpels for capital collection to
develop the affordable project, for example, gowent financial budget, enterprise
financial support and Housing Provident Fund.

* Fixed dwelling size and price to sell. In order poevent the influence from
commercial housing market to transfer the housimgaffordable housing market,
affordable housing uses the fixed construction sime price which designed and
evaluated by the government housing departmentsétmlds have the similar status
will be allowanced the same style housing.
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» Development method. Government in charge of therddible housing project bidden
organization and make the decision to the tender.

» Particular applicants. There have the clean apyirements to the applicants, such
as, income level, family members and so on.

4.3.2 Characteristics of Affordable Housing

There are three main characteristics in China défiole housing: affordability, security and
commodity.

Firstly, for most of the moderate income or lowernee households, the affordability is the
most important factor to own a house with typieadtion and construction style. In China,
affordable housing often distinguishes by sevepgreach level according to the location,
size, structure, decorate and so on. The governmeciument ‘Approach for Affordable
Housing Management’ prescribed the profit of afédslé should be lower than 3% of project
developing included development cost and tax. Bogdnd Can (1997) concentrated the
research on local housing affordability problensaaesearch result, they found out several
factors can help to measure the affordability ofiding which are the following three
affordable indicators:

(1) housing cost burden—the proportion of househqlaying over 30% and the proportion
paying over 50% of income in rent; (2) the afforldgabousing stock—the proportion of units
renting for less than the fair market rent; and (Bg rental housing affordability mismatch
ratio—the proportion of housing units relative teetnumber of households in an income
range.

Secondly, affordable housing belongs to the sa®alrity housing that has the function to
solve the housing problem for homeless group arg lecial stable development. Over the
last decade, the government of China introducedynpalicies to achieve these goals in two
main aspects. On the on hand, provided policies famahcial support to the housing
developer, such as, tax discount, low land using, fefficiency construction project
examination, basic public facilities providing. @re other hand, provided financial subsidy
to the low-income house buyers and guide them jotbe reasonable house according their
particular situation. In the housing price magighhperiod, the government even used the
administrative measures to intervene the housingren#o lead the price back to normal level.
All of the measures the government tried were té&earsure the affordable housing can play
the role as it should provide a home for the graach cannot afford the housing.

Thirdly, affordable housing is regarded as a comityaahd can be transferred in the housing
market as the commercial housing. However, affded@ilousing can only be transferred in
the specified housing market and the buyer shoeldol-income household group. The
different between affordable housing and commerfwaising in China are as following:
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Table 2. Difference in commercial housing and afédre housing

Commercial Housing: Affordable Housing
Developer Real Estate Developer Government
Project Fund Private Fund Housing Provident Fund
Construction style High taste living level Basidrig level
Sell type Public sale Qualification Sale

In general situation, commercial housing is orgediby the commercial investors or real
estate developers, the operation and benefit gagorbe to them. But affordable housing is
organized by local government or state governntbay; design the whole program.

4.3.3 Reform process of Affordable Housing
Stage of exploratory from 1978 to 1997

Most of the resident lived in the state-owned qmises housing provided by the local
government and enterprise, these welfare housingssacost nothing to households because
this typed of housing produced and allocated tadees$ according to the housing welfare
system. There was less public housing sales sngériod because the housing constructed
and allocated by government plan but not marketfité\ffordable housing as the new word
start appeared in the Chinese government documents.

Before the housing reform movement, China was implging the welfare housing
allowances system named ‘privatization action’, rgvieousehold work for enterprise will
have the housing which provided by government andrprise’s ‘planed distribution’, so we
named the characteristic of the policies durings tperiod ‘welfare housing planned
allowances'.

In 1994, the State Department introduced the ‘#asion about deeply reform urban housing
system’ to make clear the commercial housing refdimaction which is the symbol of China
housing reform action. This ‘decision’ introduceaty clearing that China will implement the
Provident Fund as part of housing policy systemt iB the earlier time, as the preparation of
China housing reform, government started the hgugnvatization under the ‘social
democracy economy system’.

Latter in 1990s in China income difference expanded the housing shortage for low-
income person became serious. Many redevelopmeatadvanced in the private base, and
the removal compensation changes from the offéh@fsubstitution housing to the supply of
the compensation, evictions have developed inteaspcoblem. Therefore all the residence
security polices for the low income earner are fpadione during the regulations about the
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land accommodation, the construction of the residdar the work person and the house rent
assistance to the low income earner and so on.

Stage of political reform from 1998 to 2004

The state department of China introduced the utimarsing reform and speed up housing
construction plan, which was a symbol that affotddibusing in China starts to develop. In
the end of 20 century, under the economic recedsokground, China government adjusted
the development strategies to focus on the domestiket through expanding the demand, of
consumer to drive the production increasing.

Stage of housing market adjustment from 2005

With the development of affordable housing in Chinausing market, some problem
appeared such as unfair competition between appiicdhousing type not matching the
consumer’s taste, housing price is not affordabil®n Aug 2007, the State Department
introduced the government advice to solve the mguproblems for low-income group that
affordable housing been re-defined and change fpwtitical-commercial housing to
political-security housing and clarified the quiakitions of applicants measured by income
level, household size est.

The affordable housing policies in China are siméla the most of the countries in the world
based on the national welfare and homeownershigoaents (Duda, 2005). As part of the
housing reform program, two principal policies wdaeinched, one is Housing Provident
Fund which started to introduce in Shanghai fromh Biortgage Finance issues.
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5. Overview of Guangzhou Real Estate Market

5.1 Geography Information

Guangzhou is the capital city of Guangdong proviwbéch located in south of China on the
side of Pearl River, about 120 kilometer far frorong Kong. Since from 1514, the first
European country people Portuguese arrived in Galang City by sea, the ‘Canton’ which
translated from ‘Guangzhou’ which is well knew teetworld outside China. In 1593,
Guangzhou was promoted to be a municipality anérnecthe business and financial center

in southern China.
JL‘\_’J Hailar
‘ =

= Qigihar
kFarmama gy
i o ¢ gretett = Harbin
i hA QI MG DL LS, o
(=}
Urumagi I:har:.;chun
; Kashgar Shenyang
fumen Hohhoty  Eeijing
“ s * anii O Es
Yinczh o
Sotmd e E o, oShijizhuang
& HINnG | g poy = [ Taivuan O
@ Shiquanhe Fiver &E et vallow Sem
i Hi'an Hefeig an h;:!
'J T r.:-ﬂl'nh. P Ehengdu Yarots - lr-.\-l.._\-. B . = EII'IQhEII
Thaes & irg i — argz hou-)
o9 aManchamg China

Se3

n -
Guivang Chang=ha - Fuzhou
=]

ak o
FXRMmin
o 4 ilyi
H LI Rt - ==
hdgcay Hong Eong
- Oong=sha Qundao

Aikcou I:r
Hisha Qundao PHI

R Eh-:-ngghai

® Qundan

South China Sea

: ;;a %
Man=ha Qundaon %
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Table 3. Population Statistic of Guangzhou City

Figure 4. Guangzhou Mipatities (Source from Wikipedia)

District Number Name Population Density Area Squar
Circle A Central Business District

1 Yue Xiu District

2 Liwan District 3,969,000 (40,8%) 12,175 4,3%
3 Haizhu District

4 Tianhe District

Circle B About 20 mins from central 2,006,000 (20)6 | 1,501 17,7%

5 Baiyun District

6 Huangpu District

10 Luogang District

Circle C About 60 mins from central 2,373,000 (24)4 | 1,095 28,7%

7 Panyu District

8 Huadu District

9 Nansha District

Circle D More than 60 mins from C 1,384,000 (14,2%) 49,3%

11 Zengcheng City

12 Conghua City
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5.2 Economy Status

Guangzhou is one of the high developed cities im&Ht has 6 million inhabitants. Since the
‘economy reform and open’ in 1970s, Guangzhou hesnbalways at rapid economy
development and become the 3 top developed cii€hina. In the CBD of this city, there
are more than 40% habitants live there share 4a83%b $pace for the reason people likes to
live close to work place. For future developmentyja@gzhou government selected two
satellite cities which is close to Guangzhou to ethve factory industry to there. As table
below shows, in recent years the GDP of Guangzlaouskable growth. In 2009, the GDP of
Guangzhou City is 9,112.28 billion RMB ($1,383)pwth rate is 11.5% compare to last year.
The added value of first industry, second induatrg third industry were 17.25 billion RMB
($2.6 billion), 339.46 billion RMB ($51.5 billion)554.56 bilion RMB ($84,2 billion),
growth rate were 3.9%, 8.8% and 13.6% (Source fBarangzhou Statistics Bureau).

Table 4. The Gross Domestic Product of Guangzhou Ci

years 2005 2006 2007 2008 2009
GDP (billion U.S. $) 78.2 92,3 108.4 828.74] 1258
GDP Growth (%) 12.9 14.9 15.3 125 115
GDP Per Capital (U.S. $) 8165 9587 10944 12434 0348
GDP Per Capital Growth (%) 14.3 14.3 12.1 10.2 10.0

(Source: Guangzhou Statistics Bureau)

The third industry is the increasing power for emoy growth, and the real estate added
value has 30% of the total third industry addedigaDbviously, real estate is the main power
to lead Guangzhou city economy growth. In recerdryeGuangzhou real estate industry
made a positive growth, both of the real estateestment and transfer increasing. The
investment in housing market was also made rajiseasing.

As a close city to Hong Kong, Guangzhou City goweent learns the housing policy
experience from Hong Kong. They implemented theanrbenewal project to improve the
residents’ living environment and provided new hinggor poor people. In 2009, Guangzhou
city has 20 billion RMB total investment in realta&e industry and 23,2 billion RMB on
housing sale which increase 11% and 10,8 compdastyear.

5.3 Real Estate Market in Guangzhou
Table 5. Real Estate Investment Growth of Guangzbitu

years 2006 2007 2008 2009
Investment Growth in Guangzhou
real estate market (%) 9.6 26,4 8.3 1
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In 2009, the added value of real estate marke0.887billion RMB ($10.71 billion) and the
growth rate is 20.5% compare to last year. In gmsiod, the income of households’
increasing is 9.1%, and the resident assumptiare psi mines 2.5%, the Engel Coefficient of
Guangzhou households is lowdown every year. Houddhang in Guangzhou has 10,880
RMB disposable incomes per capital.

Table 6. The Relation of Engel Coefficient and hiogEonsumption

Type of consumption Engel Coefficient Standard Hiogis consumption
(%)
rich 20-39 20-30
40-45 18,9
Middle rich
45-50 12,1
50-55 11,2
Middle
55-60 7,1
Poor >60

The Engel Coefficient is the total amount of foodpenditure proportion of the total
consumption. In 18 Century, a Germany statistician Engel found thigutarly: the income
elasticity of demand of food is between 0 andatiich means in the low-income household
the proportion of food expenditure is larger thha high-income household. By extension
meaning, if a country or area has a lower Engelffi@ant, the residents in this country or
area are much richer.

Table 7. Engel Coefficient of Guangzhou City

year 2000, 2001 2002 2003 2004 2005 2006 2007 20@H9 P

Engel

- 426 | 40,0 38,1 36,8 388 37)3 37,0 329 33,7
Coefficient

)

3,2

Living space

() 13.13| 13.36| 15.57| 17.31| 18.18| 18.70| 19.44| 19.90| 20.46| 20.93

'(*UO‘;SZ) Price 743 | 652| 631| 590 701 776 958 13p5 1306 1528

During the last 20 years, Guangzhou economic lasased rapidly. From 1990 to 2009 the
average disposable incomer per capita in Guanggtrew by 8.8%.
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Sale Price of House U.S $/ square
=== Sale Price of House $/ square
1506 1528
1325
958
776
743 652 701
I8 631 590
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Figure 5. Sale price of housing in Guangzhou Miaf8eurce: Guangzhou Bureau of Statistic)

Through the data observation from above figure,aberage sale price in Guangzhou house
market had increased 2 times from about 5000 RMB$¥$to 10000 RMB ($1517) in the last
decade. In 2009, sale price of house in circle 4 @aived at 11263 RMB ($1709), and in
2010, the sale price of house reached 10072 RMB2@1land the fourth season is 40%
higher than the first season. The’ ten thousandsgeare meter housing’ extend from circle
A to circle B, which means there are 2,006,000 feomre should afford the higher housing
price for their living(Source from South Newspaper)
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6. Guangzhou Affordable Housing Development

6.1 Results from Questionnaires

There are 15 complete questionnaires been collegiszbrding to the questionnaire results,
we set up three observation groups, first is higteine class, second is sandwich class and
the third is low-income class. The based data e fthe questionnaire, we assumed the
statistic unit is one householder, by adding somexpected factors and the currency
exchange rate (6,59RMB~1$) to receive the result.By dollar. The basic household income
and consumption situation as follow:

Table 8. Different income level in three ino® class

Income of household ($) 3035 2276 1517
Monthly spending on house ($) 1024 713 506
other spending 30% of Income ($) 910 683 455
Mothly assumption ($) 1935 1396 961
Monthly saving ($) 1100 880 556
Saving income 3% 33 26 17
yearly saving ($) 13235 1059 6693

6.2 Questionnaire Analysis

The data used in this thesis came from the Guangazity statistic bureau and the
guestionnaire. First step, classify data to 3 gsoapcording to the distance between house
location and city center. Every group has middte siouse from 71 to 90 square meters and
large size house from 91 to 120 square meter. §icgtp is the house located right in the city
center, this type houses have characteristicsateatighest standard of house with highest
sale price. The household has the high incomepnefier to chose these houses.
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Table 9.Statistic result from questionnai

20 mins from 60 mins fromr
Location City Centet city center city cente
Size of house (m2) 91-120 | 71-90 | 91-120 71-90 anz2C | 71-90
Price of house ($) 30349( | 273141| 227617 182094 15174f | 121396
downpayment 30% ($) 91047 | 81942| 68285 54623 552: | 36419
interest rate 5% 5% 5% 5% 5% 5%
monthly interest payment($) 885 797 664 531 44% 354
maintenance monthly cost ($) 303 228 197 182 117 152

After basic data collection, wselected the three income groups: $2718182094 and
$121396. We amimed the other economic fact as above table showgtthe group 1 are tt
households with averagacome with$303; group 2 are householdsth average incom
$664 group 3 are the householders with incc$443 According to the questionnaire res|
we assume group has yearly sav$13231; group 2 has yearly saving0$8¢; group 3 has

yearly saving $6694.

Calculation 1, housdown payment achieved ye:

Based on the household has stable yearly s $13231,in order to achieved enough do'
payment $81942assume the interest rate is Saccording to the ‘awunt of one per perio
formula’, it will take them years.

81942=13231*((1+5%)n-1)/5%

n=5,53

Time
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This means household of group 1 will take aboue&ryo achieve enough down payments
a house.

Calculation 2, house ownership achieved yi

Household has the same assumption awlation 1, the house market value$273141, and
the down payment is $8194Rousehold has l0a273141—- 81942= 19119% the case i
household has the stable inco$13231 per year with interest rate 5%.

S,= PV
I
B C.
[
I / o© Time
Ci=GiaCimii=0G=0

13231= 19119%%*(1+5%)/((1+5%)I-1)
n=26.28

This means household of group 1 will take abouty2ér to achieveull ownership for ¢
house.

The same calculation formula, the group 2 will tdk@0 years to achieve down payment
18.88 years to achieve house ownip; group 3 will take 4,93 years and 20,64 yearzals

30,00 300000
25,00 250000
20,00 200000
15,00 150000
10,00 100000
5,00 50000
0,00 0
group 1 group 2 group 3
mmm Downpayment Bl Ownership === Houseprice

Figure 6. Analysis result from case
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The second step is to adjust the assumption intexsand down payment rate, for example,
assume the interest rate down to 3% and down payratenis 20%, then see how the achieve
years of down payment and house ownership change.

20,00 17,48 - 300000
273141
S - 250000
15,00
- 200000
10,00 - 150000
- 100000
5,00
- 50000
0,00 -0
group 1 group 2 group 3
I Downpayment  mmmm Ownership Houseprice

Figure 7. Analysis result from case 2

The down payment and house ownership achieved pégroup 1 change to 3,25 and 17,48.

The group 2 households will take 2,81 years toe&hidown payment and 14,42 years to
achieve house ownership. The group 3 householdsusél 2,94 and 15,24 years to make
enough down payments and have the house ownetshipis case, there are 40,63 percent
lower down of down payment and 34,32 percent ladeevn of house ownership achievement
years compare to the case 1. The house priceiletals period is the same as case 1. This is
the optimal reduce for the achieved years; thiarfaial policy can be implemented by the

government.

In the third case, we assumed every group can\&lie down payment within 3 years and
house ownership with 10 years, and then we cakula¢ affordable house price for the
households in order to relax their pressure fromrdpayment and house ownership. It is
obviously the optimal housing price should be solthe market is $227618, these is 16,67%
higher than realistic price, and we found thishis price-gap in Guangzhou housing market.
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12,00 - 250000
21207' 8(1)8 10,00 10,00
10,00 - 200000
8,00
- 150000
6,00
- 100000
4,00
2.00 - 50000
0,00 )
group 1 group 2 group 3
I Downpayment  mmmm Ownership Houseprice

Figure 8. Analysis result from case 3

In order to reduce the price-gap, on the one havérgment can focus on market price observation to
make housing price get close to the householdecsnie level, on the other hand government can
provide the financial subsidy to low-income groogitive the social income level in balance.

6.3 Analysis of Guangzhou Affordable Housing Dilemm

Dilemma in Affordable Housing Development

First, the size is too large and construction saathaut of control. Although these is a issue
from the government document ‘Approach for Afforttablousing Management’, prescribe
the size of affordable housing should be less #@arsquare meter, but in fact, most of the
housing developers do not follow this issue to tigvdiousing constructions. In real estate
market, housing developers produce housing forni@aimum profit, so they pretend to
develop affordable housing in order to get the tgreent license and government subsidy
easier, but in fact they developed the large simklaxury housing project to sale in the high
price in housing market. As a result, these fewlksgize housing (around 60 square meter)
sale in the housing market, as opposed more and lage size housing (around 120 square
meter) appeared for sale in the market.

Second, unreasonable affordable housing plan, famele, the location is far from city
center, low standard facilities. Generally speakihg location of affordable housing will be
chose in the places which are far from city ceatat traffic is not convenient. The residents
live in this place have higher cost including t@ffeducation, shopping, medical and so on.
So there is the unreasonable plan for affordabiesing, on the one hand, the target resident
of affordable housing is low-income earners, on dkieer hand, low-income earners would
not like to choose these affordable housing becteskving cost is higher.

Third, the price of affordable housing is highemarhthe residents’ purchase power.
According to the affordable housing developing niptteere is no land cost with tax discount
and financial subsidy from the state governmenttheoaffordable housing can be sale in
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lower price compare to the similar situation comer@rhousing. But in Guangzhou housing
market, the affordable housing sale in almost #mesprice as the commercial housing in the
similar location and construction standard.

Fourth, right of the house ownership is unclearer€hare two main house ownerships in
currency China housing market. One is house owasrtihe complete right to the house, for
example, commercial house which can be free tramsfeand rented out house in the housing
market. The other one is limited right to responsese, for example, affordable house which
can only be using by owner without rent out or sBiat in fact, some affordable housing sold
with the full property right in order to attractymr, because this type of house can be transfer
and rent out in commercial housing market. Someebinpught affordable housing as the
investment property so that the price of afforddiwasing is driven higher and higher.

Analysis of Existence Dilemma

In public housing sector, the ‘Housing affordalilihas become a widely-used word but it
still a suitable definition and general acceptat@nit. Many economists tried to find the

suitable definition of affordability in many fieldo not have especially in housing sector to
find out the relation between the households pwelbility and housing cost (Chan,2010).In
Guangzhou city, 60% households are non-ownerslsiparts. This is the really dilemma of

Guangzhou housing development (Diamond, 2010).

In Guangzhou housing policy system, there are miaopholes’. For example, lacks of the
household income register system and personaltcobdervation system, these make the
application selection very difficult and hard tdes# the household who really need a house.
The total income of household should include txediproperty and liquated property, for
example, bank saving, securities and other invassnén Guangzhou, households’ incomes
are very difficult to calculate because there ishwusehold income register system and
personal credit system be built, as a result, Holdecan hide their income in order to apply
the affordable housing successfully.

Other weak point in the Guangzhou affordable hausievelopment is the low efficiency of
government supervision. Before the affordable hawgiroject stating, housing developer will
provide the operation plan to government includimg project operating period, cost and the
price to sale after project done. But the governmelh lose the active supervision when the
construction market is fluent; the government ttiedlo more monitoring on the project that
will increase the cost of project because involwexe people and need more time.
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7. Conclusion

Housing problem is not only an economic problem &igsb a social problem; to set up a
reasonable housing policy system is still a goalt tinany governments aimed at. Both
western countries and eastern countries are fattiegsame housing problem, and the
development of “affordable housing” offered a gasmution to it. Through implementing
various affordable housing development models ffedint countries, we can find out that
affordable housing is not a perfect solution big &n effective one to the housing problem.

Sweden has a long history of providing affordabtauging to residents. Take “Million
program” for example, it had provided huge amouhtosv-cost houses for low-income
peoples to live, which created a miracle in the anonhistory of housing development.
However, some social problems have also been cduysedrrying out such program, such as
social differentiation and increasing crimes, tfene it had been ended 9 years later. U.S.
also had long history of affordable housing develept that it started from 1949, and got the
‘admired achievement’ in housing sector.

In terms of cities which have a high population signlike Guangzhou, the experiences of
affordable housing development in Singapore andgHgong are more valuable to be the
examples. Although the housing policy systems séhtwo cities are more mature and
completed than in Guangzhou, the three cities direslthe similar culture background,
economy foundation and social structure, all of chhiprovided Guangzhou a similar
development circumstance as the other two citidserdfore, Guangzhou do has ready
conditions to draw on the experiences of the dtercities.

In average, the time that a resident have to spensaving the down payment for a house
would be 5.05 year, and in order to own a house nihmber becomes 23.92 years, which is a
considerable long period. If the government carvigethe financial and policy support, for
example, reducing the down-payment rate and inteats, the period length for saving the
down-payment would be shortened by 40%, while feniag a house by 34%. It would be a
good way to solve the housing problem in Guangatigu
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Questionnaire Survey of Housing Status in GuangzhoGity
Dear Miss / Sir,

This is a housing status survey for the purpogsedearch the currency housing market in Guangzhou
City. As the capital city in Guangdong province,aBgzhou are one of the highest developed housing
market in China, there is great significance torionp living environment for residents through the
research on housing status. In order to achiev@uhgose of this research, please select the tiealis
status of who fill in this questionnaire. This gi@snaire is a research method for KTH master fhesi

it does not include personal name and other sgdmfibrmation, all issues related to privacy wié b
kept confidential, thank you for your cooperation.

Your current housing status

(Information about the house you are living)

1. Which location do you live in Guangzhou now:

o a. central business district

o b. downtown residential area

o ¢. around 20 minutes far from the city center bg b
o d. around 60 minutes far from the city center bg b
o e. more than 60 minutes far from the city ceniebis
2. What is the type of your house:

O a. private rental house

o b. government subsidized rental house

o ¢. private ownership house

o d. commercial ownership house

o e. affordable ownership house

3. What is the size of your house:

o a. less than 40m

ob.40-70 m

oc.70-90 M

o d. 90-120 rh

o e. more than 120

4. How much did you spend on your house decoration:
o a. less than 10,000 RMB

o b. 10,001 to 20,000 RMB

o c. 20,001 to 50,000 RMB

o d. 50,001 to 100,000 RMB

o e. more than 100,000 RMB

5. What is the estimated market price of the hgoseare living in:
o a. less than 5,000 RMB /”m

0 b. 5,000-10,000 RMB / fn

o ¢. 10,001-15,000 RMB /

o d. 15,001-20,000 RMB /M

o e. more than 20,000 RMB /’m

6. How did you get information about your curreatibing:
o a. Housing agent

o b. advertisement

o C. internet

o d. friends

o e. others

7. How do you think about your current housingriyisituation:
O a. very satisfied

o b. satisfied
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o ¢. moderate
o d. dissatisfied
o e. very dissatisfied

The ideal status of ownership housing

(Assume that you have the plan to buy an ownelsbiyse)
8. How long do you plan to buy an ownership house:

o a. less than 1 year

o b. 2-3 years

o c. 3-5 years

o d. 5-10 years

o e. more than 10 years

9. Which location do you most like to buy an owhgrshouse in Guangzhou:
o a. central business district

o b. downtown residential area

o ¢. around 20 minutes far from the city center bg b

o d. around 60 minutes far from the city center bg b

o e. more than 60 minutes far from the city ceniebibs

10. Which is the key reason for you to buy an owhigr house:
o a. for families living

o b. for parents living

o c. for investment

o d. for other reasons

11. Which condition is the most important thing o to choose an ownership house:
o a. the location

o b. the construction type

o ¢. the environmental facilities

o d. the price

o e. the other reasons

12. What type of housing decoration level is yawolr choice:
o a. less than 10,000 RMB

o b. 10,001 to 20,000 RMB

o c. 20,001 to 50,000 RMB

o d. 50,001 to 100,000 RMB

o e. more than 100,000 RMB

13. Which price level can you afford for an owngpdtouse:

o a. less than 5,000 RMB /’m

o b. 5,000-10,000 RMB / fn

o ¢. 10,001-15,000 RMB / n

o d. 15,001-20,000 RMB / m

o e. more than 20,000 RMB /’m

14. Which size of the house will you buy:

o a. less than 40

ob.40-70 m

o c. 70-90 M

0d. 90-120

o e. more than 120m

15. Which type of ownership housing is your firsbce to buy:
o a. single commercial housing

o b. multiplicity commercial housing

o c. affordable housing

16. If you will buy an affordable housing, whichiger do you think is reasonable:
o a. less than 5000 RMB /"m

o b. 5000-8000 RMB / fn
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o ¢. 80000-10000 RMB / fn

o d. 10000-13000 RMB /

o e. more than 13000 RMB /°m

17. If you will buy a commercial housing, whichg@ido you think is reasonable:
o a. less than 5000 RMB /°m

0 b. 5000-8000 RMB / fn

o ¢. 80000-10000 RMB / fn

o d. 10000-13000 RMB /

o e. more than 13000 RMB /°m

18. Which type of payment will you choose to paytfee ownership house:

o a. bank loans

o b. government subsidy

o ¢. personal savings

o d. housing provident fund

o e. Other type of payment

19. Which type of housing facilities is your fawdroice for an ownership house:
o a. complete level

o b. general level

o c. basic level

o d. not require

20. Which type of property management is your fashmwice for an ownership house:
o a. Quality

o b. good

O €. moderate

o d. general

O e. not require

The ideal status of rental housing

(Assume that you have the plan to rent a house)

21. Which location do you most like to rent a hoims&uangzhou:
o a. central business district

o b. downtown residential area

o ¢. around 20 minutes far from the city center bg b

o d. around 60 minutes far from the city center bg b

o e. more than 60 minutes far from the city ceniebibs

22. Which is the key reason for you to rent a house

o a. for families living

o b. for parents living

o c. for investment

o d. for other reasons

23. Which condition is the most important thing you to rent a house:
o a. the location

o b. the construction type

o c. the environmental facilities

o d. the price

o e. the other reasons

24. What type of housing decoration level is yawdf chose to rent a house:
o a. decoration does not a matter

o b. less than 20,000 RMB

o c. 20,001 to 50,000 RMB

o d. 50,001 to 100,000 RMB

o e. more than 100,000 RMB

25. Which price level can you afford for a rentauke:

o a. less than 1,000 RMB / month
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o b. 1,001-1,500 RMB / month

o c. 1,501-2,000 RMB / month

o d. 2,001-3,000 RMB / month

o e. more than 3,000 RMB / month

26. Which size of the house will you rent:

o a. less than 40m

0 b. 40-70 M

oc.70-90 M

0d. 90-120 rh

o e. more than 120

27. Which type of payment will you choose to paytfe house rental:
o a. bank loans

o b. government subsidy

O C. personal savings

o d. housing provident fund

o e. Other type of payment

28. Which type of housing facilities is your fawdroice for a rental house:
o a. complete level

o b. general level

o c. basic level

o d. not require

29. Which type of property management is your fashwice for a rental house:
o a. Quality

o b. good

o c. moderate

o d. general

o e. not require

Your views for the real estate market

(Including the opening questions)

30. Which is the key problem for potential firatag house buyer access to housing market:
o a. the down payment

o b. lack of market information

O €. unstable economic status

o d. uncompleted political system

o e. other reasons

31. Suppose you have a stable job and you cant@®emortgage from bank, how long do you think
you should save the down payment to purchase ah hdese:

o a. less than 1 year

o b 2-3 years

o c. 4-5 years

o d. 5-10 years

o e. more than 10 year

32. Which type of amortized loans would you likecteose:

o a. less than 20 years fixed rate mortgages

o b more than 20 years fixed rate mortgages

o c. less than 20 years adjustable rate mortgages

o d. more than 20 years adjustable rate mortgages

o e. none of these choices

33. Which period do you need guidance mostly:

o a. the period before purchasing

o b the purchasing period

o ¢. the ownership period

o d. the selling period

34. Which measure is most helpful for you to actes®using market:
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o a. increase financial subsidy

o b. provide market information guidance

o c. low down the transfer cost

o d. market risk controlled

o e. political protection

35. How do you think about the current housingagitin in Guangzhou:

O a. very optimistic

o b. optimistic

O €. moderate

o d. pessimistic

O e. very pessimistic

36. How do you think about the affordable housinfigies implement in Guangzhou:
O a. very successful

o b. successful

O €. moderate

o d. unsuccessful

O e. very unsuccessful

37. How do you think about the commercial housialicges implement in Guangzhou
o a. very successful

o b. successful

o c. moderate

o d. unsuccessful

o e. very unsuccessful

38. How do you think about the Guangzhou housintketavithin the next 5 years:
O a. very optimistic

o b. optimistic

o c. moderate

o d. pessimistic

O e. very pessimistic

39. Do you think the government should intervereertal estate market:

o a. should always intervene

o b. should intervene only in special situations

o c. should never intervene

40. What is the biggest problem for you to buy emership house and why:

41. What do you think about the advantage and deés#dge of Guangzhou affordable housing

policies:

42. Which part of China housing policies do younkh$hould be reformed in order to achi

sustainable development:

eve housing

43. What are your suggestions for Guangzhou govembnto achieve housing sustainable

development:
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Personal information
44. Your Sex:
o a. Male
o b. Female
45. Your age:
o a. less than 25 years old
o b. 25-34 years old
o ¢. 35-44 years old
o d. 45-59 years old
o e. more than 60 years old
46. Your education level is:
o a. Primary level
o b. middle school level
o ¢. high school level
o d. university level
o e. graduate level
47. Your monthly salary is:
o a. less than 3000 RMB
o b. 3000-8,000 RMB
o c. 8,001-13,000 RMB
o d. 13,001-20,000 RMB
o e. more than 20,000 RMB
48. How many families do you live together:
o a. less than 3
ob. 3-4
oc. 5-6
od.7-8
o e. more than 8
49. How long have you been living or work in Guamgz:
o a. less than 1 year
o b. 1-3 years
o c. 3-5 years
o d. 5-10 years
o e. more thanl0 years
50. Your occupation is:
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Eligibility Criteria for Affordable Housing Purchas e
in Guangzhou City

1. The single applicant or the applicant with famihembers should have the Guangzhou Citizen
Registration. The applicant should have a job kEdta Guangzhou City.

2. The requiRMBents about the disposable incomeuanhousehold income and per capital
household income of applicant are classified bynilmaber of household as the table-1 showed.

3. Applicants are the non-homeownership or ownedsbosquare less than 10 square meters per
person. The Applicants and the family members heexesr bought or sold real estate property in the
past 5 years before apply date.

4. Applicants never use the hose purchase prefefrgolice included:

(a) Using the cost price or standard price policige fixed by government to buy a house;
(b) Affordable housing purchase police;

(c) Enterprise housing purchase police;

(d) Resettlement community housing police;

(e) Other housing benefit polices provided by Gudwog City Government.

5. Application Process

(a) Application Form Filling

Applicants fill in the Guangzhou City Affordable Hsing Application Form with truth information
about applicants and family members.

(b) Application Form Submitting

All the applications and proved material shouldmiilto Housing Department of Guangzhou City
Government

(c) Investigation and Audition

It will take about 20 work days for authority officto make investigation on the application materia
If all the materials are qualified to the eligibjlicriteria, an audition will be made to every apght to
have more detail information.

(d) Qualified Review

The material of qualified applicants will be charigd.and Authority of Guangzhou City Government.
According to the applicants’ situation, Land Autitypmvill plan the land providing in this year. Land
Authority will take about 15 word days to reviewethpplicants’ qualification and grade to every in
list. The grading principle is showed in table-BisTresult will be transfer to Housing Department.

(e) Selection and Publicity
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Housing Department selects the candidates accotditige housing providing situation in the market.
Then announce the applicant candidates’ name im@au City Government website for 10 work
days.

(f) Waiting for the Notice

Housing Department will send the qualified noticeaipplicants according to grading list and the
affordable housing providing situation in the hagsimarket.

(g) Housing Choosing and Contract Signing

After received the qualified notice, applicants éawaximum 3 times to choose a favor house. If the
applicant cannot make decision within 3 times eaegip the house choosing, it will be treat as not-
qualified applicants and cannot apply for affor@abbusing again within two years. After finished
house choosing, applicant can sign the housingacrs the former housing owner.

Principle of applicants’ income for affordable housng application

Members  ofl Family month| Family year| Year income| Living square| Net family

family disposable disposable per member meter per property value
income income(RMB) | (RMB) member(m2) | (RMB)
(RMB)

1 1524 18287 18287 <10 110 000

2 3048 36574 18287 <10 220 000

3 4572 54861 18287 <10 330 000

>4 6096 73148 18287 <10 440 000
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