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ABSTRACT

The shelter is an essential need for all people and it falls under the psychological needs.
Additionally, home is salient for the bonding of a family. Even though the home is a
salient, but it is still being arduous to own a decent home especially for low-middle
income earner. The term ‘affordable’ not necessarily only appoint to the price of the
house, the location, quality and build-up of a house is equally as important as the
financial affordability of a house. In 11" Malaysia Plan highlighted the issue of
affordable housing location is poorly equipped with basic facilities and it is believed
the excess of unsold residential units is due to less attractive locations. Apart from that,
houses in Malaysia remain unaffordable to many households due to the failure in the
market to produce a sufficient quantity of affordable housing for the masses.
Furthermore, the increase in housing price is faster than increases in income lead to the
inability for a household to own a house, especially who live in urban area. Hence, this
study is sought to (i) identify the criteria needed by residents in Selangor for affordable
housing distribution, (ii) analyse the housing affordability index in Selangor in the year
2012, 2014 and 2016 and (iii) analyse the issues and problems of a home buyer in
Selangor according to districts. The approach of this study is the quantitative data
analysis method which requires 500 samplings with the targeted population who lived
in Selangor. This study adopted a questionnaire survey by face-to-face with the
respondents. The formulated data was analysed used descriptive analysis whereby the
data will be interpreted in the table of frequency and percentage; mean and median and
Relative Importance Index (RII). Apart from that, the bivariate analysis also adopted in
analyse the findings by using the Pearson Correlation to determine the relationship
between socio-demographic profile and the criteria needed in the provision of
affordable house. Based on findings, the respondents in Selangor stated the location of
the house is the most important in constructing the affordable houses. Majority of the
respondents claimed excessive housing price is the main reason for still not afford to
buy a house. Due to this reason, the respondents proposed affordable house price at
below RM200,000. However, the issue raised by the respondents was insufficient
income. This issue will make them ineligible in applying housing program such as
Rumah Selangorku which the income-eligible must at least RM3,000. Due to several
issues highlighted, there are recommendations provided in this study to help the low-
middle income group to own a decent house.

Keywords: Housing, Criteria, Affordability, low-middle household income, Selangor
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CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION

This chapter introduces the research by providing an overview of housing affordability
in Malaysia and related issues. It then articulates the research problem from which is
derived the research questions that reflect the objectives of the research. The parameters
that define the scope of the study are then determined followed by explaining how this

study is significant to the field of study, policy and industry.

1.2 BACKGROUND OF THE STUDY

A home is a place where families bond. According to psychologist theory of human
motivation, shelter is a psychological need and critical to human life (Maslow, 2017).
Shelter protects people from harm. It is often associated with a home. It is the physical
requirement for people to feel safe and that a basic need is being fulfilled (Maslow,
2017). Even though a house is a human necessity, it is difficult to own a decent home,

especially for the low-income household.



self-
actualization
morality, creativity,
spontaneity, acceptance,
experience purpose,
meaning and inner potential

self-esteem
confidence, achievement, respect of others,
the need to be a unique individual
love and belonging
friendship, family, intimacy, sense of connection
safety and security
health, employment, property, family and social stability

physiological needs
breathing, food, water, shelter, clothing, sleep

Figure 1.1: Hierarchy of A Human Needs
Source: Maslow (1943)

To indicate the affordability of the house in the urban and rural housing market, the
formula of ‘median multiple” has been used by Demographia International Report as
recommended by the World Bank (Oliver Hartwich, 2017). In the year 2020, Malaysia
seeks to achieve a developed-nation status and become a high-income nation. The 11
Malaysia plan (2016-2020) aims to advance the quality of life of the bottom 40 (B40)
by doubling the average income from RM2,862 to RM5,725, thereby raising the B40
group into the middle-class (Economic Planning unit, 2016). The government also takes
responsibility for improving B40’s access to affordable housing, quality health services
and basic amenities.

There are challenges in identifying the right price in the right location for new
housing (Almeida et al., 2017). Hence, the housing industry needs to be adaptive and
responsive to the demand of all people, especially special groups, medium-income and

low-income groups.



The government needs to provide suitable housing policies that are considered to be a
sustainable housing policy for all. To this end, this study assesses housing affordability

according to districts in Selangor, Malaysia.

1.3 PROBLEM STATEMENT
a) Lack of facilities and infrastructure for affordable housing development in
rural area

Public facilities and infrastructure are vital in the provision of housing development
(Darda et al., 2015). Lack of facilities and infrastructure always became an issue of
housing development, especially in rural areas. According to the previous study, some
residents have to go to a nearby town to access facilities (Zain, 2012). This is due to the
affordable housing project in a particular area in Hulu Selangor district, for example has
inadequate and insufficient facilities such as schools, shops, community halls, etc.
Additionally, there is also an issue wherein a particular area in Kuala Selangor has an
inadequate and inefficient public transportation such as bus route system, operating
hours, etc. (Dahalan et al., 2017).

Apart from that, the quality of affordable housing often being complaint by the
residents whereby the house was built with the various defect of construction due to
poor building materials (Abdul Rahman et al., 2014). This issue supported by other
researcher stated that affordable housing projects often suffer from poor quality of raw
materials (Zain, 2012). Abdul Rahman et al., (2014) added that affordable housing in
Klang suffers from problems in infrastructure, especially failures in the water supply

system and cracking in external walls.



b) Affordable Housing Development in a Rural Area is Less Strategic

Affordable housing is defined as housing that is sufficient in quality and location and is
not so costly that it prevents its occupants from satisfying other basic living needs. In
other words, the location, quality and build of a house are equally as important as the
financial affordability of a house (Almeida et al., 2017). As a human being, all house
buyers deserve to access the surrounding facilities. Unfortunately, the developers
usually construct the location of affordable dwellings in places far from major urban
areas while expensive residences are built closer and are highly accessible to the public
facilities. This is due to the developer paying higher land premiums for better locations
that offer more infrastructure and greater connectivity (Yang et al., 2016). The previous
study highlighted an affordable housing development in certain areas in Hulu Selangor
is located at a non-strategic location as the development was near an industrial park far
from the town (Zain, 2012). She claimed the soil structure might be at risk leading to
landslides due to the absence of flora and fauna if the housing project is located at a
non-strategic location.

According to Zainon et al. (2017), even for low-cost residential properties,
location remains an important consideration for potential buyers. The 11" Malaysia
Plan and Malaysia Sustainable Development Goals Voluntary National Review share
the same point of view on issues of affordable housing location whereby poorly
equipped with basic facilities such as schools, clinics and public transport (Economic
Planning unit, 2016, 2017). The excess of unsold residential units in Malaysia is

believed to be due to being located in unattractive locations (Tan, 2011).



c) The Uncontrolled Increase of Housing Prices

In 2011, housing prices increased to more than 54%, and the average cost of a house
exceeded RM 240,000 in most urban centres in Malaysia (Global Property Guide,
2016). Within seven years, the average house price in Kuala Lumpur increased to
RM773,000 while in Selangor, it was RM497,000 by the third quarter of 2018 (Raj,
2019a). According to the National Property Information Centre (NAPIC) (2016), the
maximum affordable house price in Selangor in the year 2016 estimated at RM260,100.
However, the actual median house price is RM405,000 making the differences in house
price is RM144,900. Malaysia’s income level in 2016 was 76% having an income below
RM5,000 (Department of Statistic Malaysia, 2017) and this led to low affordability
level for the population to own a house. Additionally, house prices are increasing twice
as fast as income growth (Belvedere, 2018).

There are certain locations in Selangor where house prices rose sharply. This is
due to more systematic new urban development, the construction of new administrative
centres such as hospitals, colleges, hypermarkets, and efficient transportation systems
such as the MRT and LRT while locations outside main development areas such as
Kuala Kubu Baru, Rasa, Ulu Yam, Kuala Selangor, Hulu Langat and Hulu Selangor
recorded much lower rates of increase (Zainon et al., 2017).

One of the factors causing increases in the house price in Selangor could be due
to the scarcity of land. The previous study claimed the developer tend to offer a high

price of a house due to limited resources and financial constraints (Zain, 2012).



Although there are various housing policies and strategies outlined to regulate and
monitor the housing supply in Malaysia, some of the developers tend not to build houses
within the affordable range of Malaysians’ income. Instead, build high-cost houses
priced above RM400,000 (Samad et al., 2016). Thus, the developers tend to build
houses which gain more profit due to the high cost of land, especially in urban areas.
Houses in Malaysia was unaffordable for many households in 2016 due to the failure in
the market to produce a sufficient quantity of affordable housing for the masses

(Almeida et al., 2017).

1.4 RESEARCH QUESTIONS
1. What is the expected affordable housing criteria?
2. What is the housing affordability index pattern within districts in Selangor for
2012, 2014 and 2016?
3. What are the main issues and challenges faced by affordable home buyers in

Selangor?

1.5 GOAL AND RESEARCH OBJECTIVES
The goal of this research is to assess the housing affordability at the districts level in
Selangor while the research aims to achieve the followings objectives:
1. To identify the criteria needed by residents in Selangor for affordable housing
distribution.
2. To analyse the housing affordability index in Selangor in the year 2012, 2014
and 2016.

3. To analyse the issues and problems of homebuyers in Selangor.



1.6 SCOPE OF STUDY

This research explores the aspect of housing affordability for nine districts in Selangor.
It focuses on the low- middle income groups in Selangor who have yet to own a house.
To understand the situation faced by this group, a survey questionnaire will be
conducted in every district in Selangor. In this research, Selangor has been chosen as
the case study due to being a developed state in Malaysia, which has been recognised
since 2005 with the total area of 8,104 km2. The nine districts of Selangor are Sabak
Bernam, Kuala Langat, Petaling, Hulu Selangor, Sepang, Klang, Gombak, Kuala
Selangor and Hulu Langat with the total population of 6.29 million (Department of

Statistic Malaysia, 2017).

1.7 SIGNIFICANCE OF THE STUDY
This research endeavours to identify the actual affordable house criteria and the market
price of houses in Selangor to overcome the issue faced by low- middle income groups
in Selangor concerning owning a house. It will provide a better understanding of the
impacts of increasing prices in the housing market on both groups. It is hoped that this
research will encourage the government to formulate or improve policies based on
existing issues regarding affordable housing. The outcomes to be considered consist of
the following:

i.  The improvement of affordable housing criteria.

ii. To provide the current housing affordability index.

iii. Helps in the forecast of the maximum affordable house price (ceiling price)

by calculating annual median income multiple 3.0.

iv. Contribute to resolving the existing issues related to affordable housing.



1.8 LIMITATIONS OF THE STUDY

A survey questionnaire was conducted in each district in Selangor, namely Petaling,
Hulu Langat, Klang, Gombak, Kuala Langat, Sepang, Kuala Selangor, Hulu Selangor
and Sabak Bernam. To perform the survey questionnaire, the enumerators approached
the potential respondents where the venue was a public area such as a recreational park
or shopping mall. This led to difficulty for the enumerators to find the respondents
because most of the expected respondents did not cooperate in answering the survey
guestionnaire.

The survey questionnaire period, which includes the pilot study, took almost two
months for all districts. It started from 12 November 2016 and ended on 10 January
2017 with the cost of conducting of survey almost RM3,000. With the help of the
limited enumerators, the survey questionnaire was conducted in a short period. In this
research, 500 sampling will represent the whole population in Selangor. Using the
formulae of Taro Yamane (1967), only 400 respondents were needed, but we added 100
respondents to avoid the sampling error. The 500 samples were then divided into each

district according to the total population of the district.



1.9 CHAPTER SUMMARY

In conclusion, this chapter has been discussed in the introduction flow of the research.
Through the study background, it makes a clear understanding of the topic of the
research while the problem statements have been identified for supportive evidence to
describe clearly the problem related to the affordable house. Apart from that, goal and

research objectives have been set to make the research keep in track and not distorted.



