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Abstract

Abstract

This paper examinesthe evolvement of the housing reform in China. It is
found that the role of the government has changed from house supplier to
factors (land and capital) supplier. The problem is examined from two sides—
one is based on the analysis of products and the other on the analysis of
factors. Through discussing the problems in the price and quality of housing
products, it is concluded that it is necessary for the government to regulate.
While through studying the ownership of factors (land and capital) and
analyzing the behavior of the government as factors supplier, it is concluded
that it is also necessary to regulate the government.

China’s housing industry grows in the course of its economic reform. As
regards the demand, the housing demander has changed from the government
to the group, and then to the individual. Only when the individual becomes
the main housing demander does a mature market of housing demand come
into being. As far as the housing supplier is concerned, it has changed from
the government to the individual and his company, and then to special housing
developer. Even though it is unreasonable for the individual and his company
to build house for himself, this transformation is necessary. Generally
speaking, houses should be supplied by special housing developer in a mature
housing market.

The price should reflect the relationship between supply and demand,
butwhat the price reflects in China is largely the information of institution
since the growth of both the supply and demand is a gradual process. This
paper attaches importance to the influence that the institution reform has on
the housing price. While analyzing the regulation of price, this paper begins
with how the housing price is formed and how to adjust the regulation of the
seller and buyer.

The housing market is a “loop competition”, and it is a real oligopoly.

The housing developers collude and form “cartel”, which is actually the main
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reason for high housing price.

The quality of house can be viewed from several aspects, such as the
quality, function, environment, location, and service of the project, each of
which has its particular attribute and should be regulated in separate ways
according to different economic reasons In China, the study on the quality of
house, facilitated by technical means, usually focuses on the quality of the
project.

Land institution and the system of land supply are of great importance to
the development of housing industry. Land has changed from free-used to
paid-used, and the change is important because the economic value of land
could be worked out in it. China has a dualistic land institution—the land in
cities belongs to the nation while that in countryside belongs to the village. In
a mature market, land should be circulated as freely as other factors do. But
the dualistic institution on land has confined the development of housing
industry, and will be the obstacle to the regulation of housing industry. Since
land in cities belongs to the nation, the policy on land supply is the key factor
which influences housing industry. It is sometimes hard for the government to
determine the real quantity of land demand, so the policy it made cannot
always conform to the market. Since the price is the result of negotiation
between seller and buyer, when there are several demanders, it is not so easy
to determine the equitable price.

There are threeways in determining the price of land, inviting bidders,
auction and quoting on board, which are actually intertwined to some extent.
Therefore the price could be determined subjectively, and this causes
corruption. So the administrative institution obstructs the regulation of
housing industry, and keeping land marketalized is a significant way in
regulation.

Housing is a capital-dense product, and finance is of great importance to
it, so the regulation of housing industry depends on financial system. This
paper puts forward a basic structure of housing finance. Housing finance
includes two points—one is the relationship between the buyer and bank, the
other is the relationship between the housing developer and bank.

In China, the government restrains finance while there is still bubble in

it. For one thing, since the government has always been adopting a restricted
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Abstract

policy to restrain finance, and has never given up its control on the credit and
the interest, it restricts the development of housing industry. For another,
there is soft restriction of budget between developer and bank, and this
accumulates lots of low-quality credit in housing industry. So there is danger
in finance and this will cause financial crisis and financial bubble. For the
reasons above, it is concluded that the fluctuation in housing industry is the
result of the unsound financial system.

The regulation system of China’s housing industry consists of
organizational system, policy system and legal system. Each assumes its own
function, and the three systems change in the course of China’s economic
reform. The construction of the regulation system of Chinese housing industry
must be based on the construction of those three systems. And the problems

in the regulation system will be resolved in the course of the economic reform.
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