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Abstract

Over the past 20 years, overall housing conditions for urban residents have been
significantly improved alongside China’s housing reform. Meanwhile, in conjunction with
the rapid growth of real estate market, the housing price has skyrocketed, which has
excluded a great number of low-and-medium income families from entering the private
housing market, while triggering the issue of uneven housing consumption. It has been
an urgent task for Chinese government to ameliorate social well-being and housing diffi-
culties of low-and-medium income population. Meanwhile, on the way to build a moder-
ately prosperous society and modernized country, to establish urban affordable housing
system and its operating mechanism have been a crucial agenda for the Chinese govern-
ment to address.

In this project, we define “the affordable housing system” as a package of plans in
line with urban residents’ housing demands, to solve nation’s housing issues on finan-
cial capacity and housing development. This system consists of a variety of contents, in-
cluding the governments’ roles in intervening in residents’ housing issues; the thresh-
olds and standards in affordable housing system; external supporting means; regulations
and accountabilities of different stakeholders in affordable housing system, etc. The
meaning for “ operating mechanism” stands for establishment of a sustainable scheme
which could guarantee the supply and demand of affordable housing in a fair and effi-
cient manner. Due to constant exploration over the past decades, the urban affordable
housing system in China has gradually taken the shape by having more standardized op-
erating regulations. However, there are still several issues required to cope with. First,
the affordable housing system has been generally fragmented: 1) The targeting group
and standard are ambiguous, leaving some households excluded from the system.2) Ac-
cessibility and externality of public rental housing is limited by only offering tenancy to

tenants. 3) Laws, land supply and financial supports attached to the affordable housing
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are not yet in place. Secondly, the roles and responsibilities of the central government,
local governments and non-governmental entities remain unclear. The incentives for local
governments and non-entities to participate in the affordable housing provision are
low. Thirdly, the regulations to vacate the disqualified public housing tenants are un-
sound, leaving a large number of dishonest tenants unwatched. Fourthly, the affordable
housing assets are ineffectively managed.

This research primarily teases out the evolution of affordable housing theories and
practices from the perspectives of economics, law and sociology, which provide solid
theoretical grounds and international perspectives to improve China’s affordable housing
system and operating mechanism. Through analyzing the characteristics of China’s urban
housing market, which can be generalized as highly overall housing prices coupled with
insufficient supply of low-and-medium price housing, and unregulated rent market ac-
companied with high rental. This Research uncovers a tendency that China’s overall ur-
ban housing affordability is significantly declining, especially for those from the low-
and-medium income background. This research also justifies that it is of high necessity
for China to build its own affordable housing system, which will serve as a long-lasting
and fundamental social scheme.

The housing development goal should be taken as the main focus alongside the es-
tablishment of affordable housing system. The national government should clarify the de-
velopment goals, while enacting the detailed standard for both comfortable and mini-
mum living conditions. To substantiate the slogan “everyone should be properly accom-
modated” , the state should ensure and oversee that the basic right of habitation of ur-
ban residents are respected. Furthermore, this research provides a detailed agenda as
follows. By 2025, the key focus should be assigned to eliminate the absolute poverty in
housing and protect the right of habitation to soothe the issues raised by uneven housing
consumption, to increase the supply of affordable housing, and to ensure at least 95%
of urban residents meet the minimum living conditions. By 2035, besides reaching the
goal of eliminating absolute poverty in housing and all urban residents meeting the mini-
mum living conditions, the higher goal is set to improve the standard of living, housing
conditions, living environment and property services, while ensuring over 80% of ur-
ban households reach the comfortable standard. By 2050, the ultimate aim is to accom-
plish that “all urban residents enjoy comfortable living conditions” and “everyone has
their own houses” . It is a great leap forward that the goal has been achieved from “eve-

ryone should be properly accommodated”, to “everyone should be comfortably accom-
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modated” | to “everyone has their own houses” .

The achievement of China’s affordable housing system should be changed from lim-
ited financial supports and intense relief for some very specific groups to more inclusive
supports, which target a larger group of people. The target of affordable housing should
take consideration of those whose living conditions are lower than the minimum standard
and incapable to ameliorate or whose living conditions are slightly higher than the mini-
mum standard yet having financial difficulties to sustain other means. Minimum habita-
tion standard and housing affordability can be regarded as the key parameters and crite-
ria, while setting living conditions, household incomes, family assets as the thresh-
olds. To establish a classified and diversified housing provision system in the form of
“Rent, Sale, Transfermation and Subsidy”, different cities could fit into this frame-
work on a case-by-case basis. It is meaningful to have ownership-oriented affordable
housing. The presence of co-ownership housing provides several advantages, such as
clearer ownership structure, avoidance of rent-seeking behaviors of tenants, enriching
the housing provision channels and gradient transformation between the pure public
housing and pure private housing. Therefore, co-ownership housing is suitable to pro-
mote in cities with a large number of “sandwich class” and high housing price-to-income
ratio. The foundation of supporting system should be accelerated to include the legislation
related to the affordable housing and protection of residents’ right of habitation from the
government, reassurance the importance of affordable housing in public services, prac-
ticing powers related to affordable housing by law. Quota for residential land usage
should be matched with the growth of urban residents and newly-increased land use quo-
ta for construction, while the land usage for affordable housing should reach no less
than 20% of overall land use quota for housing. Special fund for affordable housing oper-
ation needs to be allocated and the budget spending for affordable housing from all levels
of governments should be specified. Likewise, no less than 10% profit from land con-
veyance fees need to be supplemented to affordable housing fund. More necessary author-
ization should be granted to personnel working in the affordable housing related institu-
tions. Due to the limitation of housing provident fund system, it is crucial to introduce
housing bank and policy-oriented low-cost financing to support the construction of afford-
able housing.

To stimulate the incentives of local governments and to achieve the goals of afford-
able housing development, the roles of the central and local governments need to be

clarified. The central government is responsible to fulfill the equalization of basic public
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services and urban residents’ basic right of habitation. Meanwhile the central govern-
ment plays the role as the final undertaker of political risks and social issues pertinent to
affordable housing. As such, the central government need to have the clearer objectives,
principles and blueprints on housing provision. The top-level design should be introduced
to maneuver the relationship between the government and the market, enact the regula-
tions associated with affordable housing, while making the medium-and-long-term and
annual plans. An integrated supporting system should be built to coordinate the use of fi-
nancial support, policy-oriented financing and private fund. An enhanced top-level de-
sign, guidance, support and inspection system should be carried out to safeguard the
land use quota for affordable housing. The appraisal indicators should be set up in terms
of the number of effective beneficial households, the ratio of reaching minimum living
standard and the length of waiting period. The local government should formulate the lo-
calized affordable housing plans and policies accordingly by taking socioeconomic devel-
opment, housing prices, affordability and minimum living standards into account. Fur-
thermore, the local government should be accountable for the construction, distribu-
tion, household management and asset management, with political risks and responsi-
bilities rendered by the breach of duty in affordable housing provision.

As a form of global trend, non-governmental entities should be encouraged to par-
taking in affordable housing construction and management, so as to improve the effi-
ciency of management and reduce the financial burden of governments. This study brings
the involvement and behaviors of non-government entities in affordable housing construc-
tion management to our attention, while identifying that the poor participation of non-
governmental entities can be attributed to an array of reasons as follows: the low profit
coupled with high risks; unsound policy environment; lacking legislative endorsement
from the national level; underdeveloped financial supports, unsatisfied public manage-
ment services. It is suggested that more detailed measures should be implemented to reg-
ulate the exit mechanism of public rental housing, to improve financial support system,
and to support non-governmental entities dedicated to affordable housing sector.

There are always obstacles preventing the fulfillment of exit mechanism for public
rental housing. In this study, through the empirical analysis of fraudulent behaviors in
public rental housing, the imitation effect has been noticed. Once the functional depart-
ments could not take the initiative, more tenants tend to turn to frauds. The most appro-
priate approach to curb such deceptive conducts is to strengthen the law enforcement and

reduce information asymmetry in terms of household’s assets, incomes, etc. The big da-
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