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ABSTRACT

Many people seek to own a house and having a comfortable house is the main objective
for most. According to the 10" Malaysia Plan, the focus of housing development in
Malaysia is to provide adequate housing to ensure access to homeownership with
complete public amenities and good recreational facilities within the neighbourhood for
a better living. This corresponds with the National Housing Policy 2018-2025, which
ensures the provision of quality housing for all and to improve the accessibility and
affordability of homeownership. The Khazanah Research Institute (2015), reported the
percentage of homeownership in Malaysia in 2011 was 72.5%, while Melaka constitutes
as one of the highest homeownership states in Malaysia with 84.4%. According to the
Gross Domestic Product, housing constructions in Malaysia had contributed 4.9 % in
2010 and this increased to 5.0 % in 2017 (DOSM, 2017). Hence, this study will assess
the public’s ability to purchase residential properties by districts in Melaka. The
research objectives of this study are: a) to analyse people’s ability to buy residential
property, b) to analyse the housing affordability index for three districts in Melaka, c)
to analyse the sociodemographic with homeownership ability and d) to propose
recommendations for improving the ability of homeownership. A total sample of 400
were selected using stratified random sampling. The study applies various analysis
methods such as simple descriptive analysis, relative information index (RII), chi-
square, and Pearson correlation analyses. The analysis found that the level of
affordability in Melaka by districts improved over the studied year for 2012 (3.4), 2014
(3.0), and 2016 (3.1), from seriously unaffordable to become more affordable.
Furthermore, the analysis found that by using RII analysis methods, the criteria in the
provision of affordable housing were scored and ranked accordingly as follows: housing
price (RII: 0.90), followed by the security (R11:0.89), access to the public facility (RII:
0.88), distance from the working area (RI11: 0.88) and location of the house (RII: 0.87).
Therefore, several measures were proposed to improve the provision of affordable
housing programs such as setting up a comprehensive guideline for the authority and
developers which include feasibility and market studies, strategic location, high
accessibility to public facilities and amenities as well as good infrastructure provisions.
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CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION

Housing is a fundamental human need that determines wellbeing and lifestyles. Housing
is the building or structure that functions as a habitat for human beings and other
creatures to shelter from danger (Hamidah and Zahari, 2016). A comfortable house is a
common goal for most families (Hashim, 2012). It is crucial to choose a house that
provides basic needs to provide quality and convenience for a better quality of life
(Osman et al., 2018). Homeownership is essential for wellbeing. Safe and comfortable
housing support physical and spiritual calm and secures from intruders. This is in line
with the hadith, Sa’d ibn Abi Waqqas reported: The Messenger of Allah, peace and
blessings be upon him, said, “Four things are part of happiness: a righteous spouse, a
spacious dwelling, a righteous neighbour, and a comfortable amount (Narrated by Ibn
Habban, 4122). This shows Islam is the religion that concerns the provision of adequate
spaces, segregation between parents, daughters and sons. The aim is to “fo serves its
purpose to shelter appropriately from any danger and harms”. Hence, the concept of
affordable housing in Malaysia is part of the Syariah needs, where the design of the
house, including the requirement of affordable houses and segregation between parents
and kids for privacy. Hence, this research assesses the ability to purchase residential
properties among the public by the district in Melaka.

The ability to purchase a house is a dominant criterion in the housing market as
it represents buyer and market stability in terms of socioeconomic performance and

progressive development (Norazmawati, 2008). However, the current situation in



Malaysia has made owning a house difficult due to high prices. According to The
Valuation & Property Services Department’s (JPPH) Property Market Report in 2016,
there were 14,792 excess units worth about RM 8.56 Billion in 2016, of which 70.7%
were high-cost units. This impedes economic growth as the housing industry
contributed 23.3% from the total sector of GDP in 2017 (BNM, 2017). In a nutshell, the
access of affordable homeownership is essential in ensuring the fair the provision of

housing to all.

1.2 RESEARCH BACKGROUND
Evidence shows that the homeownership benefits individuals and communities (Osman
et al., 2017; Tan, 2009; Tan. 2008; Glasier and Sacerdote, 2000). The focus of
development according to the 10" Malaysian Plan is the provision of adequate housing
and ensuring access to homeownership for a safe, healthy and harmonious environment
equipped with complete public amenities and good recreational facilities within the
neighbourhood. Today, the government is undertaking vigorous initiatives to ensure all
levels of society have equal access to affordable homeownership in Malaysia

This study examines the factors the contribute to homeownership in Melaka. The
factors are socio-demographic, physical, and satisfaction level towards the provision of
public facilities and infrastructure within the neighbourhood

The rising cost of living expenses, insufficient income as well as expensive house
prices make it difficult to own a house, especially for M40 and B40 groups. The study
will help to identify issues in affordable housing through survey questionnaires as well
as the Housing Affordability Index (HAI) using the Price Income Ratio (PIR). The
methods of Price Income Ratio (PIR) or also known as median multiple (MM) and will

be used to calculate the Housing Affordability Index (HAI) in Melaka by district to



calculate house price affordability that is comparable to 30% of their annual income
level. In the survey questionnaire, the study will focus on the sociodemographic factors,
assessing the current rental house, perception of housing affordability, and measuring
satisfaction levels. The assessments also involve interviews and focus group discussions
on supporting the information with quantitative analysis. It is hoped that this study will
provide empirical evidence and a new perspective to improve homeownership in

Melaka and Malaysia.

1.3 PROBLEM STATEMENT
1.3.1 The Increase in Rural Migration to Urban Areas has led to a Shortage of

Housing Market in Urban Areas

Since the establishment of The New Economic Policy (NEP) in the 1970s by
the Malaysian government, the rural-urban migration has started to increase
significantly. A report on Malaysia's internal migration by the United Nations Habitat
(2016) shown, from the year 2010 until 2016, the rural-urban migration to the urban
area has increased to 75.2 % which lead to the restructuring society of major cities in
Malaysia. As a consequence, the demand towards affordable housing properties starts
to increase dramatically, while the demands also reflect households’ desire to live in an
urban center (Femi & Khan, 2014; Shuid, 2010). Other reasons that contributed to rural-
urban migration are supported by the promise of work opportunities, good infrastructure
facilities, as well as better access to public education and transportation.

According to Silvar and Kassim (1997), the rate of migration in the urban area
increased drastically over the last three decades and resulted in an increase in housing
units in major cities. The shortage in affordable housing occurs, as the market was not

ready to cater to the increased demand for housing (Osman et al., 2017). Furthermore,



the objective of developers towards profits oriented has led to fewer developers to built
more affordable housing units.

This has led to an increase in slum and squatters’ settlement in urban areas as
the poor need to find shelter for a living (Tan, 2011; Tey, 2014). Subsequently, more
urban sprawl are created and affecting the urban morphology of the urban center in

Malaysia.

1.3.2 The Increase in Housing Prices is not proportionate with the Increase in
Local Incomes
The rise of housing price, especially in the major cities, has significantly contributed to
the inability of homeownership as to the housing price is not proportionate to local
incomes (Osman et al., 2018). Accordingt o DOSM (2018), until 2016, semi and low-
skilled workers contribute about 60% of rural-urban migration. While, according to a
study from MIDF Investment Bank Berhad collaborative with DOSM (2018), until
2016, the median income earned by a semi and low-skilled workers is RM 1050 — RM
2784. There has been a 4.7% average increment in wages from 2010-2015. However,
according to Khazanah Research Institute (KRI), the median house price is 4.4 times
the median household income and making the housing market “seriously unaffordable”
(KRI, 2015). It is indisputable that the income level influences homeownership and the
homeownership issue is a national problem. According to BNM (2017) and KRI report
(2015), this happens when the house price offered in the market did not match the level
of household income, and causes people to be unable to afford a house. There were
14,792 excess units in 2016, and the main reason for not being sold was because their
prices exceeded RM 300,000 per unit. This number has been increasing throughout the

years (NAPIC, 2017)



Also, the daily cost of living and expenditure have caused buyers to be unable
to save to own a house (The Star, 13 June 2017). Besides daily commitments, the
monthly commitments such as car loan, personal loan, study loan and other
commitments lead to insufficient income to pay for a mortgage. According to “Beyond
the Bricks” by the HSBC Holdings Plc based in London (2017), the rise of living cost
and house prices up to RM 500,000 are still perceived as in high demand by young
people, although 75% of the young people do not have sufficient money to pay for the
deposit or upfront costs. While, the studies claimed 43% of young people postponed
their dream to own a house due to the inability to buy a house that is based on their
preferences due to insufficient income, commitments and price of the house. Even
though the government has provided several initiatives, many Malaysian still have

limited access to homeownership.

1.3.3 The Difficulty of Housing Finance and Unsupportive Finance Terms and
Conditions

Affordable housing is defined based on the ability of an individual or household income

to pay for a mortgage and still have sufficient money to pay for other necessity

expenditures (Norazmawati, 2010). Hence, a house is considered affordable if the

owner has adequate money after paying for the mortgage (Whitehead, 1991).

The amount of loan that can be financed will be based on the income earned,
as the income earned will determine the amount of the loan approved (Osman et al.,
2018). Furthermore, the banks will undertake several procedures and calculation to
consider other commitment that the applicant possesses. This is to ensure the borrower
has the ability and sufficient income for housing repayment loan according to the agreed

terms and conditions. In general, if the borrower has financially secure access to



