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ABSTRACT

The research aimed to identify the issues faced by the homebuyers in Perak. Five
problems highlighted in this research based on the literature review were; (1) lack of
affordable housing (2) uncontrolled housing price that leads to price fluctuations (3)
mismatch of housing demand and supply, (4) lack of enforcement on the development
control and process; and (5) lack of housing database. The objectives of this study are
(1) to identify the perspective of homebuyers in buying a house in Perak, (2) to analyse
the housing supply and housing stock in Perak, (3) to assess the housing policies and
practices in Perak and (4) to make recommendations on the issues identified in Perak.
In reference to the literature review, there are various factors that influenced the
homebuyers’ decision in buying a house such as (1) Housing type; (2) Facilities and
amenities; (3) Price; (4) Location, (5) Safety; (6) Living Space and (7) Design. The data
for the research was collected through a questionnaire survey and document analysis.
A questionnaire survey was distributed to 1,371 respondents. The study found that the
price of housing is the most important factor that influences the homebuyers’ decision
in buying a house. Besides that, there are other various important issues identified,
which burden the homebuyers and housing sector in Perak from the data that have been
collected. Recommendations, therefore, include (1) improvement of the existing state
housing policy, (2) closer monitoring on the implementation of low-cost and affordable
housing, (3) establishment on the affordable housing buyers’ registration and improve
the current low-cost housing registration system and (4) develop a ‘housing support
centre’ to help population to access housing programme. Finally, this research is hoped
to benefit the local authorities in the planning of the house. Every level of income should
have access to housing as it is the basic need in life.



daall) LA

Mo (3 @ )l &Y & S gite Lol @) ISl e Gl ] i s Cug
2y cas ) ST A (1) 1y (s aamle o ol oASKan i e 5831 Sl
d & lly 2l gl pas (3) Qlaw W) WS U] 35 glly Sand) p (STl
O O Sl 345l 35y ade (D) skl 2109 dlan) 390l goladl (4 OISLYI
Lol B 2 el Y5 & oL @ B e agy wad (1) el sds a Sl
LYy 3 Oy Sluylty lolew 0l (3) Bl Y5 (3 W 839l STy ST
oozl (WS Anml e J) 3La] Al &Yy (3 534 Lladll Je Sles cis (4) i
SN 2) Sl g5 (1) 100 07620 3 S tn w3 o o g addesl) Julsad
Sl wa g L ewenad) (7) ¢ ol Blis (6) DLl (D) (udsh) () andl (B coMgmdly
Lt 1371 e SULaaW) i @ e @l Ly SULaN) mjs IV e 2l
bl 3 B grie lp e Bl Gl s Ll 0 Sl e O Bl ooy
w3l g leaar & G SUL e Lad @ o) daghl Lladll et Ll s 0. 2l
ot (1) 1Y e bl Slog fess i 2Ny 3 O pllasy LM (sit s o
(3) il azisen OV ayjlive dodedd 2331 2310 (2) @B 2n S OIS Al
Liaisin SLodl (it o o5 ey IS Rain STl (gt Lo des eL]
OF bbbl D! ol UL Jgeosl O selid OSLYH s 570 ol (4 2alSH)
o S S hat O (g o O Lked dles 3 aldl wlllll Coudl e g



APPROVAL PAGE

| certify that | have supervised and read this study and that in my opinion, it conforms
to acceptable standards of scholarly presentation and is fully adequate, in scope and
quality, as a dissertation for the degree of Master of Science (Built Environment).

Mariana Mohamed Osman
Supervisor

Syafiee Shuid
Co-Supervisor

| certify that | have read this study and that in my opinion it conforms to acceptable
standards of scholarly presentation and is fully adequate, in scope and quality, as a thesis
for the degree of Master of Science (Built Environment).

Rustam Khairi Zahari
Examiner

This thesis was submitted to the Department of Urban and Regional Planning and is
accepted as a fulfilment of the requirement for the degree of Master Science (Built
Environment).

Syafiee Shuid
Head, Department of Urban
and Regional Planning

This thesis was submitted to the Kulliyyah of Architecture and Environmental Design
and is accepted as a fulfillment of the requirement for the degree of Master of Science
(Built Environment).

Abdul Razak Sapian
Dean, Kulliyyah of
Architecture and
Environmental Design



DECLARATION

| hereby declare that this thesis is the result of my own investigations, except where
otherwise stated. I also declare that it has not been previously or concurrently submitted

as a whole for any other degrees at IIUM or other institutions.

Najihan Binti Khalid

Signature .........coooiiiiiiiiiii e Date .......ooooiiiiiiii



INTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA

DECLARATION OF COPYRIGHT AND AFFIRMATION
OF FAIR USE OF UNPUBLISHED RESEARCH

HOMEBUYERS’ PERSPECTIVES ON THE HOUSING
MARKET IN URBAN AREA IN PERAK

| declare that the copyright holder of this thesis jointly owned by the student and
IHUM

Copyright © 2019 Najihan Binti Khalid and International Islamic University Malaysia. All rights
reserved

No part of this unpublished research may be reproduced, stored in a retrieval system
or transmitted, in any form or by any means, electronic, mechanical, photocopying,
recording or otherwise without prior written permission of the copyright holder
except as provided below

1. Any material contained in or derived from this unpublished research may only
be used by others in their writing with due acknowledgement.

2. 1IUM or its library will have the right to make and transmit copies (print or
electronic) for institutional and academic purposes.

3. The HUM library will have the right to make, store in a retrieval system and
supply copies of this unpublished research if requested by other universities
and research libraries.

By signing this form, I acknowledged that | have read and understand the IITUM
Intellectual Property Right and Commercialization policy.

Affirmed by Najihan Binti Khalid

Signature Date

Vi




This thesis is dedicated to my dad — Khalid Che Soh, my mom — Tumini Kasad, my
siblings — Kak long, Kak ngah, Mie, Shi and Adik for laying the foundation of what |

turned out to be in life.

I love U Guys So Much!

vii



ACKNOWLEDGEMENT

All glory is due to Allah, the Almighty, whose Grace and Mercies have been with me
throughout the duration of my programme. Although, it has been tasking, His Mercies
and Blessings on me ease the herculean task of completing this thesis.

| am most indebted to by supervisor, Assoc. Prof. Dr Mariana Binti Mohamed
Osman whose enduring disposition, kindness, promptitude, thoroughness and
friendship have facilitated the successful completion of my work. | put on record and
appreciate his detailed comments, useful suggestions and inspiring queries which have
considerably improved this thesis. Her brilliant grasp of the aim and content of this work
led to his insightful comments, suggestions and queries which helped me a great deal.
Despite her commitments, she took time to listen and attend me whenever requested.
The moral support she extended to me is in no doubt a boost that helped in building and
writing the draft of this research work. | am also grateful to my co-supervisor, Asst.
Prof. Dr. Syafiee bin Shuid, whose support and cooperation contributed to the outcome
of this work.

Nevertheless, | would like to extend my Thanks to Kementerian Pendidikan
Malaysia (Pendidikan Tingi) — MyMaster as financial aid in completing this thesis

Lastly, my gratitude goes to my beloved family and lovely friends; for their
prayers, understanding and endurance while away.

Once again, we glorify Allah for His endless mercy on us one of which is
enabling us to successfully round off the efforts of writing this thesis. Alhamdulillah

viii



TABLE OF CONTENTS

ADSTTACT ... bbbt i
ADSITACE N ATADIC. ... vveiieiiiiie e ettt e e e ettt e et e e e et e e e s et ae e e e e sab e e e s e bbeeeeesabeeeeeebareeeeanaeeeas i
APPIOVAL PAJE ...ttt ettt re e nre et iv
D =Tod 2T = U1 o] o USSR SRPRTRI %
(O70]0)Y/ o 1| (USSR v
=T [ o= U4 o] o I USRS vii
ACKNOWIBAGEMENT ...t re e nre e viii
LISt OF TADIES ... et xii
LISE OF FIGUIES ...ttt e e te e naenraenne s Xiv
LiSt OF ADDIEVIALIONS ......ocieiiiieice e XV
CHAPTER ONE: INTRODUCTION ..ottt 1
1.1 INEFOAUCTION ...t 1

1.2 BaCKgrouNd .........coveiiiiieiee e 1

1.3 Problem Statement........cccooeiiiiiiiieeee e 3

13.1 Lack of Affordable HOUSING .......ccoovviiiiiiiiiiicece, 4

1.3.2 Uncontrolled housing price that leads to price fluctuations..... 5

1.3.3 Mismatch of housing demand and Supply.......cc.ccoovvveiveieiienn. 6

1.34 Lack of enforcement on the development control and process 7

135 Lack of housing database ...........cccceovereieninininieeeeee 8

1.4 Research QUESTIONS ........cc.eciveiiieeitie et re e 9

1.5 Research Aim and ODJECHIVES..........ccveiiiiiiicc e 9

151 AlM L 9

152 ODJECTIVES ...ttt 9

1.6 Scope 0f RESEAICN .......ccvviieiecc e 10

1.7 Structure of the Research ..........ccccoovevv e 11

1.8 Significance of ReSEarch...........cccocvveveive v 13

1.9 Study Limitation and CONSLraint............ccoceverenenenenesieieeen, 14

1.10 Summary of Chapter ... 15
CHAPTER TWO: LITERATURE REVIEW.........ccoiiiiieeee s 16
2.1 INErOAUCTION ... 16

2.2 Definition of HOUSING ......coovviiiiicccccece e 16

2.3 Demand fOor HOUSING ........ooiiiiiiiiiiieicee e 17

2.3.1 HOUSING NEB.......oiiiiii e 17

2.3.2 Effective Demand..........cccoovvvieieiieiiee e 18

2.4 SUPPlY OF HOUSING ..o 19

24.1 Formal Housing Provision in Malaysia............cc.ccocveveiiennenn. 21

24.2 ACCESS T0 HOUSING ....veeivieeiie it 24

2.5 Housing Buying Process in Malaysia ..........c.ccccocvviiiiininnnenn. 25

25.1 The Procedure of Buying Under Construction Housing........ 28

2.6 Factors That Influence Homebuyers in Buying a House............ 30

2.6.1 HOUSING TYPE ..ot 30

2.6.2 Facilities and amenitieS ........cccovvviverveiesieeseee e, 30

2.6.3 PIICE. et e 31



2.6.4 LOCALION. ...ttt 31
2.6.5 SATELY .o 32
2.6.6 LIVING SPACE.....cviiiiiece et 32
2.6.7 DESION et s 33
2.7 Housing Provision in Malaysia.........c.ccccoeeviveiienesieseese e 33
2.7.1 Malaysia Plan ..........ccoeeiiriieesienee e e 34
2.7.2 Housing Programmes in Malaysia ...........cccccocevvveneicieivennene 38
2.7.3 National Housing POIICY ........cccoveiiiiiiiiiccee, 41
2.7.4 Perak State HOuSINg POLICY ........cccevviiiiieiece e, 46
2.8 Summary of Chapter ..., 49
CHAPTER THREE: METHODOLOGY ....cccoiiiiiiiesesieieie e 50
3.1 INErOAUCTION ..., 50
3.2 Research Development Framework ...........cccocoovinininicicnenn, 50
3.2.1 Initial Study: Research Design and Framework..................... 52
3.2.2 Critical Understanding Stage: Review of Related Studies and

Methodology .......cccveieeiiiieiece e 53

3.2.3 Data Collection: Achieving Objectives: Programme
Implementation, Data Acquisition & Data Gathering............ 53

3.24 Data Synthesis Stage: Proving Thesis Objective and
Suggestions for Improvements. .........cccccevvveivevesieeseese e, 53
3.3 Research APProach ... 53
3.3.1 Quantitative approach ..., 54
3.3.2 Qualitative approach ... 55
3.33 Data Collection Methods...........cccovreriieniiieninsseee e, 57
3.34 Secondary Data .........cccceverenieiininieee e 58
3.35 Document ANAIYSIS ........coveviveieiieie e 59
3.3.6 PrIMary Data ........ccoovieiiiiiiiieseeeee e 60
3.3.6.1  QUESLIONNAIIE SUIVEY .....ccvveeeerieiieeiesiesie e 60
3.3.6.2 Population Sample and Sampling Method.................. 62
3.3.6.3 The procedure of Primary Data Collection................. 66
3.3.6.4 Schedule of SUIVEY ..., 68
3.4 Analysis Methods For Questionnaire SUrveys...........ccccceevvenee. 68
34.1 Descriptive ANalYSIS .......ccooiiiiiiiiieeese e, 69
3.4.2 Inferential ANalySiS........ccooveiieiiiiiiee e 72
35 CaSE STUAY ATA.....ccueeieiieeieeiie e sttt 72
3.5.1 STUAY ATBA.....ceiiiiiiieeeee e 73
3.6 Summary Of Chapter .........ccceveiieiieece e 75
CHAPTER FOUR: FINDINGS AND ANALYSIS ..o 76
4.1 INErOAUCTION ... 76
4.2 Questionnaire Survey ANalysiS.........cccceeveeiieiieeiee e 76
421 Respondents Profile ... 76
422 Factor Influencing the Homebuyers’ Decision ...................... 79
4.2.3 HOUSING PrICE ...t 83
4.2.4 Household INCOME ......c.ooiiiiiiie s 84
4.2.5 Housing Affordability ..o, 85
4.2.6 HOUSING TYPE ..ot 86
4.2.7 Issues Identified in The Questionnaire Survey ...................... 88



4.2.7.1 Challenges in Owning a HOUSE..........ccccevververrrsreenenn. 88

4.2.7.2 The Difficulty Faced by the Respondents................... 89
4.2.7.3 Lack of Awareness about the Housing Programme.... 90
4.3 DocumMeNt ANAIYSIS ......cooiiiiiieiiee e 91
4.3.1 HOUSING SOCK .....cvveiieiecicce e 91
4.3.1.1  InCOMING SUPPIY .vvviriiiiiiiiieeee e, 92
4.3.1.2 ComMPIetion.......ccoevieiiiie e 93
4.3.1.3 EXIStING StOCK ..o, 96
4.3.2 The ratio of living quarters per household ..............c.ccocvnee. 97
4.3.2.1 HOUSING PriCe......coiiiiiiiiiieiccee e 98
4.3.3 Issues identified from the document analysis ..............c........ 99
4.3.3.1 Oversupply of Housing StocK..........cccccvvvvivniiinnnnnn. 99
4.3.3.2 Drastic increase of housing price........ccccccevvervevvenen. 100
4.3.4 Losses of Housing Stock Data ..........cccooeveveiininenicienn, 102
4.4 Summary Of Key FINdiNgS ........cocovvevieiiiic e 106
441 Factor influencing the homebuyers’ decision ...................... 106
4.4.2 Issues faced by the housing sector in Perak ......................... 106
4.4.2.1 Difficulty in Obtaining Housing Loan...................... 106
4.4.2.2 Price of the house is too high..........cccccoeveiviiiienen, 107
4.4.2.3 Shortage of affordable housing unit..............cccceueee. 108
4.4.2.4 The mismatch between the demand and supply of
NOUSING .o 108
4.4.2.5 Inefficiency of the existing State Housing Policy..... 109
4.4.2.6 Lack Of QWareness.........ccecvriereerieseenieeieeseesesee e 110
4.5 Revisiting Research ObJectiVe.........cccccevveviiiieceece e 111
4.6 Summary of Chapter ... 112
CHAPTER FIVE: RECOMMENDATION ....cccotititeieieieese e 113
51 INFOAUCTION ... e 113
52 RecoOMMENdatioNS.........ccvieeieeieriese e e 113
521 Recommendation 1: Improvement of the existing state housing
POLICY . 113
522 Recommendation 2: Closer monitoring in the implementation
of low cost and affordable houses provision by Public and
Private DeVEIOPEIS .......ccvviveiieieee e 116
523 Recommendation 3: To improve the current low-cost housing
registration system, affordable housing buyer’s registration
system and at the state level. .........ccccocooveiieeiccecc e, 117
524 Recommendation 4: To develop a ‘Housing Support Centre’ to
help the Rakyat to access housing as a part of a more engaging
APPIICALION PrOCESS .....cvveviiiiieiiieieee e 120
5.3 Summary of Research Findings and Recommendation............ 121
54 CONCIUSTON ... 122
REFERENGCES. ........o oottt sttt ana e e 124
APPENDIIX T .ottt ettt sttt ne e 139

Xi



Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

2-1

2-2

2-3

2-4

2-7

3-1

3-2

3-3

4-2

4-3

4-4

4-5

LIST OF TABLES

Summary of the scope of research

Methods of housing provision in developing countries
Summary of housing policy in Malaysia since 1970
Affordable housing programme offered

National Housing Thrusts and Policy Statements

Percentage Distribution of Housing Development (2013 &
2014)

Percentage Distribution of Housing Development (2015
Percentage Distribution of Housing Development (2017)
Research Framework

Data collection method for the study

Type of Secondary Data required

Structure of the questionnaire survey forms

Distribution of respondents during fieldwork survey
Schedule for questionnaire survey

Analysis method adopted

Independents Variables

Respondents’ profile

Factors Influencing Buyers Decision using RII

Table Spearman Rho Correlations: Respondents’
Household Income and Respondents” Opinion on Housing
Criteria

Housing price range proposed by the respondents

Median Monthly Income of the respondents

Xii

11

23

35

39

42

46

47

48

o1

58

59

61

64

68

69

70

77

80

82

83

84



Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

4-10

4-11

4-12

4-13

4-14

4-15

4-16

4-17

4-18

4-19

4-20

4-21

4-22

5-1

Affordability level of the respondents
Type of house owned or rented by the respondents

Relationship between the level of income and type of
house

Challenges in owning a house
Difficulty in obtaining a Housing Loan

Chi-Square Test: level of income and difficulty in
obtaining the housing loans

Housing scheme offered and registration in Perak
Incoming housing supply in 2017

The completion housing stock in Perak according to type
of house and district

The existing housing stock in Perak according to the type
of house

The ratio of living quarters per household

Housing price in Perak According to the district, 2013 -
2017

Housing issues identified from several Local Plans in
Perak

Calculation process in identifying the losses

Losses of all types of housing unit from the year 2005 —
2015

Losses of low — cost housing unit from the year 2005 -
2015

Checkilist research objectives and findings

Affordable housing price of the respondents

Xiii

85

86

87

88

89

90

91

92

94

96

97

98

99

103

104

105

111

115



Figure
Figure

Figure

Figure
Figure
Figure
Figure
Figure

Figure

2-1

2-2

2-4

3-1

3-3

4-1

LIST OF FIGURES

Structural Framework of the literature review
Concept of housing demand

A conceptual model of housing provision in the developing
country

Real estate purchases decision-making process

Guide to purchase under construction property in Malaysia
Research framework for the study

Selected location for questionnaire survey

Location plan of Perak

Completion housing stock in Perak according to the type
of house since 2007 — 2017

Xiv

10

17

22

27

28

56

67

74

95



PRIMA
IDEAS
KRI
NAPIC
DOSM
UNESCAP

MyHome
PP1AM
PPR
RMR1M
RUMAWIP
EPU

HDA
UDHR
IMF
MHLG
UNCSHC/
HABITAT
PBR

NHP
CUEPACS

SPSS
CF
TCF
KAED
RII
B40
M40
T20
CCC

LIST OF ABBREVIATIONS

Skim Projek Perumahan Rakyat 1 Malaysia
Institute for Democracy and Economics Affairs
Khazanah Research Institute

National Property Information Centre
Department of Statistic Malaysia

United Nations Economic and Social Commission for Asia and
the Pacific

Skim Perumahan Mampu Milik Swasta
Perumahan Penjawat Awam 1 Malaysia
Program Perumahan Rakyat,

Rumah Mesra Rakyat 1 Malaysia

Rumah Mampu Milik Wilayah Persekutuan
Economic Planning Unit

Housing Development Act

Universal Declaration of Human Rights
International Monetary Funds

Ministry of Housing and Local Government
United Nations Centre for Human Settlements

Program Bantuan Rumah

National Housing Policy

Congress of Unions of Employees in the Public and Civil
Services

Statistical Package for Social Science

Certificate of Fitness

Temporary Certificate of Fitness

Kulliyyah of Architecture and Environmental Design, UM
Relative Importance Index

Bottom 40%

Medium 40%

Top 20%

Certification of Completion and Compliance

XV



CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION

This chapter introduces the research topic and its framework to provide more
understanding of the topic. The introduction includes the research background, problem
statement, research questions, research aim and objectives, research scope as well as the
research procedure and structure. This chapter also covers the significance of the
research and finally the research limitation. Through this research, relevant
recommendations are provided to overcome the issues and challenges experienced by

the housing sector in Perak.

1.2 BACKGROUND

Home or dwelling is a necessity or essential good that is used to shelter people from
outside danger and bad weather. This type of protection will help to improve the quality
of life of a person, provide benefit to the physical, mental and social well-being of the
people. It also provides comfort to the person to continue their living. Currently,
purchasing property in Malaysia is considered one of the most challenging tasks.
According to the World Cities Report 2016, not only Kuala Lumpur, but cities around
the world also faced this challenge (UN-Habitat, 2016). Most of the cities faced various
changes in the past 20 years ago in the economic, social and cultural sector. Some of
the issues experienced by the cities were rapid urban growth, an increase of household
numbers, a growing number of urban residents living in slums and informal settlement

difficulties in providing urban services.



A study conducted by Hope (1968) has found that developing countries
experienced the issues of rapid urbanisation which has spread since the early twentieth
century. In one hand, the occurrence of rapid urbanisation is actually a good sign to a
country which shows that the country is developing. However, this phenomenon has
also given severe negative impact such as having an increase in the number of rural
populations being migrated to the urban area. Majority of these people are a low-income
earner. Statistically, the rural population migrated to an urban area to find a better
economic opportunity and this has led to an increase in demand for houses in the urban
area. The authorities have faced challenges to meet the demand from this population
and to provide basic urban services and amenities to the them. The country might be
facing another issue resulting from the growing number of the urban population such as
an urban spill, squatters, and other related issues.

Through their studies, Khazanah Research Institute (2015) has identified that
Malaysia has experienced a drastic increase in housing price for the past 10 years. This
increment has impacted the low and medium incomes group as the housing price goes
beyond their affordability. Furthermore, most of the developers are focusing on building
a high-cost housing as this type of property gives more profit as compared to the others.

In order to overcome these issues, in 2012, the Malaysian government has
introduced 1Malaysia People’s Housing Programme or PRIMA with the intention of
helping the middle-income group to buy houses (PR1MA, 2014). From the government
point of view, most Malaysians with middle-income have major concern on buying an
affordable housing unit which has become a severe issue especially in urban areas. The
government believes that with the introduction of PRIMA house, this could support
middle-income earner in the provision of affordable housing. Unfortunately, based on

the various studies conducted by Khazanah Research Institute (2015); the price offered



by PR1MA is still considered as not affordable to about 50% of the middle-income
population.

Nevertheless, the success of these housing programmes does not only depend
merely on the provision units but also other factors that affect the housing allocation.
Aside from housing programme offered by the federal government, every state
government has their own housing programme offered to their local population
according to their level of income. With the variation of low-cost and affordable
housing programmes promoted by the government nowadays, the provision has
attracted many citizens, particularly among the targeted groups to get access to
affordable housing. From this initiative, the government should focus on supply and
demand in order to ensure adequate access to the homeownership.

To ensure a smooth process of providing adequate access to the housing
provision, a proper allocation to the targeted income group should be managed and
administered properly. The online application process through registration systems has
been introduced to all government assisted housing programme for rental and sales of

those houses.

1.3 PROBLEM STATEMENT

Various housing issues are still existing despite various housing promotion and
programme have been provided by the public and private sector for the homeownership.
Active measures should be taken by the public and private sectors to overcome these
issues in order to meet the housing needs of all population. The housing issues that have

been identified at the early stage are as follows:



1.3.1 Lack of Affordable Housing
Malaysia is expected to have a shortage of one million units of affordable housing by
2020 (Tong, 2018). Recently, the media has reported that Malaysia currently is facing
an issue of lacking affordable housing. PR1IMA has stated that the demand for
affordable housing in Klang Valley is very high. The total number of applicants for
PR1MA affordable housing programme is 1.5 million. The number of applicants is
actually 27 times more than the number of housing units (Yeong. Eva, 2017)

Furthermore, most of the youngsters and potential buyers, especially the first
homebuyers, felt that the housing units provided by PR1MA are limited and costly
(Hamid, 2017). Dr Carmelo Ferlito, Senior Fellow of Institute for Democracy and
Economic Affairs (IDEAS) also mentioned that the affordable housing programmes
managed by 20 federal and state agencies were not helping at all in supplying the
affordable housing units (Idris, 2017). Kinabatangan MP Datuk Bung Mokhtar
mentioned in the New Straits Times, “PR1MA was not carrying out their responsibility
to build affordable housing, but building unaffordable housing instead” (Hamid, 2017).

The study by Khazanah Research Institute (KRI) (2015), has identified that
housing affordability level in Malaysia has worsened where the housing price in
Malaysia was 4.4 times the median annual household income in 2014. According to the
global standards, housing price in Malaysia was unaffordable compared to the median
income of the population. Housing price can only be considered as “affordable” if the
housing price three times the median annual household income (KRI, 2015).

In 2016, Bank Negara Malaysia has reported that based on the international
standard of median multiple affordability, the price of affordable housing in Malaysia
which RM 313,000 is actually not affordable. The maximum price of affordable housing

for Malaysian is actually RM 282,000 (Cheah Su Ling, Stefanie Joan Almeida, Ho Su



Wei, 2017). According to Dr Carmelo Ferlito, senior fellow of the Institute for
Democracy and Economic Affairs (IDEAS), only 21% of newly launched of affordable

housing were priced below RM250,000 (Idris, 2017).

1.3.2 Uncontrolled housing price that leads to price fluctuations

The drastic increase in housing price has become a burden to Malaysian citizens. The
central bank has reported in the quarterly bulletin that, between 2007 until 2016 the
housing price increased by 9.8%, while household income only increased by 8.3%. The
mismatch between the housing price and household income more severe between 2012
to 2014 due to the percentage of growth in housing price was more than two times the
income levels (Malay Mail, 2018b).

Malaysia’s residential property market has started to experience high prices
since 1995 in several states (Zainal Abidin Hashim, 2010). Almost every year, the
residential properties’ prices were increased, but disposable income remained constant
or reduced further. Khazanah Research Institute (2015) has found that the housing price
in Malaysia and the state of Perak was considered ‘“Seriously Unaffordable” as
compared to the income of the population in Perak.

However, Malaysia is not the only country faced a drastic increase in housing
price. Other economically developed countries such as China, Hong Kong and Korea
have also experienced similar issues (Glindiro, Subhanji, Szeto & Zhu, 2011).
According to Knoll, Schularick & Steger (2014), housing prices in Australia, Japan,
Sweden and more were constant in the 19" to the mid-20" century but were increased
sharply in recent decades. High housing price is one of the reasons why owning a house

becomes a challenge in Malaysia, especially among younger households.



1.3.3 Mismatch of housing demand and supply

The housing stock in Malaysia was increased by 35% for the past twelve years (Bank
Negara Malaysia, 2015). Although the housing stock in Malaysia has faced extensive
growth, Malaysia still experiences a shortage of housing supply at the national level.
The number of households keeps on increasing and widens the gap between the housing
stock and the number of households to 2.5 million units in 2015 from 2.1 million units
in 2005 (CBRE Global Research and Consulting, 2014).

Besides, the number of overhang residential properties in Malaysia also has
increased by 10% between quarters (Malay Mail, 2018a). The total overhang residential
properties in quarter one (Q1) 2017 was 130,690 units, the number increased to 146,497
units within 4 months in Q2 2017. 82% of overhang residential units in Q2 2017 was
the housing price above RM 250,000.

Based on the stock of the newly launched residential property has recorded to
have only 24% of the housing unit were priced at RM250,000 or below, while the
population who could afford to buy the housing unit were 35% (Malay Mail, 2018b).
This clearly shown, the deviation in supply and supply of housing unit.

However, Malaysia is not the only country faced a drastic increase in housing
price. Other economically developed countries such as China, Hong Kong and Korea
have also experienced similar issues (Glindiro, Subhanji, Szeto & Zhu, 2011).
According to Knoll, Schularick & Steger (2014), housing prices in Australia, Japan,
Sweden and more were constant in the 19" to the mid-20" century but were increased
sharply in recent decades. High housing price is one of the reasons why owning a house
becomes a challenge in Malaysia, especially among younger households. Lack of

enforcement on the development control and process.



1.3.4 Lack of enforcement on the development control and process

Malaysia housing policies are still lacking in many ways which caused a growing
shortage of affordable housing (Tong, 2018). Perak Housing Policy, for instance,
required the developer to provide; 20% low-cost house, 20% medium cost house and
60% other type of house in every 10-acres of development (Pejabat Tanah dan Galian
Perak, 2014), but the developers subdivided their development into piecemeal which
was less than 10 acres, to avoid from building low-cost and medium cost house.

Besides, Pejabat Tanah and Galian Perak have found that Perak is lacking in
controlling and monitoring of low-cost and affordable housing project which has led
the developers to focus more on building high-cost housing (Pejabat Tanah dan Galian
Perak, 2016). It was reported by News Strait Times that the developers had submitted a
plan for housing development to the local authority, and zoning for affordable and low-
cost housing identified in the plan, However, there was no evidence of building a low-
cost house in the specified areas (Arumugam, 2018).

Later, it was found that the developers delayed the construction of affordable
and low-cost housing for a certain period of time, and after that, the developers would
apply for a change of development from low-cost housing to other type of housing
(Perak Land and Mineral Office, 2016; Arumugam, 2018). There were also some
developers who had requested for exemption from building affordable housing
(Arumugam, 2018). According to the new research by Shelter, the legal loophole was
the main culprit which allowed developers to build less affordable housing (Fraser,

2017).



1.3.5 Lack of housing database

Malaysia currently has issues in acquiring the supply and demand data such as
household income, housing characteristic and housing preference data. This difficulty
has hindered the ability to supply data to be tailored effectively to meet the demand of
households (Hamid, 2017). Bank Negara Malaysia has mentioned that Malaysia did not
have an integrated housing database, which had led to the issue of lacking affordable
housing (ldris, 2017).

Besides, the mismatch between the supply and demand of housing units is also
due to the lack of housing database. Based on Khazanah Research Institute (2015), an
integrated housing database will help the government to provide housing based on the
income, price and location of the population. Such information could provide guidance
on the housing stock supply to the market and should be involved by the Government
and developers to ensure that the way forward of housing development is well informed.

The provision of affordable housing in Malaysia is still fragmented and
uncoordinated. From 2013 until 2017, only 255,341 unit of affordable housing were
completed by the various agencies (Hamid, 2017). The completed housing units are still

below the government target which is to supply one million affordable housing by 2018.



1.4 RESEARCH QUESTIONS
From the problem statements, there are four research questions need to be answered,

which are:

1. What is the factor that influences the homebuyers in buying a house?
2. What is the current housing stock and supply in Perak?
3. How efficient the housing policies are in Perak?

4. What are the issues faced by the housing sector in Perak?

1.5 RESEARCH AIM AND OBJECTIVES
1.5.1 Aim

The aim of this research is to identify the issues faced by the homebuyers in Perak.

1.5.2 Objectives
There are several objectives which have been identified from the problem statement.
The objectives of this research are:
1. To identify the perspective of homebuyers in buying a house in Perak
2. To analyse the housing supply and housing stock in Perak
3. To assess the efficiency of the housing policies and practices in Perak

4. To provide recommendations on the issues identified in Perak



