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Summary 

The Chinese real estate market has boosted for decades, and it plays a crucial role in the 

Chinese social and economic development. The housing market, since the establishment of 

the People’s Republic of China (PRC), has experienced three magnificent reforms, which was 

in line with changes of the country’s economic reforms. Before 1978, Chinese housing 

system was a government-funded and -run welfare system under the planned economy. From 

1978 to 1991, the housing system experienced a decentralized and market-towards period 

under the economic transitional stage. After 1992, the system was privatized into a market-

based one, which has triggered a booming real estate development until now. However, 

problems have emerged under this significant growth. One of the most serious issues is the 

high prices of housing in many metropolitan cities such as Shanghai.  

The residential housing price in Shanghai has skyrocketed in the recent years and has become 

unaffordable for a wide range of low-and middle-income residents. According to the 

International Monetary Fund report in 2011, the price-to-income ratio of housing in Shanghai 

has reached 14, which significantly exceeds the comfortable range from 4 to 6 recommended 

by the World Bank. Therefore, In order to satisfy the housing needs of the low-and middle-

income residents in Shanghai, an effective affordable public housing system is required to 

achieve by the central government. 

As a student from Shanghai and now studying aboard in the field of real estate, I feel 

interested in analyzing successes of affordable housing systems in developed countries and 

expect to provide some optimization suggestions to the current affordable housing system in 

Shanghai. 

Structure research 

This research analyzes two sectors of an affordable housing system – rented and owner-

occupied sectors. There are two case countries that have been analyzed in the research, due to 

the fact that they both have made significant achievements in the respective sector. One is the 

Netherlands, which has the highest percentage of social rented housing in the European 

Union. The affordable housing in the Netherlands is called Social Housing. Another is 

Singapore, which has successfully promoted home ownership in the nation, enabling 82% of 

citizens living in affordable public housing with high satisfaction. 

The research consists of two parts. The first part is formed by an analysis on three affordable 

housing systems, that is, the social rented housing system in the Netherlands, the public 

owner-occupied housing system in Singapore and the current public housing system in 

Shanghai. The systems are examined from three aspects, namely, Stakeholder, Measure and 

Market model. Stakeholders are discovered to understand the players in each system, 

visualized by Organogram charts to show their relations. Measures that these stakeholders 

take on a series of key aspects are elaborated. Models of the market are formulated by System 

Dynamics method, and how those measures from stakeholders influence variables of the 

market is also illustrated in the diagrams.  

The second part of the research is to optimize the current public housing system in Shanghai 

by introducing the strategies from the other two. The optimization is conducted also from the 

three aspects - stakeholder, measure and market model. An optimized organogram and an 

optimized causal loop diagram are formulated at the end of the research. 

Social rented housing system in the Netherlands (Chapter 2) 

Not-for-profit private housing associations play central roles in the social rented housing 

system in the Netherlands. They fulfil social responsibility of providing affordable housing 

on a market base, and operate under a Revolving Fund mechanism. Backed by the central 
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government, two funds in the system (Social Housing Guarantee Fund and Social Housing 

Central Fund) are independently managed to restructure housing associations, to guarantee 

their loan payments and to ensure a sustain development in the sector. 

The Dutch government equilibrates the social rented housing market through interventions on 

both supply and demand side. By adopting four means - regulating rental price, improving 

satisfaction of users, setting eligibility restriction and providing financial support to rent - the 

government adjusts the demand side; by regulating rental and sale prices, profits and number 

of new units, the government influences the supply side. There is an internal dynamic 

equilibrium in the social rented system between goods (housing stocks) market and financial 

market. 

Public owner-occupied housing system in Singapore (Chapter 3) 

The Singapore government fully monopolizes the public housing system in terms of planning, 

land acquisition, financing, material production, construction, price setting, flats allocation 

and maintenance. The national security savings (Central Provident Fund) are efficiently 

utilized to financially support public housing development on both supply and demand side, 

and the state-owned public housing developer (Housing and Development Board) offers 

myriad types of flats to the demand side, fulfilling housing aspirations of the citizens. 

In addition to four means used by the Dutch government in its system (regulated price, 

satisfaction, eligibility restriction and financial support), developing a wide choice of flat for 

different classes through Research and Development, is also applied in the Singaporean 

model so that the demand for public housing is stimulated to a great extent. 

Current public housing system in Shanghai (Chapter 4)  

Under the current situation, capital for public housing development in Shanghai is dependent 

on the land leasing fee and governmental grants, which has caused a large fiscal burden for 

the government. There are multiple players providing various categories of public flats, 

whose roles are not clear. Financial resources for public housing mismatch to the actual need 

in the local level. The Housing provident Fund is not fully utilized to generate affordable 

housing development for both supply and demand side. Transparency or supervision needs to 

be upgraded, and the price for public housing may still high as it is pegged to the market 

price. Besides, financial managerial skills of governmental housing providers need to be 

improved. 

Optimization of the current public housing system in Shanghai (Chapter 5) 

Regarding suggestions on stakeholders, the number of public housing providers should be 

reduced, financial institutions should be strengthened for liquidity provision, and the social 

institutions should be improved.  

Regarding suggestions on measures, clear social tasks and performance areas should be 

specified, profits from other commercial business should be reinvested into the public 

housing, pre-distribution mechanism should be introduced, the public rented housing 

operators should be privatized, the Municipality should provide financial resources with more 

forms, a Fund in the system should be established, special bond for public housing 

development should be issued through national banks, multiple types of grants should be 

designed and be provided, more marketing strategies should be introduced from Singapore, 

and “Big data” in the housing system should be established. 

Regarding suggestions on the market model, the requirement on for-profit developers to 

transfer public housing from their projects should be eliminated. Through purchasing special 

bonds from the China Development Bank, the Housing Provident Fund of Shanghai could 

facilitate the public housing suppliers, and provide grants and concessionary loans to the 
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demand side. What’s more, the public housing providers should be non-publicly-traded firms 

to remain profits in the system, so that a part of the profits can be poured into a fund to 

financially support the public housing providers, and a part can be used to develop different 

forms of grant schemes for vulnerable groups, as well as to invest in R & D so as to develop 

more market-oriented flats. 

Conclusion (Chapter 6) 

Through a lesson from Dutch social rented housing system, we see a possibility that private 

firms can gain profit as well as fulfil social responsibility at the same time by efficient 

operation and governmental interventions. Different roles that a government and financial 

institutions should take in maintaining financial stability also get learned. We also realize the 

actions that a democratic system takes to protect the individual’s human rights though 

establishments of social institutions and policy making. 

From a study on the Singapore system, we see a feasibility that a centralized government 

reaches its social goal by monopolizing the housing system and operating with high 

transparency. The system also demonstrates an advanced CPF-HDB mechanism where 

financial institutions expand housing demands by providing liquidity, while housing 

providers create differentiated housing products to allocate demands. 

Both two systems suggest that a country can realize housing affordability for its citizens 

despite the form of governmental systems and cultures. The successful implementation of 

both “visible hands and invisible hands” on an affordable housing system also interprets a 

traditional Chinese wisdom, the equilibrium of Yin and Yang, from a practical perspective. 

The current housing market in Shanghai is cooling down, which offers a unique opportunity 

for the government to transform the housing system into a resource-intensive and human-

oriented one in favor of a healthy and sustainable economy. Since there is a diminishing land 

leasing fee regarded as a crucial income source for the government, it is also the time to 

optimize the operational behavior of governmental institutions so that a government with 

more reliance and experience can be achieved, which uses the financial resources from its 

people more efficiently and responsibly. 

All in all, the optimization suggestions provided to the Shanghai system are formed through 

the studies of two advanced housing systems from a technician level; in reality, they are 

based on a cornerstone at a human level, which requires ethics, openness of minds and 

courage of the policy makers and interest groups in Shanghai. 
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1. Introduction  

1.1 Research context 

Since the establishment of the People’s Republic of China (PRC), the Chinese housing 

market has experienced three magnificent reforms, which was in line with changes of the 

country’s economic reforms. Before 1978, Chinese housing system, under the planned 

economy, was a government-funded and -run welfare one (Gao, 2010). From 1978 to 1991, 

the housing system experienced a decentralized and market-towards period at the economic 

transitional stage. In 1992, the system was privatized into a market-based one, which has 

triggered a booming real estate development. 

However, problems have also emerged under the shadow of the significant growth. One of 

the most serious issues is high housing prices in many metropolitan cities such as Beijing and 

Shanghai, which may arouse a series of problems in the societies. For example, a societal 

instability may be exacerbated in that the disparity between the rich and the poor has been 

widened. High housing prices and enormous profits enable a closed circle of people at the top 

of the chain to get rich overnight, while the financial situation of the majority of low- and 

mid-income households doesn’t improve at the same time, instead, they have to pay back a 

large sum of mortgage loans for decades. The enlarged wealth gap may arouse tensions 

among different classes within the society.  

Being aware of the problem, the Chinese central government started to promote public 

housing in 2007. The policy aims to satisfy the basic housing needs of the low and middle 

classes and to achieve a long-term sustainable development in the economy.  

 

1.2 Problem statement 

Since the start of the real estate boom in China, the housing price in Shanghai has 

skyrocketed and remains unaffordable for a wide range of low-and middle-income residents 

(Chen et al., 2014). According to the IMF Staff Country Report (2011), the Housing Price to 

Income Ratio in Shanghai has reached 14, which has significantly exceeded the comfortable 

range between 4 and 6 recommended by the World Bank (Xinhua, 2006).  

To realize housing affordability as the central government required, the Shanghai municipal 

government immediately announced to promote affordable public housing developments for 

those low- and middle-income classes who cannot afford housing from the private market. 

However, the progress doesn’t develop as well as it was expected, and voices from the public 

requiring speeding up the development have been heard across media (Zheng, 2011). 

Therefore, an optimization of the current public housing system in Shanghai is pragmatic and 

important for achieving housing affordability. 

In general, the problem statement can be concluded as below:  

 

 

 

The public housing in Shanghai has been developing since it started in 
the last decade; however, it still doesn’t fulfil the goal of housing 
affordability for the low- and mid-income classes. 
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1.3 Research objectives 

The objective of this research is to optimize the current public housing system in Shanghai by 

exploring international solutions. Ideally, useful affordable housing practices from several 

developed countries are introduced into the one in Shanghai to improve its effectiveness and 

efficiency. 

Housing affordability is a basic human right, and through the development of public housing 

the government can meet the housing needs of low and middle incomes. In some large cities 

such as Shanghai, social problems could be triggered due to the fact that the housing prices 

are too high to afford for these classes. To avoid the unrest in the society, therefore, the 

government is promoting public housing development; however, it is still at its initial stage, 

remaining many matters to be improved in the system. As a Chinese student studying aboard 

in the field of real estate, I feel interested in acknowledging and analyzing successes of 

mature affordable housing systems in some developed countries, and expect the research may 

deliver values for achieving a sound public housing system in Shanghai. 

1.4 Research boundaries 

There are two types of housing tenure in the public housing system in Shanghai – rental and 

shared-ownership. It indicates that the Shanghai municipality promotes housing affordability 

for the residents by means of improving “affordable to rent” and “affordable to buy”. 

Therefore, the research boundary should be concentrated on these two paths. 

The Netherlands enjoys a remarkable reputation in achieving “affordable to rent”. It has the 

highest percentage of social rented housing in the European Union, accounting for about 32% 

of the total housing stock and around 75% of the total rented stock in the country 

(CECODHAS Housing Europe review, 2012). The Dutch affordable housing, commonly 

referred as Social Housing, is provided by private not-for-profit organizations. 

Singapore is well-known for its successful promotion on “affordable to buy”. According to 

the Department of Singapore Statistics (2014), the home ownership rate by 2013 has reached 

90.5%, in which more than 70% goes to ownership in the public sector. The affordable 

housing in Singapore is provided by the Singapore government, thus, it refers to the term 

Public Housing. 

Since both countries have good reputations in affordable housing of their kinds, the 

affordable housing systems of these two countries are selected for analysis. An explanation of 

the Dutch social rented housing system is given in the Chapter 2, and an analysis on the 

public owner-occupied housing system in Singapore is elaborated in Chapter 3. 

 

1.5 Research question 

The research question and sub-questions below are formed on the basis of the research 

context, problem statement, research objectives and boundaries. 

The main research question is formed as: 

 

How to optimize the current public housing system in Shanghai in order 
to achieve housing affordability for the low-and middle-income classes, 
through studies on the cases of the Netherlands and Singapore? 
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In order to get a complete story of the affordable housing systems from a starting point, a 

series of questions can be constituted  based on “Five Ws and One H ” (Who, What, When, 

Where, Why and How). 

They can be derived as:  

Question A: “Who are the stakeholders in each affordable housing system?” 

Question B: “What are the measures that these stakeholders take?” 

Question C: “Since when did the affordable housing systems start to operate?” 

Question D: “Where are these housing systems functioning?” 

Question E: “Why are they established?” 

Question F: “How do these measures taken by stakeholders influence their affordable 

housing markets?” 

Question A and B are highly valuable and meaningful for providing suggestions on 

optimizing the public housing system in Shanghai, and they can be discovered through 

literature study. Though Question C can also be found from literature study, it is not that 

important in this research. Question D can be easily answered as these systems are embedded 

in their nations, namely the Netherlands, Singapore and Shanghai, China. Obviously, to 

achieve housing affordability is the reason for the establishment of these systems, which 

answers Question E. Question F remains unknown, yet, it is important in terms of policy 

making and is also interesting for a student in this field to explore the result. Therefore, 

research focuses are put on the Questions A, B and F.  

In line with the main questions and the objective of this research, the sub-questions are 

addressed as: 

 

1. Who are the stakeholders of social rented housing system in the Netherlands? 

2. What are the measures that these stakeholders in the Netherlands take in order to 
achieve housing affordability? 

3. How do these measures taken by stakeholders influence the Dutch social rented 
housing market? 

 

4. Who are the stakeholders of public owner-occupied housing system in Singapore? 

5. What are the measures that these stakeholders in Singapore take in order to 
achieve housing affordability? 

6. How do these measures taken by stakeholders influence the public owner-
occupied housing market in Singapore? 

 

7. Who are the stakeholders of public housing system in Shanghai? 

8. What are the measures that these stakeholders in Shanghai take in order to 
achieve housing affordability? 

9. How do these measures taken by stakeholders influence the public housing market 
in Shanghai? 

10. What are the problems discovered from the research of the public housing 
system in Shanghai? 

11. How can the current public housing system in Shanghai be optimized through the 
studies from the other two? 



4 

 

1.6 Techniques and methods 

Two techniques, Organogram and Table, and one method, System Dynamics, are utilized in 

this research. 

The implementation of Organogram is to solve the “Who” questions (Sub-question 1, 4 and 

7). It illustrates the objects (stakeholders) and their static interrelations in the respective 

system.  

A Table is to answer the “What” questions (Sub-question 2, 5 and 8). It presents measures 

that the stakeholders take in order to realize housing affordability.  

System Dynamics is utilized to explore the answer for “Why” question (Sub-question 3, 6 

and 9). It discovers the dynamic behavior of any of the three housing markets that are 

influenced by the measures taken by stakeholders. Detailed descriptions of the techniques and 

the method are explained as follows. 

1.6.1 Organogram 

The first technique applied in this research is called Organogram, also known as an 

organizational chart. The Organogram shows the structure of an organization or a system and 

the relationships of its elements. The value of this technique lies that a complete organization 

or system is clearly visualized by a picture (Haskel and Breaznell, 1922). In this research, the 

Organogram is applied to visualize the stakeholders and their relations in the respective 

affordable housing systems. The organograms of each of the three systems are based on a 

template Organogram (Figure 1-1).  

 

 

                                    

 

 

1.6.2 Table 

A table is used to indicate the measures that stakeholders take in order to achieve housing 

affordability. 

Stakeholders in different systems take measures from many aspects. In order to discover 

these measures in each system and compare them under a same structure, several common 

Figure 1-1 Template organogram applied for analyzing stakeholders in three systems 

http://en.wikipedia.org/wiki/Organizational_structure
http://en.wikipedia.org/wiki/Organization
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and key aspects are selected. They are the aspect of Entry, Land, Finance, Eligibility & 

Allocation, Price control and Maintenance.  

In “Entry” aspect, the task is to discover what measures that stakeholders take in order to be 

qualified “players” in the playing field of affordable housing system. 

In “Land” aspect, the task is to discover what measures that stakeholders take so as to acquire 

land that are prepared for affordable housing development. 

In “Finance” aspect, the task is to discover what financial measures that stakeholders take to 

support affordable housing development. 

In “Eligibility & Allocation” aspect, the task is to discover what measures that stakeholders 

take so as to qualify the users of affordable housing and to allocate affordable units to them. 

In “Price control” aspect, the task is to discover what measures that stakeholders take in order 

to enable affordable housing prices affordable. 

In “Maintenance” aspect, the task is to discover what measures that stakeholders take so as to 

ensure long-term performances of affordable housing. 

Table 1-1 is a template table that is used in three systems, categorizing and visualizing 

stakeholders and the measures they take from different aspects. Stakeholders are listed 

vertically, and aspects are presented horizontally. 

 

Table 1-1 Template table applied for analyzing measures taken by stakeholders in three systems 

Entry Land Finance
Eligibility & 

Allocation
Price Control Maintenance

Stakeholder1

Stakeholder2

Stakeholder3

Stakeholde4

Measures

 

 

1.6.3 System Dynamics 

The method system dynamics (SD) is a methodology and mathematical modelling technique 

for framing, understanding, and discussing dynamic behaviours of complex systems. The 

methodology includes causal loop diagrams and stock flow diagrams. 

Causal loop diagrams 

A causal loop diagram (CLD) is a causal diagram that helps visualize and qualitatively 

analyze how the different variables in an organization or a system are interrelated.  

A series of nodes and edges are the constituent components of the diagram, in which nodes 

represent the variables and the edges show the relation between the variables. A positive (+) 

causal link between two nodes indicates that they move in the same direction, while a 

negative (-) one means opposite. 

A closed cycle in CLD is defined either as a reinforcing or balancing loop. A reinforcing loop 

is a cycle in which the effect of the change of a variable reinforces the initial variation, while 

a balancing loop is the cycle in which the effect of the change in any variable returns to the 

variable a deviation opposite to the initial one. 

http://en.wikipedia.org/wiki/Causal_diagram
http://en.wikipedia.org/wiki/Node_(computer_science)
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In addition, a stock and flow diagram aids in analyzing a system in a quantitative way, which 

is transformed from a CLD. However, in this research, a stock and flow diagram is not usable 

as there was no suitable quantitative data source found. Therefore, only a CLD is applied to 

exam the affordable housing systems in three regions. The CLD for each system is formed on 

the basis of a template CLD (Figure 1-2).  

As shown in this figure, the housing market of any of the three regions is distinguished by 

two parts - supply side and demand side. On the supply side, there are two loops, one 

reinforcing and one balancing. The reinforced (+) loop, which interconnects Number of 

affordable housing units available for lease/sale, Number of affordable housing units 

rented/ sold, profits of developers and Number of new units built, includes the forces that 

drive up the supply cycle of affordable housing in the market. The supply side is balanced by 

a negative (-) feedback loop, which interconnects Number of affordable housing units 

available for lease/sale and Number of affordable housing units rented/ sold. As the 

reinforcing loop tends to expand the total number of available affordable housing, the process 

is moderated by Number of affordable housing units rented/ sold. 

The demand side contains a variable, Number of people in need of affordable housing, 

which acts as a variable of the supply side through its positive link to the Number of 

affordable housing units rented/ sold. 

 

 

 

 

Figure 1-2 Template causal loop diagram applied for analyzing housing markets in three systems 
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1.7 Research design 

The research framework below (Figure 1-3) visualizes the components and the research 

method applied in this paper. 

The research background, problems and design are presented in Chapter 1. 

In Chapter 2, literature study on the social rented housing system in the Netherlands is firstly 

conducted, in which stakeholders and their corresponding measures are described and are 

illustrated by Organogram and Table techniques respectively. Then the affordable housing 

market in the system is modelled by SD method, so that the system is displayed in a dynamic 

approach. Features of the system are concluded at the end of the chapter. 

The same procedures are conducted in the cases of Singapore (Chapter 3) and Shanghai 

(Chapter 4). In addition, the problems in the system of Shanghai discovered from the research 

are listed at the end of Chapter 4.  

In Chapter 5, a comparison of the features of three systems is carried out, and suggestions on 

solving the problems discovered in the analysis of the Shanghai system are provided at the 

end of the chapter. 

The conclusions of the research are given in Chapter 6 including the research limitations 

recommendations for further study. 

 

 

 

 

 

 

Figure 1-3 Research framework 
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2. Social Rented Housing System in the Netherlands 

A brief introduction of the social rented housing system is presented in the first part; the 

stakeholders and their interrelations are illustrated by an organogram chart together with 

explanations in the second part; the measures taken by the stakeholders are described in the 

third one, followed by a demonstration of the market mechanism in the last. 

 

2.1 Introduction 

The history of Dutch social rented housing can be traced back to the second half of the 19th 

century when the market could not solve the housing problems of people during the heyday 

of the industrial revolution. Several not-for-profit housing initiators such as trade unions, 

churches, communities and private firms launched housing associations (HAs) as an 

alternative to provide the poor with low-rent housing (Smeets et al., 2009). The sector was 

groomed in a mechanism that profits earned from the social housing system had to be 

reinvested in its further development.  

Since 1901 when the Housing Act was published, private HAs were recognized as officially-

registered social landlords and started to receive government financial supports.  

After World War II, the Netherlands faced a severe shortage of social rented housing, 

approximately one million housing in need (Rooijmans, 1987).  At that period, the housing 

production was heavily subsidized and manipulated by the municipalities (municipality-

owned companies), who usually acquired land, made plans, financed constructions, set low 

rental prices, and delegated the newly-built to housing associations, while HAs had little 

involvement in the housing production and rent decision-making. The sector ran under such 

model for a long period, and resulted in an increasing percentage of social housing stock, 

from 13% in the 1940s to around 40% in 1970s (Gruis et al, 2009).  

In 1980s, however, the shortage of housing appeared to terminate due to the world economic 

crisis and a decrease in national housing demand. The local governments started to privatize 

the municipal housing companies, and incorporated them into private HAs. The tasks that 

both social responsibilities and market goals should be fulfilled became difficult for the HAs, 

in that they felt restricted by the governmental regulations under the downward business 

cycle. 

In the middle of 1990s the Social Rented Sector Management Decree was published, leading 

to a tangible deregulation and privatization in the social housing system, empowering HAs 

with a much wider independence in management and finance. During that phase, a lump-sum 

subsidy to HAs and the loans that HAs owed to the government were settled; and mergers 

and acquisitions have reduced the number of HAs while the assets and portfolios of each 

organization have increased tremendously.  

In latest economic crisis in 2008, some HAs exposed financial problems due to its overused 

independence, and since then the regulators have started to put stricter rules over the sector. 

 

2.2 Stakeholders 

The organogram (Figure 2-1) shows the results of literature study on the stakeholders in the 

Dutch social rented system, followed by the descriptions of each stakeholder. 
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Figure 2-1 Organogram of social rented housing system in the Netherlands 
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2.2.1 European Union 

The Community Law of European Union directs the member states to form legislations in 

various aspects. Within the Law, the objective of meeting Social Services of General 

Economic Interest (SGEI) is placed in a crucial position. Such services include social security, 

employment, child care, social housing, etc. The provision of social housing has been defined 

in the European Commission’s Second Biennial Report on SGEI (2010), which states:  

“Social housing provision in Europe encompasses development, renting/selling 

and maintenance of dwellings at affordable prices as well as their allocation and 

management, which may also include the management of housing estates and 

neighbourhoods.” (p.48) 

The SGEI activities aiming at improving quality of life and social protection are allowed to 

receive state financing according to European State aid rules, but commercial activities, 

whose aim is not in line with SGEI, should be carried out on market terms without 

governmental financial aid (Sol & van der Vos, 2012). 

In the Netherlands, however, not-for-profit HAs previously operated on a hybrid business 

model in which SGEI activities and commercial businesses were hard to distinguish: they 

developed social housing to fulfill their social responsibilities and generated profits from 

commercial activities to maintain their business operations at the same time. Therefore, it was 

not clear which types of activities fit SGEI and which are not. In order to match their 

activities with the EU Law, the Dutch government has made several changes in its national 

housing regulations. 

2.2.2 Central government 

The Dutch central government operates in a manner that a minimum of resources should be 

employed to achieve maximum results for individuals and firms (Blok, 2012). A sound and 

efficient housing sector is in the interest of the Netherlands.  

The central government regulates the system through the Housing Act and the Social Rented 

Sector Management Decree. Within the policy, the rights and obligations of HAs are clearly 

explained, and the guiding principle for the work of the HAs is written down. 

The central government aims to promote social housing for the sake of people who cannot 

find an affordable place to live. The most common approaches are to formulate rent policies, 

to issue financial guarantees and to issue land policies. The government is tackling to 

encourage those with higher incomes to move out of the social system, freeing up more 

rooms for people with low incomes (Blok, 2012). 

2.2.3 Local government 

Local governments have been allocated great powers from the central government on the 

activities of HAs. They oversee their business behaviors, acting as supervisors and controllers 

of HAs during the development stage. 

The local governments have responsibilities to form urban planning and to issue permits for 

developing social housing in their own territories. They also levy the private homeowners for 

the purpose of public facility developments including road constructions, sewages, lighting 

systems. 

2.2.4 Housing associations 

The Netherlands possesses the highest percentage of social rented housing in Europe. In 2012, 

30.3% or 2.3 million of the total housing stock are social rented ones. The majority of them 

are operated by HAs. As at 2012, the total property market value of the HAs reached € 229.4 
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billion; their short-and long-term debt remains € 95 billion and own equities amount to € 

137.4 billion, and € 13.2 billion were collected as total rent incomes in that year (Monitoring 

Report of Housing Associations Performance, 2014). Mergers and acquisitions within the 

sector have been resulted in continual changes in the number of HAs and their properties. 

Figure 2-2 indicates that the number of the HAs decreased to 381 as of 2012, and each 

association possesses 6350 housing units on average.  

 

Figure 2-2 Number of HAs and Average number of Dwellings per HA 

 

Source: Monitoring Report of Housing Associations Performance, 2014 

 

2.2.5 Union of Housing Associations- Aedes 

The union of HAs in the Netherlands is called Aedes. By cooperating with the central 

government, parliament, political parties, labor unions and interest groups, it promotes the 

common interests for its members. It provides professional knowledge, industry information 

as well as education. The association also has an office in Brussels, effectively discussing 

political issues with the EU regarding social housing.  

2.2.6 Tenants  

Since social rented housing was originally regarded as merit goods for all citizens in the 

Netherlands, there was no income restriction for tenants. However, the system changed due to 

a decision made by the European Commission in 2010, and therefore, the current tenants are 

required to be lower incomes, socially disadvantaged people and key workers. 

Tenants are protected by Tenancy Law in the Netherlands. A tenant contract is either with a 

definite termination date or indefinite one. A tenant contract that is entered into a definite 

period of time turns into an indefinite one automatically if there is no any notification from 

the landlord. In this case, a tenant is not obliged to leave the rented housing without a notice 

from the landlord. If a landlord wishes to terminate the agreement at the end of the 

contractual period, a written notice should be delivered to the tenant before the date expires 

(Malipaard, 2014). 

When a new rental contract is drafted, the landlord is not allowed to charge what he or she 

likes. A Residential Property Evaluation System is used to decide how much rental price can 

be charged at maximum according to its embedded criteria. 
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If a tenant does not agree with the new rental price, he/she can bring the matter to a Fair Rent 

Commission. The Commission is a civil court that deals solely with housing rental cases, 

aiming to solve any dispute between housing tenants and landlords. 

2.2.7 National Union of Tenants 

The purpose of the National Union of Tenants is to guarantee its members the availability of 

cheap and good-quality housing and safe neighborhoods that provide a livable social 

environment as well as to promote strong ties between the local tenants. 

The union confers with politicians, administrative bodies and HAs for the sake of tenants. It 

increases voices and bargaining powers of tenants, so that the chance that the HAs will 

implement policies that satisfy tenants can be increased. 

2.2.8 Social Housing Central Fund 

The Social Housing Central Fund (SHCF) is an independent administrative body, which is 

overseen by the Ministry of Housing and Services and is baked by the government. The 

SHCF monitors financial securities of the registered HAs, ensuring their sustainable 

functioning, and providing extra financial resources. It ensures HAs to hold a high reliability 

and rescues any of them facing financial problems. SHCF is contributed from its members 

and other form of private and public donators. 

2.2.9 Social Housing Guarantee Fund  

Same as the SHCF, the Social Housing Guarantee Fund (SHGF) is also an independent 

organization backed by the Dutch government. It aims to provide guarantees to the lenders 

who finance the HAs on social projects. The guarantee fund monitors the risks of HAs and 

provides them with advanced supports. 

The roles and the relations of the SHCF, SHGF and the Dutch government have been briefly 

explained in the Housing Review Report (2012) of the European Union: 

“Housing organizations can benefit from a three-level security structure: Social 

Housing Central Fund, independent public body that acts as a supervisor of the 

organization’s financial situation and intervenes to give support to the 

organization incurring financial difficulties. The second security instrument is the 

Social Housing Guarantee Fund, a private organization created by housing 

organizations themselves that acts as the solidarity fund among them. The mutual 

guarantees…. enable social housing organizations to benefit from favorable 

conditions and interest rates when financing their activities on the open capital 

market. In case these two instruments are not sufficient to overcome 

organizations’ economic problems, the State and the local authorities can 

intervene by acting as a last resort” (p. 64). 

2.2.10 Bank 

Several banks provide financial services to governments and institutions for public interests. 

For example, Bank of Dutch Municipality (Bank Nederlandse Gemeenten) is a public high-

rating bank, whose shareholders are governmental authorities. The central government holds 

half of the shares and the other half are owned by municipalities, provinces and water board. 

The bank finances HAs, Netherlands Water Boards and governments (Vandevyvere & 

Zenthöfer 2012). 

 

 

http://en.wikipedia.org/wiki/Water_board_(Netherlands)


14 

 

2.3 Measures 

Measures that stakeholders take from different aspects in the Dutch social rented housing 

system are described below. At the end of descriptions, Table 2-1 lists all these measures as a 

summary. 

2.3.1 Entry 

 HAs maintaining not-for-profit and fulfilling social obligations 

Since the enforcement of the Housing Act in 1901, the HAs affiliated with large firms or 

communities were officially recognized as social landlords, who were required to be not-for-

profit organizations and to take social responsibilities. After privatization, these firms were 

empowered to have more business independence, but they are still required to operate in the 

not-for-profit manner and to achieve social tasks. 

The tasks to which the HAs should target at are defined in the Social Rented Sector 

Management Decree (2005), which covers six performance areas:  

o To assure good quality in all dwellings  

o To guarantee the financial continuity of the enterprise  

o To rent on a priority basis to the “special attention groups intended in policy” 

o To involve tenants in the policy and management of the organization 

o To make a contribution to the quality of life in neighborhoods and districts  

o To make a contribution to the housing of persons in need of care or supervision 

2.3.2 Land 

 Government imposing heavy-hand interventions on land acquisition for social 

projects 

In the Netherlands, both private and public sector have the rights to own land. Public 

authorities are able to conduct social housing development on the land lots under their 

ownership. When they need to acquire private land lots for social projects, the acquisition is 

based on the agreement between the two parties. If no agreement is reached, the government 

can impose heavy-handed interventions on the agreement, such as preemption, expropriation 

and/or a special tax formula (Muñoz-Gielen, 2012). 

2.3.3 Finance 

 Government reducing tax for HAs 

The government implements a VAT reduction on the renovation work of existing buildings 

including social housing stock. The VAT rate is set at 6 percent instead of 21 percent as the 

normal rate before the end of 2014 (Stability Programme of the Netherlands, 2014). More 

renovation and redevelopment on the brownfields are stimulated to fulfil social housing 

aspirations. 

 Government imposing Landlord Levy to HAs  

As private corporations, HAs are required to contribute a part of the extra rental incomes to 

the government by means of a Landlord Levy. In 2013, the amount of this levy was € 50 

million, and it is expected to reach € 1.7 billion by 2017 (Stability Programme of the 

Netherlands, 2014). The levy is to straighten out public finances. HAs are stimulated to make 

contributions for the levy by operating more efficiently and selling housing stock. 
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 Government offering housing allowances for eligible tenants 

Since 1990s, the central government no longer financed the supply side of social rented 

housing, and the emphasis is paid on stimulating the demand. The housing allowance, from 

general government budget, is an income-based instrument that allocates funds to the eligible 

renters in cash. 

 HAs reinvesting profits into social housing system 

Regulated by the government, any financial surplus generated from the HA’s business is 

required to remain in the social housing system and should be re-invested in further social 

developments. Since the social housing providers are not publicly-traded firms, no 

shareholder can take the profits out of the system. Such self-funding model is called the 

Revolving Fund, which maintains a virtuous cycle in the social housing system. 

 HAs generating profits from various means to support social housing business  

Since HAs no longer receive subsidies from the government while they are still obliged to 

fulfil social responsibilities and to pay the landlord levy, they look into profitable businesses 

to cross-subsidize the social obligation. Revenues are generated from their diversified 

activities including purchases of financial derivatives and operations of commercial 

properties. They also sell part of their social rented housing with discounts to private home 

owners and for-profit institutional investors such as Pension Funds.  

 SHCF providing sectorial restructure fund to HAs 

The main mission of the SHCF is to restructure HAs that have run into financial problems. 

Funding will be applied on a business deal in which a HA who faces bankruptcy is merged by 

another well-run one.  

Currently, the main activities of SHCF include financial supervision, financial support, 

internal managerial support, internal management, information services. As the financial 

regulator of HAs, SHCF assesses the financial position of individual HA annually. Housing 

information is collected and is published to stakeholders and interested parties. 

Besides, SHCF has made a number of recommendations based on the derivatives research 

and the current legal framework. SHCF makes it clear what types of derivatives that HAs can 

or cannot hold in that the complexity of the products may undermine the financial stability.  

 SHGF guarantee loans of HAs  

Backed by the Dutch government, the SHGF provides guarantees to the commercial lenders 

who offer loans to HAs for social housing development. As at the end of 2012, the SHGF has 

successfully guaranteed loans totaling around €87.4 billion. It held a credit status of Triple A 

with a stable outlook rated by the Moody’s as at March 2014. Due to its high level of security, 

the registered members are able to receive favorable loans for their social housing projects, 

which have a positive effect on reaching social housing affordability for the users. 

 Banks providing concessionary loans to HAs 

Since two government-backed Funds (SHGF and SHCF) guarantee HAs’ loan payments, 

financial institutions such as Bank of Dutch Municipality are willing to providing HAs with 

loans subject to favorable conditions when they need to finance for social projects. A loan 

with a relatively low interest rate enables HAs to set social housing rents below the market 

rate for the targeted classes.  

 

app:ds:financial
app:ds:derivative
http://nl.wikipedia.org/wiki/Woningcorporatie
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2.3.4 Eligibility and allocation 

 Government setting income ceilings of eligible social housing tenants 

In line with the SGEI regulation of the European Commission, HAs are required to take into 

account the income limits of the eligible social housing tenants. The income ceiling in 2012 

for the eligible tenants was set at 34085 Euro (Sol & van der Vos, 2012). Earners whose 

incomes exceed that amount are not eligible to use social rented housing. Currently, HAs are 

required to allocate a minimum of 90 percent of the social housing units to low incomes, 

which mean no more than 10 percent of social housing is allowed to allocate to the household 

whose yearly income exceeds that standard.    

 HAs formulating detailed eligibility criteria to eliminate mismatch 

Besides income limits set by the central government, additional criteria may also be applied 

by local governments. Local governments and HAs have been given more flexibility and 

freedom to improve the criteria for allocating tenants in their territories.  

 HAs applying waiting lists to ensure people with most housing needs get priority  

The eligible tenants are allocated into the required housing through a waiting-list system 

containing ranking criteria. HAs publish units available with full details, and potential tenants 

can select units according to their preferences and fill in other required information into the 

digital system. The point in the waiting list will be calculated based on this information. 

Priority candidates get higher ranks so that they are able to be allocated to the applied 

housing earlier. 

2.3.5 Price control 

 Government rationalizing rent price for each unit 

Thanks to the national Residential Property Evaluation System (woningwaarderingsstelsel in 

Dutch), tenants are protected from being charged in an arbitrary manner. The system decides 

the maximum rental value of each property by the points it gets. The points are determined by 

the quality, size, and facilities of the housing and shortages of the area. Every tenant can 

check whether they are overcharged.  

 Government setting a maximum rental price 

A cap of rental charges for low-income groups is specified by the government in line with the 

EU’s SGEI regulation. According to the national housing regulation, the maximum rental 

price should not exceed 652.52 Euro per month for those households with an annual income 

less than 34085 Euro (Sol & van der Vos, 2012). 

 Government regulating a maximum increase rate of rental price 

A maximum increase rate of rent is also regulated by the government, so that the social and 

private housing owners are not allowed to increase the rents arbitrarily without considering 

housing qualities and market conditions. The report of Stability Programme of the 

Netherlands (2014) states that:  

“the maximum rent increase above inflation is set at 4.0 percent for higher 

incomes (from 43,602 euros), 2.0 percent for middle incomes (34,085 euros to 

43,604 euros) and 1.5 percent for low incomes (up to 34,085 euros)”(p.7). 

 Government regulating sales price of social housing to private market 

The sale price of a social housing dwelling is regulated by the Dutch Minister of Housing. 

HAs need to get permissions if they sell the social housing with more than 10% discount (The 
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discount policies usually involve some restrictions of rights, for example, giving the HA first 

right to buy or sharing any capital gain if the home is sold). The regulations on sale prices 

aim at preventing speculation of social housing stock in the private market. 

 Tenants appealing against unfair rental charges at the Fair Rent Commission 

Once tenants are overcharged, they can report to the Fair Rent Commission. As an 

independent organization, the Commission will investigate the cases and restrain any 

unreasonable rental charges through a legal intervention. 

2.3.6 Maintenance 

 Government conducting national housing research to improve housing quality 

A nation-wide housing research, called WoON, is carried out every three years to discover 

how people live and what they want to live. The study combines Housing Needs Survey 

(WoningBehoefte Onderzoek in Dutch) and the Qualitative Property Registry (Kwalitatieve 

WoningRegistratie in Dutch), providing insights into the composition of households, housing 

status, housing costs, housing needs and the environment. By analyzing the complete and 

correct housing stock information, HAs are able to track changes of their housing situations 

and improve their qualities. The data and research result are also helpful for housing policy 

developments. 

 HAs applying performance-based maintenance method to ensure housing quality 

After years of research on the international reform practices of building and construction field, 

some large and innovative HAs have replaced traditional competitive procurements with a 

Performance-based Maintenance Partnering to maintain the technical level of their housing 

stock. They have chosen to emphasize on “what a housing process, product and service are 

required to achieve, rather than how they should be achieved” (Straub, 2007). Maintenance 

work has been outsourced and the contractors are required to fulfil a series of desired 

performance criteria over a long period. Rather than just acting as material suppliers, the 

contractors now also participate in the whole chain of the maintenance process with more 

flexibility, controls and responsibilities. A link between the maintenance experts with the 

users has been directly formed to improve the quality and function, thus, HAs are able to 

focus on their core businesses and keep high qualities of the housing for a relatively long time, 

with a fixed annual maintenance expenditure. 
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Table 2-1 List of measures that stakeholders take (the Netherlands) 

 

Entry Land Finance Eligibility & Allocation Price Control Maintenance

▪ Government reducing tax 

for HAs

▪ Government rationalizing rent 

price for each unit

▪ Government imposing 

Landlord Levy to HAs

▪ Government setting a maximum 

rental price

▪ Government regulating a 

maximum increase rate of rental 

price

▪ Government regulating sales 

price of social housing to private 

market

▪ HAs maintain not-for-

profit and fulfilling 

social obligations

▪ HAs reinvesting profits 

into social housing system

▪ HAs formulating detailed 

eligibility criteria to eliminate 

mismatch

▪ HAs generating profits 

from various ways to 

support social housing 

business

▪ HAs applying waiting lists 

to ensure people with most 

housing needs get priority

▪ SHCF providing sectorial 

restructure fund to HAs

▪ SHGF guarantee loans of 

HAs

Bank
▪ Banks providing 

concessionary loans to 

HAs

Funds

Measures

Government

▪ Government 

imposing heavy-

hand interventions 

on land acquisition 

for social projects

▪ Government setting income 

ceilings of eligible social 

housing tenants

▪ Government conducting 

national housing research to 

improve housing quality

Tenant

▪ Government offering 

housing allowances for 

eligible tenants

▪ HAs applying 

performance-based 

maintenance method to 

ensure housing quality
HA

▪ Tenants appealing against unfair 

rental charges
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2.4 Social rented housing market in the Netherlands 

Through the literature study, stakeholders in the Dutch system and their measures have been 

discovered. The influence of these measures on the public housing market is elaborated in 

this part. 

Table 2-2 presents links between the measures and their corresponding variables in the social 

rented housing market in the Netherlands. The market model is formulated and visualized by 

CLD in Figure 2-3.  

 

Table 2-2 Measures and corresponding variables in the model (the Netherlands) 

 Measures Variables in model 

Government 

Government imposing heavy-hand interventions 

on land acquisition for social projects 

Number of new units 

Government reducing tax for HAs Profits 

Government imposing Landlord Levy to HAs Profits 

Government offering housing allowances for 

eligible tenants 

Financial support to rent 

Government setting income ceilings of eligible 

social housing tenants 

Eligibility restriction 

Government rationalizing rent price for each unit Regulated rental price 

Government setting a maximum rental price Regulated rental price 

Government regulating a maximum increase rate 

of rental price 

Regulated rental price 

Government regulating sales price of social 

housing to private market 

Regulated sale price 

Government conducting national housing research 

to improve housing quality 

Satisfaction 

HA 

HAs maintaining not-for-profit and fulfilling 

social obligations 

Number of new units 

HAs reinvesting profits into social housing system Number of new units 

HAs generating profits from various ways to 

support social housing business 

Financial support to build 

HAs formulating detailed eligibility criteria to 

eliminate mismatch 

Eligibility restriction 

HAs applying waiting lists to ensure people with 

most housing needs get priority 

Eligibility restriction 

HAs applying performance-based maintenance 

method to ensure housing quality 

Satisfaction 

Tenant Tenants appealing against unfair rental charges Satisfaction 

Funds 
SHCF providing sectorial restructure fund to HAs Financial support to build 

SHGF guarantee loans of HAs Financial support to build 

Bank Banks providing concessionary loans to HAs Financial support to build 
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Figure 2-3 Model of social rented housing market in the Netherlands 
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On the demand side of the model, the Number of people in need of social rented housing is 

influenced by four variables: Regulated rental price, Satisfaction, Eligibility restriction 

and Financial support to rent. The variables of Regulated rental price and Eligibility 

restriction have negative effects on the Number of people in need of social rented housing, 

while Satisfaction and Financial support to rent have positive ones. On the one hand, the 

higher a regulated rental price is, the less the number of people who are willing/able to rent 

social housing will be; A stricter eligibility restriction will also result in a decreasing number 

of potential tenants. On the other hand, Satisfaction on the social housing and financial 

supports from the government can increase this number.  

On the supply side, there are three loops, one balancing (-) and two reinforcing (+). In Loop 1 

(-), an increasing Number of social housing units available for lease/sale enlarges the 

Number of units rented out; however, since more and more units are rented, the stock of 

rented housing units reduces, which negatively responds to Number of social housing units 

available for lease/sale. Loop 2 (+) shows that the more units are rented (Number of units 

rented out) at regulated prices, the more rental fees that HAs are able to receive (Rental fee 

collected), which generates more Profits of HAs. The increased Profits drive HAs to expand 

their business and to continue to fulfil their social obligations by reinvesting the Profits in the 

sector, thus more capital is utilized for acquiring land (Fund for land acquisition) where 

more social housing units can be built (Number of new units). The Number of social 

housing units available for lease/sale and the Number of units rented out increases in turn, 

which reinforces this loop. In Loop 3 (+), as more social housing stock are able to sell due to 

an expansion of the Number of social housing units available for lease/sale, more sales 

revenues (Revenues from selling social rented housing) and Profits are generated, and 

Fund for land acquisition, Number of new units, Number of social housing units 

available for lease/sale then increase in turn, resulting in a reinforcing loop. 

 

2.5 Features of social rented housing system in the Netherlands 

The not-for-profit private HAs play central roles in the social rented housing system in the 

Netherlands. Unlike a normal private firm whose business goal is to gain profits as much as 

possible, a HA fulfils their social responsibility of providing affordable housing. HAs, as 

non-publicly traded organizations, remain profits in the system. Operating under a Revolving 

Fund mechanism, a virtuous cycle of social housing development is formed. 

The “Three-level” protection model guarantees a well-functioning system. Rather than 

providing subsidies directly to HAs, the Dutch government backs the SHGF as a last resort, 

thus, its financial burden can be relieved, and the HAs are also able to receive concessionary 

loans from banks. SHCF is used to restructure the sector and to rescue any member facing 

financial problems. 

Instead of pouring financial resources to the affordable housing suppliers, the Dutch 

government asks for a landlord levy from HAs, which requires them to operate more 

efficiently. 

The status of tenants is relatively high in the Dutch system. The Union of Tenants and Fair 

Rent Commission protect tenants to ensure housing affordability for them. 

The Residential Property Evaluation System is used to set rents, hence, no unreasonable 

rental fee or annual increase rental rate can be charged. A cap on rental fees for the lowest-

income group is also regulated by the government. Therefore, the price stability and housing 

affordability for the bottom classes are ensured.  
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Nationwide housing statistics are collected and processed by a scientific housing research, 

providing the government, housing suppliers, demanders and financial institutions and other 

relevant stakeholders with the most accurate and valuable information in time. This is crucial 

for policy making, business development strategies, housing choices and financial stability in 

the housing market. 

By applying an advanced maintenance strategy (Performance-based Maintenance Method), 

HAs are able to focus on their core business and to meet their clients’ satisfaction with 

foreseeable yearly maintenance expenditure and through long-term professional services.  

The CLD of the Dutch social rented housing market indicates that the Dutch government 

equilibrates the market through interventions on both supply and demand side. By 

manipulating on four exogenous factors (regulating rental price, improving satisfaction of 

users, setting eligibility restriction and providing financial support to rent), the government 

adjusts the demand side; by regulating on rental and sale prices, profit and land acquisition, 

the government influences the supply side. There is an internal dynamic equilibrium in the 

social rented system between goods (housing stock) market and financial market. 
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3. Public Owner-occupied Housing System in Singapore 

An introduction of the public owner-occupied housing system in Singapore is presented in 

the first part; the stakeholders and their relations are illustrated by an organogram chart with 

explanations in the second part; the measures taken by the stakeholders are described in the 

third one, followed by a demonstration of the market mechanism in the last. 

3.1 Introduction 

Since the middle of last century, Singapore has experienced an unprecedented scale of 

urbanization. The skyline of Singapore has been transformed completely, the nationwide 

population has been redistributed and restructured, and the living standard of residents has 

been dramatically improved since then. All of these changes would not have been realized if 

the public housing project hadn’t been launched (Wong & Yeh, 1985).  

The initial purpose of public housing in Singapore was to clear up the squatters and slums 

and to provide low-cost public housing to these resettled residents; however, the objectives 

have evolved to offer livable housing environment for the low- and middle-income and those 

who cannot afford private housing from the private market. For these reasons, the Housing 

and Development Board (HDB) was established to assume such responsibility since1960. 

The public housing provided by the HDB greatly contributes home ownership for Singapore 

residents. The home ownership rate in Singapore has reached 90.5 per cent (Department of 

Singapore Statistics, 2013), which means a majority of housing stock is owned by households 

rather than being rented. The HDB public housing possesses 933,367 units of the total (76%), 

and the rest 289,370 units (24%) are jointly provided by the private developers (Singapore 

Property Cycle, 2013). 

Evolving through time, public housing in Singapore has been no longer regarded as an image 

of low living conditions; on the contrary, there are a variety of quality and finishes to meet 

housing demand of different classes in the country.  

3.2 Stakeholders 

The organogram chart (Figure 3-1) shows the result of literature study on the stakeholders in 

the public owner-occupied housing system in Singapore. Their descriptions are provided in 

the following paragraphs. 

 

 

 

http://en.wikipedia.org/wiki/Squatter
http://en.wikipedia.org/wiki/Slum
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Figure 3-1 Organogram of public owner-occupied housing system in Singapore 
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3.2.1 Central government 

As a social market economy, Singapore regards housing as merit goods, and believes that the 

government should fulfill the housing aspiration of the common people. Different to the 

Dutch government in its system, the Singapore government has an intensively centralized 

power in the public housing system. It dominates plans, land acquisition, design, construction, 

pricing and sale of public flats. As the statutory board of the Ministry of National 

Development, HDB is responsible for public housing supply; while the Central Provident 

Fund (CPF), which is the national compulsory social security saving, offers liquidity for the 

public housing system. 

3.2.2 Town council 

One of the key concerns of the government is to ensure that their housing products are able to 

meet the residents’ needs in the changing circumstance through upgrading and redecoration. 

Therefore, the HDB closely works with local town councils, and has launched a number of 

improvement programmes such as the Main Upgrading Programme (MUP), the 

Neighbourhood Renewal Programme (NRP), the Lift Upgrading Programme (LUP) and the 

Selective En bloc Redevelopment Scheme (SERS). 

According to the revised Town Councils Act (2000), the sixteen town councils take 

responsibilities for the maintenance of the common areas of public housing. Their main 

functions include property management, tenders and contracts, community improvement as 

well as receiving suggestions and feedbacks from users. Town councils also organize polling 

or local renewal projects - once at least 75per cent of the voters agree with the redevelopment 

proposal, the projects will be carried out (Pheng, Deng & Lye, 2012). 

3.2.3 Housing and Development Board 

The HDB takes responsibility for providing quality home and improves residents’ liability for 

the public. It has extensive powers in the field of land acquisition, urban planning and design, 

housing construction and resettlement.   

The HDB originally built flats for rent; since the Home Ownership Scheme was introduced in 

the 1960s, the emphasis has been switched to promoting home ownership. It is the largest 

property developer in Singapore, focusing on offering affordable flats and facilities to low- 

and middle-income citizens. According to Statistics of Singapore, HDB has built over a 

million units of public housing since its establishment (Statistics of Singapore, 2014). 

3.2.4 Private developer 

As the vast majority of the Singaporeans have met their basic housing needs, the HDB 

gradually allows private developers to provide more types of flats within the public sector. 

Private developers participate to meet the housing needs of the “sandwiched” group of 

households whose incomes don’t meet the criteria for buying new HDB flats but cannot 

afford housing in the private market. 

In order to maintain the nature of public housing and ensure the flat quality, the private 

developers are required to undertake design, construction, pricing and sales subject to the 

rules of the HDB.  

3.2.5 Home owners 

The homeowners in the public housing system are the citizens who have low or middle 

incomes. Encouraged by the Home Ownership Scheme, many citizens are able to and willing 

to becoming homeowners. Some of them who meet special requirements are eligible to 

receive grants from the government and CPF to buy public flats. A number of Schemes with 

http://en.wikipedia.org/wiki/Statutory_boards_of_the_Singapore_Government
http://en.wikipedia.org/wiki/Ministry_of_National_Development_(Singapore)
http://en.wikipedia.org/wiki/Ministry_of_National_Development_(Singapore)
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grants from the CPF strengthen housing affordability of specific groups such as singles, 

widows, children who want to live close to parents. 

3.2.6 Government investment agencies 

The Singapore government deploys its national reserves through several agencies - the 

Monetary Authority of Singapore (MAS), the Government of Singapore Investment 

Corporation (GIC) and Temasek Holdings (Temasek). The MAS is the central bank and 

financial regulatory authority of Singapore, responsible for the state’s foreign reserves and 

money issuances and monetary policies. The GIC is a wholly state-owned sovereign wealth 

investment firm, preserving and strengthening Singapore's foreign reserves by generating 

stable profits from its long-run investments. The investment is mainly deployed abroad to a 

series of financial, non-financial and strategic assets (Asher, 2002). Temasek is an 

independent commercial investment holding company, whose shareholder is the Singapore 

Minister of Finance. It manages assets previously owned by the Singapore government, and 

aims to maximize returns on a commercial basis. 

The Singapore government issues non-tradable Special Singapore Government Securities 

(SSGS) to the CPF, and empowers GIC to manage the fund. The GIC invests it in a wide 

spectrum of global assets, and contributes 50% of its net investment return to the government. 

As at December 2011, SSGS stock is valued at S$216 billion (Government of Singapore, 

2011). The SSGS is backed by the government, and the interest rate is pegged at the same 

rate that CPF offers to its depositors. 

3.2.7 Central Provident Fund 

In 1955, Singapore launched the CPF scheme that requires employers and employees 

contributing a fixed percentage of the employee’s monthly income into a unified and state-

managed pool that is used to improve the members' social securities including housing 

purchasing, insurances and retirement. As at 31 December 2012, the number of CPF member 

reaches 3,418,569 and the balances get to $230,157.7 million (CPF Annual Report, 2012).  

Managed by professionals, the CPF generates profits from a variety of areas containing fixed 

deposits, negotiable certificates of deposit, equities and corporation securities. Noticeably, a 

part of CPF funds are employed to buy SSGS which are used to provide loans and subsidies 

to HDB.  

The CPF utilizes the financial resources from the citizens to finance the suppliers of public 

housing, and also provides grants and concessionary loans to eligible low-income home 

buyers. The CPF has enabled the government to accumulate a great amount of capital for 

public housing development that solves the problems of housing shortage within a short 

period. 

3.2.8 Bank 

Several commercial banks provide mortgage loans for home buyers in the private and public 

housing market. If a home buyer for public flats is not eligible to receive a HDB 

concessionary loan, he or she may get loans from commercial banks with market interest 

rates.  
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3.3 Measures 

Measures that stakeholders take from different aspects in the public owner-occupied housing 

system in Singapore are described below. Table 3-1 lists all the measures as a summary at the 

end of the descriptions. 

3.3.1 Entry 

 Government monopolizing public housing market  

The public housing market is monopolized by the government. It formulates massive town 

planning, purchases and allocates land, distributes state capital to the public sector, and 

promotes home ownership. It dominates the supply of public housing in the market at the 

proportion rate of 76%, and the rest (24%) is provided by the private developers who are 

regulated by the HDB. 

 Government banning foreigners into public housing system 

According to the Residential Property Act, foreign buyers are not allowed to enter the public 

housing system in Singapore (Singapore Investment Climate Statement, 2013). Foreign 

investments may create housing bubbles and jeopardize a healthy, affordable housing 

environment for local citizens, which the government doesn’t expect to see. 

 Private developers providing supplementary affordable flats  

Private developers play supportive roles in the public housing market. They are allowed, 

under the strict regulations and supervisions of HDB, to supply supplemental types of flats so 

as to meet the housing demand of middle and upper middle income groups. Currently, there 

are two types of affordable flats that private developers are permitted to offer - flats of the 

Design, Build and Sell Scheme (DBSS) and flats of the Executive Condominium (EC) 

Schemes.  

3.3.2 Land 

 Government implementing compulsory land acquisition for public housing 

The land ownership in Singapore is composed with private ownership and public one. 

However, according to The Land Acquisition Act (LAA), which came into effect on 8 

February 1974, the government has the power to compulsorily acquire any private land when 

the land is planned for public development such as public housing, roads and rail 

infrastructures. The Act enables social and public projects to be developed in an efficient way. 

 Government compensating private land owners at market rates 

Compensations for the land acquired for public development are determined by the market 

value. Therefore, the citizens under the requirement of relocation and resettlement can get 

reasonable compensations, leading to an efficient land acquisition and a higher satisfaction of 

the privates. 

 Government adopting leasehold tenure for public flat owners 

In the private housing sector, home buyers can have freeholds on their properties, which is 

not the case in the public sector. The housing owner is only entitled a 99-year leasehold. 

Having land ownership in the hands, the Singapore’ government is able to acquire the land to 

conduct new development in the future when necessary. However, it is also worthwhile to 

mention that the price of a public unit excludes the land acquisition cost, which enables the 

public housing price to be much lower than that of the private one. 

http://statutes.agc.gov.sg/aol/home.w3p
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3.3.3 Finance 

 Government subsidizing public housing households 

The Ministry of Finance provides subsidies on Service & Conservancy Charges (S&CC) for 

eligible residents to offset a HDB household’s S&CC bill. The subsidies distributed through 

town councils. For the Budget Year 2014, about $80 million of S&CC Rebates is allocated in 

the country and it benefits about 800,000 HDB Households (Budget 2014 Statement, 2014).  

 

 Government subsidizing public housing suppliers 

The government also provides HDB with financial subsidies for construction, maintenance 

and renewals of estates. In 2013, the HDB has been allocated $246.0 million for this purpose 

(Expenditure overview of Fiscal Year, 2013). 

One key reason is that massive projects and developments often require a huge amount of 

investment, which would limit the liquidity of HDB. The subsidies were intended to ease its 

financial restriction and cover parts of its expenditures. Another reason, in history, was to 

compensate for its losing revenue, which is caused by the broad range of the HDB’s business 

in the unpredictable world. 

 Government providing concessionary loans to HDB 

Rather than simply offering subsidies to HDB to fulfill the whole financial gap, the central 

government also provides it with long-term concessionary loans. The interest rate is pegged 

to the floating saving rate of the CPF, which is 2.5% per annum in the first half year of 2014 

(Central Provident Fund Board, 2014), and the repayable period can be over 20 years. The 

loans are used to finance the construction of public housing as well as the originations of 

mortgages for HDB flat buyers. This financial arrangement enables the government to utilize 

the savings of the public to develop public housing, and enables HDB to build projects with 

less financial costs. Furthermore, it also requires HDB to use financial resources in a more 

responsible and efficient manner. 

For the Fiscal Year 2013, loan provision of $8.12 billion has been allocated to the HDB from 

the Ministry of National Development, of which $4.10 billion is used for the Mortgage 

Financing Loan and the rest is as the loan to cover the building expenditure and land 

acquisition costs (Ministry of National Development, 2014). 

 HDB generating profits from various means to support public housing business 

Despite receiving government subsidies and concessionary loans, the HDB also generates 

profits from a broad spectrum of commercial businesses on its own, for example, from 

operations of retails, industrial workshops, offices and sports stadiums and town gardens. The 

profits are used for the continuity of public housing development. 

 HDB offering concessionary loans to HDB flat buyers 

 The eligible buyers of HDB flats are able to get HDB mortgage loans which are the loans 

allocated from the government to the HDB. The concessionary interest rate is set at the level 

that is 0.1 percentage point higher than the CPF interest rate. The maximum repayable period 

is 25 years.  

 HDB raising money from capital market 

HDB also has the right to raise money from the market in the forms of issuing new stocks and 

corporate securities. For instance, it issued a five-year bond amounting to $1.45 billion in 
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2013, the largest bond sale since the launch of Multicurrency Medium Term Note ("MTN") 

Programme. 

 CPF offering grants and concessionary loans to HDB flat buyers 

Under the Housing Grant Scheme, the CPF offers housing subsidies to eligible HDB flat 

buyers. The grants can be used for initial payments or to reduce mortgage loans. There are a 

number of schemes available for different groups of buyers, including Housing Grant for 

Singles, Joint singles grant, Family grant, Housing Grant for buying resale flats, Housing 

Grant for buying DBSS flats. 

Since middle 1960s, citizens are also allowed to use their own CPF savings to buy flats. The 

savings can be used as a down payment, which is usually 20% of the total buying price, and 

the remaining 80% can also be financed from the CPF mortgage loans. 

 Banks providing commercial loans to HDB flat buyers 

For those HDB flat buyers who are not eligible for an HDB loan, some commercial banks 

provide mortgage loans for them. However, the interest rates are in line with market ones. 

3.3.4 Eligibility and Allocation 

 Government formulating detailed eligibility criteria to eliminate mismatch 

Since public housing in Singapore are treated as merit goods and are subsidized by the 

government, the eligibility criteria are carefully made to ensure the housing needs of different 

classes are met without mismatch. The eligibility conditions take into account a variety of 

factors containing citizenship (Singapore citizens, permanent residences or foreigners, 

ownership of other properties), age, family nucleus, income ceiling, property ownership in 

Singapore or overseas, and owners/ex-owners of HDB flats/DBSS flats/EC units. Besides, 

other criteria are also taken into consideration when necessary, for instance, household status 

(first-timer buyer or second-timer buyers), unit status (new built or resale), applicant form 

(individual or household), providers (HDB or private), living distance to children/parents, 

remaining lease of flat, ethnic group, Minimum Occupation Period. 

 HDB providing differentiated flat choices to enlarge allocation possibility 

Numerous types of flats are designed and produced by the HDB. Through in-house 

innovation, market research and an extensive cooperation with external partners, more 

choices of flats have been created. This enables more citizens to match their preferences, so 

that the pent-up housing demand can be exploited. 

 HDB introducing Build-to-Order approach to make building meet demand 

A flat allocation system called Build-to-Order (BTO) was introduced in 2002. It requires the 

new flats to be developed only on demand. Potential home buyers are using an online 

booking system to register their interests among diverse choices of flat types. Before 2011 the 

game rule was that if more than 70 per cent of the flats in a specific contract were booked, the 

development was allowed to take place. Owing to the strong housing demand after 2011, 

such minimum requirement has been removed as the government requires HDB to “build 

ahead of demand” and to accelerate the supply. 

 HDB applying Sales of Balance Flats to dispose inventories 

A Sales of Balance Flats (SBF) scheme has been used to turn inventory flats into cash flows. 

The potential buyers are given favorable terms to purchase these inventories such as unsold 

housing stock and repurchased flats. The scheme is also applied to sell off-plan flats and flats 

near completion. 

http://www.hdb.gov.sg/fi10/fi10321p.nsf/w/BuyingNewFlatEligibilitytobuynewHDBflat?OpenDocument#Owners
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 HDB implementing Ethnic Integration policy to mix ethnic groups 

In order to harmonize the relationship of different ethnic groups living in the same 

neighborhood, the Ethnic Integration Policy was implemented in 1989. Since then, a quota 

for each ethnic group in a block and the neighborhood has been set. The BTO system takes 

the quota into account. The limitation for the Chinese ethnic, for example, is 87% at block 

levels and 84% at the neighborhood levels. (Deng, Sing & Ren, 2013). 

3.3.5 Price control 

 Government setting low sale prices 

The HDB dominates almost 90% of all housing units in the country, thus it has the strongest 

position in pricing public housing. Taken into consideration of the households’ affordability 

and economic situation of the country, the sale prices of public housing are set at a below-

market level by the Ministry of National Development. 

 Government imposing strict resale rules to restrain speculations 

The government imposes strict regulations on prohibiting internal speculations on the public 

housing. The owner of a public flat is allowed to resell the flat only if he/she has lived in it 

for more than five years. What’s more, the sellers are required to pay a Resale Levy to the 

government at the rate of 10-25% of the resale price or 90% of market valuations. A HDB 

flat has to be sold back to the HDB at the same price the owner has paid, once he/she decides 

to sell it with an occupation period less than five years.  

 HDB excluding land acquisition costs from sale prices 

The sale price of a HDB flat does not include land acquisition fee. Equipped with a low 

construction cost and a reasonable profit margin, the price is much lower than the one in the 

private market with equivalent conditions. On average, the total HDB flat price equals about 

five times of the annual household income; therefore, the Singaporeans have low burdens 

regarding housing purchase. 

 HDB developing various approaches to control production costs  

A long-term resource plan was launched to monitor the prices of labor and materials at the 

time when there was a global inflation and an internal boom in private construction in 1980s. 

During that period, there was an urgent building request driven by the heated demand, while 

HDB also suffered shortages and high prices of labor and materials that constrained its 

housing delivery. The introduction of the long-term resource plan has helped HDB turn the 

tables and has resulted in a massive production of HDB flats with controllable costs and low 

sale prices. 

Besides, other techniques or strategies are also utilized to achieve the same goal, for example: 

o Introducing easily-constructed prototypes 

o Establishing his own raw material production factories 

o Joint ventures with European firms to develop prefabricated system 

o Designing different types of flats with different building costs 

o Optimizing flat designs to maximize the use of space 

o Taking into considerations the durability and maintenance 

3.3.6 Maintenance 

 Town council undertaking maintenance work timely and effectively 
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The responsibility of daily maintenance work on HDB estates is taken by town councils. The 

civil servants in the town councils ask for the first-hand information about the quality of the 

flats, and take actions on maintenances timely and effectively.  

 HDB utilizing various feedback methods on housing maintenance 

HDB implements different feedback mechanisms such as surveys, interviews and 

sociological researches so as to monitor and maintain housing performances. The aspects of 

surveying range from flat design, neighborhood planning, construction technology, to 

management innovations and community development. The feedbacks help the HDB 

improve product qualities and adjust policies to satisfy the changing housing demands of the 

public. 
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Table 3-1 List of measures that stakeholders take (Singapore) 

Entry Land Finance Eligibility & Allocation Price control Maintenance

▪ Government 

monopolizing public 

housing market

▪ Government implementing 

compulsory land acquisition 

for public housing

▪ Government subsidizing 

public housing households

▪ Government setting low 

sale prices

▪ Government banning 

foreigners into public 

housing system

▪ Government compensating 

private land owners at 

market rates

▪ Government subsidizing 

public housing suppliers

▪ Government imposing 

strict resale rules to restrain 

speculations

▪ Government adopting 

leasehold tenure for public 

flat owners

▪ Government providing 

concessionary loans to HDB

Town council

▪ Town council undertaking 

maintenance work timely and 

effectively

▪ Private developers 

providing 

supplementary 

affordable flats  

▪ Market price for Land 

compensation

▪ HDB generating profits 

from various means to 

support social housing 

business

▪ HDB providing differentiated flat 

choices to enlarge allocation possibility

▪ HDB excluding land 

acquisition costs from sale 

prices

▪ HDB utilizing various 

feedback methods on housing 

maintenance

▪ HDB offering 

concessionary loans to HDB 

flat buyers

▪ HDB introducing Build-to-Order 

approach to make building meet 

demand

▪ HDB developing various 

approaches to control 

production costs 

▪ HDB raising money from 

capital market

▪ HDB applying Sales of Balance Flats 

to dispose inventories

▪ HDB implementing Ethnic 

Integration policy to mix ethnic groups

Home owner
▪ Forbiddance from 

foreign investors 

▪ Leasehold tenure for public 

flat owners

CPF

▪ CPF offering grants and 

concessionary loans to HDB 

flat buyers

Bank

▪ Banks providing 

commercial loans to HDB 

flat buyers

Government

HDB

Measures

▪ Government formulating detailed 

eligibility criteria to eliminate 

mismatch
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3.4 Public owner-occupied housing market in Singapore  

Through the literature study, stakeholders in the Singaporean system and their measures have 

been discovered. The influence of these measures on the public housing market is elaborated 

in this part. 

Table 3-2 presents links between the measures and corresponding variables in the public 

owner-occupied housing market in Singapore. The market model is formulated and visualized 

by CLD in Figure 3-2.  

 



34 

 

Table 3-2 Measures and corresponding variables in the model (Singapore) 

 Measures Variables in model 

Government 

Government monopolizing public housing market Regulated sale price 

Government banning foreigners into public housing 

system 

Number of public housing 

units available for sale 

Government implementing compulsory land 

acquisition for public housing 

Number of new units 

Government compensating private land owners at 

market rates 

Satisfaction 

Government adopting leasehold tenure for public 

flat owners 

Regulated sale price 

Government subsidizing public housing suppliers Financial support to buy 

Government providing concessionary loans to HDB Financial support to build 

Government formulating detailed eligibility criteria 

to eliminate mismatch 

Eligibility restriction 

Government setting low sale prices Regulated sale price 

Government imposing strict resale rules to restrain 

speculations 

Eligibility restriction 

Town 

council 

Town council undertaking maintenance work timely 

and effectively 

Satisfaction 

HDB 

HDB generating profits from various means to 

support public housing business 

Financial support to build 

HDB offering concessionary loans to HDB flat 

buyers 
Financial support to buy 

HDB raising money from capital market Financial support to build 

HDB providing differentiated flat choices to enlarge 

allocation possibility 

Research & Development  

HDB introducing Build-to-Order approach to make 

building meet demand 

Research & Development 

HDB applying Sales of Balance Flats to dispose 

inventories 

Research & Development 

HDB implementing Ethnic Integration policy to 

mix ethnic groups 

Satisfaction 

HDB excluding land acquisition costs from sale 

prices 

Regulated sale price 

HDB developing various approaches to control 

production costs  

Profits 

HDB utilizing various feedback methods on 

housing maintenance 

Satisfaction 

Private 

developer 

Private developers providing supplementary 

affordable flats 

Number of new units  

CPF 
CPF offering grants and concessionary loans to 

HDB flat buyers 

Financial support to buy 

Bank 
Banks providing commercial loans to HDB flat 

buyers 

Financial support to buy 
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Figure 3-2 Model of public owner-occupied housing market in Singapore 
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On the demand side of the model, Satisfaction of the Singaporean public towards public 

housing, Financial support to buy public flats and an expansion on Research & 

Development increase the Number of people in need of public owner-occupied housing; a 

higher Regulated sale price and a stricter Eligibility restriction would decrease this amount. 

The Number of people in need of public owner-occupied housing has a positive effect on 

the Number of public housing units sold on the supply side. 

On the supply side, after receiving Financial supports to build from the government in the 

form of grants and concessionary loans, both HDB and private developers build more new 

units (Number of new units). This expands the Number of public housing units available 

for sale in the market, which has a positive influence on the Number of units sold. The more 

units that are sold, the more Sales revenues that HDB have, and the more Profits it gains. 

Then the Profits are utilized to acquire more land for public housing (Fund for land 

acquisition), and the Number of new units is able to enlarge. Noticeably, HDB also invests 

in Research and Development so as to develop more types of HDB flats to fulfil demand 

from different classes (for example, for singles, widows with kids, children wanting to live 

close to old parents) and to allocate buyers with a more efficient method (for instance, Build 

To Order method). Such investment will generate more pent-up demand, which forms a 

virtuous circle in the public owner-occupied housing market in Singapore. 

Loop 1 (-) shows a balancing feedback among the goods (flats) relation, and loop 2 (+) 

presents a reinforcing feedback between goods (flats) and capital. The market equilibrates 

through the tradeoff of goods (loop 1) and liquidity (loop 2).  

 

3.5 Features of public owner-occupied housing system in Singapore 

Singapore government fully controls the public housing market. It formulates the 

development plans, puts heavy interventions on land acquisition from the private sector, 

offers financial resources to both supply and demand side, conducts material production, 

undertakes construction, sets prices, allocates flats and issues SSGS to CPF for public 

housing development. The interest rate of SSGS is set at the same as the one that CPF offers 

to its depositors – a fraction of money is used to finance HDB to build public housing or to 

lend to HDB flat buyers, and a proportion of it is deployed by the investment agencies to 

generate profits on behalf of the government.  

In order to improve housing affordability of home buyers, on the one hand, the government 

takes the land price out of sale prices, and household incomes and national economic 

situations are taken into account; on the other hand, grants and concessionary loans from the 

CPF and mortgage loans from commercial banks are available. As foreigners are not allowed 

to enter the public housing market, the price remains low and stable. 

Lots of different kinds of flats provided by the HDB have been developed through constant R 

& D in order to meet the market demands in the changing world. Besides utilizing 

governmental financial resources, HDB also finances its business by utilizing financial 

instruments as well as deploying the profits from other commercial businesses. Private 

developers are invited to provide several types of flats with relatively high standards under 

the rules of the HDB. 

Managed by professionals, CPF efficiently uses national security savings to promote home 

ownership, especially for those vulnerable groups including low-incomes, divorcees with kids, 

or people with specific needs, in the form of concessionary loans and grants. 

As discovered from the CLD, besides four exogenous factors used in the Dutch system 

(regulated price, satisfaction, eligibility restriction and financial support), HDB also 
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developing a wide choice of flat for different classes through Research and Development, so 

that the demand for public housing is stimulated to a great extent and a virtuous cycle of the 

HDB business is realized. 
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4. Current Public Housing System in Shanghai 

4.1 Introduction 

A reform from a planned economy to a market economy was launched in China in the 1980s; 

the subsequent housing reform was also implemented in the late 1980s.   

In the initial stage, the government and building society paid much emphasis on private 

housing development in the free market, while little was paid on the social responsibility such 

as housing affordability. Due to a number of factors such as housing speculations, domestic 

inflation and global economic and financial impact, housing prices in China have been 

tenfold during the last 10 years, resulting in a larger social problem (China Trust Association, 

2014). 

In 2007, the State Council promulgated the "Opinions on solving the housing difficulties of 

urban low-income families", stressing the importance of housing affordability. The central 

government, furthermore, clarified the scope of eligible classes and regarded housing 

affordability for low-income households as an important government public service and 

obligation. In the newest National Plan (the Twelfth Five-Year Plan), the central government 

planned to develop 36 million units of new public housing within five years starting from 

2011. The quota has been allocated to each local government. Since then, public housing has 

started to develop in all cities across the countries. In the sequent years, the government has 

issued a series of policies to cool down the hot private housing market in China, especially to 

restrain housing speculations. A timeline of these policies implemented in Shanghai can be 

viewed in the appendix 2. 

The public housing in Shanghai refers to those rental and owner-occupied flats that 

government provides low-and middle-income citizens with favorable policies. There are 

mainly three categories of public flats, namely low-rent flats, shared-ownership flats and 

public rental flats. Low-rent flats targets at the individuals or households of Shanghai whose 

incomes are at the bottom level. Shared-ownership flats are provided to the Shanghai 

individual citizens or households with low- or mid-incomes. Public rental flats offer housing 

chances for those who have short-term housing problems in Shanghai. An addition category 

is flats of relocation and resettlement, which are used to solve housing problems for those 

who are required to resettle due to urban redevelopment. A detailed description of these flats 

categories is provided in the appendix 3. 

 

4.2 Stakeholders 

The organogram chart (Figure 4-1) shows the result of literature study on the stakeholders of 

the public housing system in Shanghai. Their descriptions are provided in the following 

paragraphs. 
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Figure 4-1 Organogram of public housing system in Shanghai 
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4.2.1 Central government 

The China’s State Council, acting as the head in the China’s housing system, governs, 

finances, and supervises the sector. In recent years, much emphasis has been paid to the 

planning and development of affordable public housing across the nation. 

The central government allocates financial resources to the local authorities to develop public 

housing. According to the official statistics from the Ministry of Finance (2014), the 

subsidies for low-rent flats, public rented flats and urban redevelopment has increased by 

14.3% from last year, amounting to CNY 115.8 billion (approx. €13 billion). 

4.2.2 Shanghai municipal government 

The Shanghai municipal government has established the Board of Public Housing, which 

localizes the State’s public housing policies, and organizes, controls, coordinates the sector 

development in its territory. The Municipal Housing Security & Administration Bureau is the 

administrative department of the Board. 

The municipality receives public housing development subsidies from the central government, 

and distributes them to its nineteen districts. The municipality also allocates its own 

municipal funding into the system. The local funding comes from several ways, one of which 

is the land lease fee that the municipality collects from private developers who plan to build 

private housing. To encourage more parties to build public housing on behalf of the 

government, a part of the funding is provided to private developers and the public rented 

housing operators (PRHOs) which are owned by local districts. 

4.2.3 District Housing Security & Administration Bureau 

A District Housing Security & Administration Bureau in Shanghai deals with matters 

regarding land and housing including public housing. It implements the relevant policies, 

drafts district housing planning, governs housing transitions, conducts estate management, 

takes responsibilities in housing reform and allocation, supervises housing market, and 

deploys governmental funds for public housing development. 

However, there is a mismatch between the amount for public housing development allocated 

by the upper government and the actual one spent for that purpose. This may because the 

district bureau has multiple tasks to take, and sometimes the financial resources for public 

housing have to cross-subsidize other fields where funding are lacked. 

Table 4-1 illustrates an expenditure budget of a District Housing Security & Administration 

Bureau in 2013. Table 4-2 presents the subsidies for public housing development received by 

the District Housing Security & Administration Bureau in 2013. 

Table 4-1 indicates that a district bureau has another three tasks that needs to fulfil besides 

public housing developments. It also implies there is a gap between the actual amount that 

was to use in public housing developments (RMB 4,066,100 in Table 4-1) and the amounts 

of governmental subsidies allocated for this purpose (RMB 78,470,000 in Table 4-2). The 

mismatch of public housing funds has a negative impact on the sector development. 
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Table 4-1 Expenditure budget of a District Housing Security & Administration Bureau 

Task Amount (RMB) Total(RMB) 

Social security and employment 10,964,800  

Medicare and health 1,978,800  

Affairs of land resources and weather 201,445,300  

Housing security expenditure 4,066,100  

  218,455,000 

Source: The Housing Security & Administration Bureau in H.P. District, Shanghai, 2013 

 

Table 4-2 Governmental funding for public housing development allocated to the district 

Items Amount (RMB) Total(RMB) 

The central government special 

funds for public rented housing 

20,720,000  

Municipal special subsidies for low-

rent housing 

57,750,000  

  78,470,000 

Source: The Housing Security & Administration Bureau in H.P. District, Shanghai, 2013 

 

4.2.4 Shanghai Housing Provident Fund  

Inspired by the CPF in Singapore, the Shanghai municipal government also launched 

Shanghai Housing Provident Fund (SHPF) in 1994, which is a first trial in China. Since then 

the SHPF has played an active role in the compensation of government housing finance and 

the expansion of investments in housing supply. 

The capital of SHPF is collected from individuals’ salaries and firms’ contributions. It is 

allowed to be withdrawn for the purpose of housing purchase, construction, renovation, repair 

and renovation, and can be used to cover a part of mortgage loan payments and housing rents. 

It can also be used as mortgage loans. The mortgage loan interest rate is 4.2% or 4.7% for 

loans with different payback periods, while its saving interest rate has been kept at 2.85% 

since 2012 (Shanghai Housing Provident Fund Centre, 2014). 

For the financial stability reason, the SHPF can gain profits only in three approaches: by 

issuing individual housing mortgage loans, purchasing national treasury bonds and gaining 

deposit interests from certain banks (National Housing Provident Fund Management 

Regulations, 2014). 

4.2.5 The Shanghai Land Banking Center and its agency 

The Shanghai Land Banking Centre (SLBC), established by the Shanghai municipal 

government, acquires and stores land through the act of compensating for land requisition, 

housing demolition and relocation, and the conduct of necessary infrastructure construction, 

and thereafter to deliver the land according to the land supply plan (Decree No.25 of 

Shanghai Municipal People's Government, 2004). 

SLBC entrusts the Shanghai Land (group) Co. Ltd (SLC), a wholly state-owned company as 

its operator to conduct land banking businesses in the market-oriented approach. SLBC and 

SLC are operated by a same staff team (China Enterprise Co., Ltd. related transaction 

announcement, 2007). 
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The SLC is one of the largest real estate developers in Shanghai, and is the parent company 

of several large real estate firms, two of whom are publicly-traded ones. 

It operates in both public and private real estate sectors, containing housing demolishes and 

resettlements, initial developments for reserving land plots, urban transformations, municipal 

infrastructure investments, industrial investments, private housing developments, public 

housing investments and estate managements. 

Besides, it has also been empowered to control land supply in the primary land market and to 

regulate the land market on behalf of the Shanghai municipality. The firms’ revenue is 

generated through leasing land to the secondary market. According to regulations, 70% of 

the revenue through land auction goes to compensate its pre-development costs, and the 

remaining 30% is defined as the land leasing revenue, 10% of which needs to be paid to the 

central government (China Mergers & Acquisitions Association, 2014). However, a land 

lease price offered by developers from an auction is usually extremely high, and even 70% of 

the amount may exceed its real pre-development cost. Due to a lack of information available 

to the public, it is not clear how much actual pre-development cost and extra profits from the 

land lease fee are.   

4.2.6 Developer of public housing 

The developers of public housing in Shanghai consist of government-owned ones and private 

ones, who are all for-profit enterprises. In the past, they bid for the land plots supplied by the 

SLBC, and then develop private housing in the secondary market and pursue maximum 

profits. Driven by the heated housing demand in an upward market, a successful developer 

acquired land usually at a cost of an extraordinarily high bidding price, and they transferred 

such cost to the home buyers. In 2012, as the housing prices were too high for the majority of 

citizens, the government required developers to contribute public flats from each of their new 

housing developments. In some cases, public housing projects are also launched by the 

government itself, where these developers bid for the proposals and build under the profit 

restriction imposed by the government.  

4.2.7 Public rental housing operator 

The PRHOs in Shanghai were established in 2011, which are affiliated to District Housing 

Security & Administration Bureaus. They are responsible for public rented housing 

investment, construction, financing, supply, lease management and estate management, and 

guide all types of investors to participate in the system. Functioning as public institutions, 

they are led by the government and operate in a market-oriented approach, and are required to 

generate slight profits.  

4.2.8 Tenants and home owners 

The public flats are mainly provided to those individuals and households who hold housing 

aspirations, but not able to afford one from the private market in Shanghai. The target group 

includes local graduate students, young professors, people with disabilities, individuals and 

households with low-or middle-incomes. Eligible tenants and homeowners are able to get 

subsidies from the government and concessionary loans from the SHPF as well as 

commercial banks. 

4.2.9 Bank 

The commercial banks provide qualified buyers with mortgage loans to purchase shared-

ownership flats. The interest rates are mainly in line with the market ones. 
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Some banks also provide concessionary loans to developers of public housing. The interest 

rates for the loans which are provided to PRHOs are not allowed to exceed the benchmark 

rate of the Central Bank of China. 

4.2.10 Shanghai Estate Guaranty Co. Ltd. 

Shanghai Estate Guaranty Co. Ltd. (SEG), a municipality-owned institution, is a professional 

guarantee agency engaged in guaranteeing loan payments to the SHPF and other commercial 

banks. The home buyers are required to use their home as collateral in exchange for a 

guarantee from the SEG so that they are allowed to receive home loans from the SHPF or 

commercial banks. So far, SEG doesn’t offer guarantee services to developers of public 

housing. 

 

4.3 Measures 

Measures that stakeholders take from different aspects in the public housing system in 

Shanghai are described below. At the end of descriptions, Table 4-3 lists all the measures as a 

summary. 

4.3.1 Entry 

 Government requiring developers earning low profits on public housing 

The developers of public housing in Shanghai are for-profit enterprises. The Shanghai 

municipality requires them to gain low profits (3% profit rate) on public housing 

development. The policy aims to lower the sale prices for low- and middle-income buyers or 

tenants. 

 Developers contributing public housing units 

Private developers are required to build 5% of the affordable flats in their new developments, 

and transfer these them to the government with discounts or for free as public housing. The 

policy aims at accelerating the supply of public housing and cooling down the high private 

housing price. However, the for-profit developers may transfer the additional costs to the 

private market. 

4.3.2 Land 

 Government transferring land for pubic rented and low-rent housing development 

The municipality lets the land to developers of public housing in the form of tendering, 

handing over, annual lease and shareholding. In respect of low-rent and public rented housing 

development, the land is handed over from the government to the developers, who are only 

required to pay a fee to cover the cost of land acquisition. This enables a public housing 

developer acquire land with a much lower price. 

 Government imposing compulsory land acquisition 

In China, the government holds land ownership, while private parties are only empowered to 

use the land. Different to the housing price in the public sector in Singapore, housing prices 

in China also include land prices. Since land always belongs to the public, the Shanghai 

municipality resettles the households from the land which is planned to acquire for 

commercial or social uses.  
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4.3.3 Finance 

 Government providing subsidies to developers 

There are several sources of financial funding for public housing development in Shanghai. 

The Chinese central government and Shanghai municipal government both provide subsidies 

to the sector, a fraction of which comes from the land leasing fees in the private housing 

market. 

 Government reducing tax for developers 

In order to encourage the for-profit developers to build more public flats with low profits, the 

government waives a series of taxation. According to Regulations of Public Housing in 

Shanghai issued in 2012, the waived charges include Charges on non-profit service, Charges 

governmental fund charge, Charge on civil defiance construction and Expenses of 

infrastructure development relating to public housing.  

 Government subsidizing public housing demanders 

For the eligible tenants of low-rent flats who rent flats from the private market, the 

government provides 40-100% of a basic subsidy rate. Different districts implement different 

subsidy rates, and tenants living in the downtown usually receive high rates.  

 Developers implementing  various financial instruments 

Since the governmental financial supports cannot cover all the expenditure of massive public 

housing development, developers are encouraged to look into the financial market. There are 

several financial instruments that have been introduced.  

Raising money from life insurances: Some corporations have established their own 

supplementary pension funds for the employees, which have been allowed to invest in public 

projects that offer prudent and reasonable returns. In 2011, an insurance corporation launched 

a ten-year Debt Investment Scheme to finance several public housing projects announced by 

the SLC.  

Raising money from corporate bonds: In 2012, the SLC issued a corporate bond for public 

housing development. The bond amounted to RMB 2.8 billion (Euro 0.33 billion), with five-

year maturity and fixed interest rate of 6.12% that is composed with the Interbank Offered 

Rate in Shanghai plus 1.04% (Shanghai Land (Group) Co., Ltd. bond prospectus, 2012). 

Raising money from private equity funds: Since the private parties are encouraged to 

finance the public sector, a private equity fund investing in public rented housing was 

established in 2013. The fund is proposed to be transformed into REITs to sustain the long-

run development under the professional management, as well as digging a new investment 

channel for private investors (Labor Daily, 2013). 

Raising money from private placement notes: In 2013, a subsidiary of SLC issued 1.3 

billion RMB of non-public medium-term notes in the inter-bank market, which is the initial 

Private Placement Notes for public housing development in Shanghai. The placement has a 

three-year period with an interest rate of 6.0 % (The people’s Bank of China, 2013). 

 SHPF providing subsidies to developers 

Part of the profit generated by the SHPF is also poured into the funds, which is utilized to 

subsidize PRHOs on building, purchasing and operating the public rented flats and low-rent 

flats. The Municipality spent RMB 1.23 billion (Euro 0.15 billion) on the low-rent and public 

rented housing development in 2012 (Report on the Implementation of Budget in Shanghai, 

2012). 
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 SHPF issuing concessionary loans to developers and home buyers 

In 2012, the Central government permitted loan issuance amounting 11.3 billion RMB (€1.3 

billion) of SHPF to support constructions of public housing, aiming to ease the financial 

restraint of developers. The loan can also be provided to the eligible members with 

concessionary rates. 

 Commercial banks issuing concessionary loans to developers and home buyers 

Several commercial banks are required to provide financial facilities with favorable 

conditions to the qualified developers of public housing. The interest rates are not allowed to 

exceed the benchmark rate of the Central Bank of China, so that the developers can avoid a 

higher financing cost for social developments. Some banks also offer loans with relatively 

low lending rate to public housing purchasers.  

 National Housing Bank launched to provide liquidity 

In the middle of 2014, the wholly state-owned financial institution, China Development Bank, 

was approved to conduct real estate financing business. It will improve the national financing 

structure on real estate and accelerate the urbanization process.  The bank holds the sovereign 

credit, as its shareholder is the central government.  

 SEG offering loan guarantee insurance to home buyers 

The home buyers can purchase loan guarantee insurance from the SEG, and the institution 

will pay for the residual home loans if (i) the borrower dies or becomes totally incapacitated 

due to a car accident, work injury, fire or drowning; (ii) the insured estate is completely 

destroyed due to natural disasters. However, there is no any guarantee product for public 

housing developers. 

4.3.4 Eligibility and Allocation 

 Government setting multiple eligibility criteria to eliminate mismatch 

The eligibility standard for the candidate public housing users is based on several key facts 

including the Shanghai citizenship status, previous housing purchasing/selling record, 

household incomes & wealth, current living condition and job status.  

The restriction on the Shanghai citizenship status limits the number of applicants and it 

ensures that local citizens can get preferential housing benefit from the policies. The previous 

housing purchasing/selling record as well as household income and wealth can eliminate the 

potential speculative applicants. When the current living condition is taken into consideration, 

the beneficial resources are able to provide to the ones who are in the best needs. A relatively 

long-term job contract ensures the user to pay the expense of the public housing and the 

government and developers are able to face low risks. 

4.3.5 Price control 

 Government taking account of market price when setting public housing prices 

For a shared-ownership flat, its sale price is based on its development cost and its market 

prices. This is because the government intends to weaken the impact of low-price public flats 

on the private housing market. Currently, the discount rate is 70%. The buyers are also 

allowed to pay 60-70% of the sale price in exchange for the same share of the flat ownership. 

This allows them to afford a flat with less expenditure.  
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For public rented housing, the price is set at 40-50 RMB/m2/month (5-6 Euro/m2/month), 

which is slightly lower than the market rent. The exact rate depends on the location and flat 

types, and it can be adjusted by the government according to the market reflection.  

For the low-rent housing, the monthly rental price is 5-7% of monthly household income if 

the tenant rents the public low-rent flat, or 40-100% of the basic subsidies (46-86 RMB) to 

those who rent from the private market. 

 Government imposing resale/repurchase policy to prevent speculation 

The Resale/repurchase Policy controls the speculation of public housing in the private market. 

A shared-ownership flat must be sold back to the District Housing Security & Administration 

Bureau, if the owner decides to sell it with an occupation period less than five years. The 

resale price equals to its purchase price. 

If the owner plans to sell it with an occupation period more than five years, the District 

Housing Security & Administration Bureau has a first right to repurchase it. The deal should 

be exercised at its market price. If the Bureau doesn’t purchase, the owner can sell it to the 

private market, and it will be regarded as a private flat afterwards. However, after selling 

shared-ownership unit, he/she is not allowed to apply for a new public flat anymore. 

4.3.6 Maintenance 

 Developers outsourcing estate maintenance to a third party 

The estate maintenance of the public housing is operated by professional maintenance firms. 

They collect maintenance fees from the tenants or owners and carry on maintenance work. A 

maintenance firm is usually a subsidiary of a development firm. Maintenance firms need to 

operate under the maintenance regulations issued by the Shanghai municipal government. An 

association of maintenance firms has been established, taking responsibilities to regulate the 

estate management sector. 
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Entry Land Finance Eligibility & Allocation Price Control Maintenance

▪ Government requiring 

developers earning low 

profits on public 

housing

▪ Government transferring 

land for pubic rented and low-

rent housing development

▪ Government providing subsidies to 

developers

▪ Government taking account 

of market price when setting 

public housing prices

▪ Government imposing 

compulsory land acquisition

▪ Government reducing tax for 

developers

▪ Government imposing 

resale/repurchase policy to 

prevent speculation

▪ Government subsidizing public 

housing demanders

Developer

▪ Developers 

contributing public 

housing units

▪ Developers implementing  various 

financial instruments

▪ Developers 

outsourcing estate 

maintenance to a third 

party
▪ SHPF providing subsidies to 

developers

▪ SHPF issuing concessionary loans to 

developers and home buyers

▪ Commercial banks issuing 

concessionary loans to developers and 

home buyers

▪ National Housing Bank launched to 

provide liquidity

SEG
SEG offering loan guarantee insurance 

to home buyers

SHPF

Bank

Measures

Government

▪ Government setting 

multiple eligibility 

criteria to eliminate 

mismatch

  

 

 

Table 4-3 List of measures that stakeholders take (Shanghai) 
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4.4 Public housing market in Shanghai 

Through the literature study, stakeholders in the Shanghai system and their measures have 

been discovered. The influence of these measures on the public housing market is elaborated 

in this part. 

Table 4-4 presents links between the measures and corresponding variables in the public 

housing market in Shanghai. The market model is formulated and visualized by CLD in 

Figure 4-2.  

 

Table 4-4 Measures and corresponding variables in the model (Shanghai) 

 Measures Variables in model 

Government 

Government requiring low profits on public 

housing development 

Regulated sale price 

Government transferring land for pubic rented 

and low-rent housing development 

Number of new units 

Government imposing compulsory land 

acquisition 

Number of new units 

Government providing subsidies to developers Financial support to build 

Government reducing tax for developers Financial support to build 

Government subsidizing home buyers Financial support to buy 

Government setting multiple eligibility criteria 

to eliminate mismatch 

Eligibility restriction 

Government taking account of market price 

when setting public housing prices 

Regulated sale price 

Government imposing resale/repurchase policy 

to prevent speculation 

Regulated sale price 

Developers 

Private developers contributing public housing 

units 

Required to transfer public 

housing flats for free/low prices 

Developers implementing  various financial 

instruments 

Financial support to build 

Developers outsourcing estate maintenance to a 

third party 

Total profit from revenue 

SHPF 

SHPF providing subsidies to developers Financial support to build 

SHPF issuing concessionary loans to developers 

and home buyers 

Financial support to build; 

Financial support to buy  

Bank 

Commercial banks issuing concessionary loans 

to developers and home buyers 

Financial support to build;  

Financial support to buy 

National Housing Bank launched to provide 

liquidity 

Financial support to build 

SEG 
SEG offering loan guarantee insurance to home 

buyers 

Financial support to buy 
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Figure 4-2 Model of housing market in Shanghai 
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The market of public housing in Shanghai is inseparable from the private housing market in 

that the public housing market develops on the basis of the private one. It started to develop 

when the housing price in the private market has grown up sharply. The current public 

housing developers are mainly those who have developed or are still developing private 

housing, and a large amount of governmental funds for public housing is generated by leasing 

land to the private housing market; therefore, it is necessary to form the model of public 

housing market together with the private housing market. Since there hasn’t yet a robust 

public rented system in Shanghai, this model mainly focuses on the owner-occupied sector. 

In Figure 4-2, the left part represents the demand side of the market, and right part is the 

supply side; the upper part demonstrates the market of private housing, while the lower is the 

public housing market. 

Loop 1 in the figure shows a general relationship across four dimensions. Starting from the 

demand side of private housing market, we can see that Number of people in need of 

private housing generated by Rigid demand of housing causes a growth of the Sale price of 

private housing. Driven by a higher Expectation to profits, the developers are willing to bid 

against other peer competitors by the highest Land lease fees to acquire governmental land. 

The fee, which is a crucial source of the municipal fiscal revenue, is partially used as the 

Fund for public housing development. Together with the financial support from financial 

institutions (Financial support to build), the Fund for public housing development 

expands the Number of new units, as well as the total stock (Number of public housing 

units available) in the market. This leads to an increase in the Number of public housing 

units sold with the help of the enlarged Number of people in need of public housing, which 

is impacted by Regulated sale price, Eligibility restriction and Financial support to buy. 

As more public housing units are sold, Total profits from revenues also grow up, part of 

which becomes Profits of shareholders of public housing developers. The increased 

Number of public housing units sold reduces the Number of people in need of private 

housing, which forms a balancing cycle in the housing system. 

Loop 1 suggests that providing public housing causes a decline in private housing demand, 

which incurs a lower land lease fee that the government can collect. Unless an alternative 

revenue source is developed, diminishing housing demand of the private market by 

developing public housing is not in the government’s interest. 

Loop 2 presents the relations among variables of developers. A higher Land lease fee to the 

government drives up the Cost of private housing development, which turns to a higher 

Sale price of private housing. What’s more, as for-profit developers are also Required to 

transfer public housing flats for free/low prices from their private projects, they may also 

raise the sale prices to cover these costs. It implies that the policy that requires developers to 

contribute public housing may not have positive effects on cooling down the housing price 

during an upward economic cycle. It also suggests that, in a downward housing cycle, 

developers are reluctant to bid for land due to the difficulties to cover these additional costs 

by increasing sale prices; thus, it results in less land lease fees and a negative impact on the 

public housing provision. 

Loop 3 indicates that an increasing Sale price of private housing promotes the developers’ 

Expectation to profits, and expands the Number of new private flats that has a negative 

relation to the sales price. Loop 3 implies that during a downward housing market a high 

housing sale price is not necessarily cooled down in the short run, as the developers may 

decrease the private housing supply, leaving low-and mid-income groups still unaffordable to 

buy. Therefore, only through a massive supply of public housing can the housing price in the 

private market drop apparently. 
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Loop 4 illustrates the interest of the home demander. During an upward economic cycle, a 

constantly increasing Sale price of private housing ignites an Expectation of a higher 

price held by speculators who have investment needs. Speculative purchases expand the 

housing demand (Number of people in need of private housing), which again pushes up the 

sale prices. The loop implies that speculation forms a reinforcing loop during an upward 

cycle, generating a price bubble; however, it also implies that during a downward cycle, the 

bubble may also quickly shrink as speculative capital escapes.  

The measures taken by the government mainly promotes the demand for public housing 

through three variables Regulated sale price, Eligibility restriction and Financial support 

to buy, and financially encourage developers to provide public housing; developers look into 

capital market to raise money for public housing development, while trying to generate 

profits to the maximum. The financial institutions finance both supply side and demand side 

of the public housing system. The guarantee firm right now only guarantees loans of the 

individuals on the demand side. 

In general, during an upward cycle the government gains vast fiscal revenues from land 

leasing, so that it is reluctant to developing public housing as it may reduce this revenue. The 

developers also enjoy a raising sale price as they obtain higher profits and are able to transfer 

the cost of public housing development to the private house buyers. The speculators among 

home buyers also push up the prices and gain profits in the games. Due to the high private 

housing price and a lag of public housing provision, the low-and mid-income classes are not 

able to afford housing. However, the interests of them are different during a downward cycle: 

the government is reluctant to see a sharp price drop in the private housing market as it may 

cause social and financial instabilities; the developers are intended to reducing sale prices to 

stay afloat and be more cautious in paying for land lease fees but have more interests in 

providing public housing; Speculators among the home demanders may withdraw their 

capital and profits from the market causing a sharp price drop; the demand from low-and 

middle-incomes who are not eligible for the public housing may be generated, as they may be 

able to afford private housing at an acceptable level. 

The housing price in Shanghai will finally equilibrate at that level where the game result of 

the different interest parties comes out.  

 

4.5 Problems discovered from the analysis  

1. From the organogram, it shows that the system contains various housing suppliers 

including government-owned developers, private-owned developers, district housing 

authorities and PRHOs. The number of suppliers is too many, which may cause 

complicity and inefficiency on implementation and supervision. 

2. The chart also indicates there are many subsidy receivers who rely simply on the 

limited governmental subsidies. It implies that this may cause heavier financial 

burdens on the government.  

3. District housing authorities have multiple tasks to undertake besides public housing 

development. Therefore, financial resources designated for public housing use may be 

misused by local authorities, thus resulting in an ineffective public housing 

development. 

4. The suppliers of public housing are mainly for-profit developers, and they may slow 

down the supply of public housing in order to achieve more profits in the private 

sector. Some of them are even publicly traded firms taking the profits out of the 
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public housing system. The profits could be used to reinforce the system by re-

investing them. 

5. SLC, the essential and the only land supplier in Shanghai, acts as a governmental 

institution as well as an enterprise, and plays a crucial role in the public housing 

system. It conducts businesses in both private and public housing system; however, 

this leads to a conflict of interests in the two sectors and an unclear social obligation 

of the governmental institution. Besides, due to a lack of transparency and supervision, 

less financial data from the firm is available to the public. 70% of the land lease fees, 

which is defined as the land acquisition fee, may be far more than the actual one. 

6. It seems that current managerial abilities of PRHOs in finance and operation are 

relatively low. There is a lack of financing approach that profits from diverse 

businesses can be reinvested in public housing developments, thus causing a heavy 

financial dependency on the government. 

7. EGC doesn’t offer guarantee services for public housing developers. If this product is 

available for them, public housing developers would be able to get more liquidity with 

favorable interest rates from the capital market and accelerate the public housing 

supply. 

8. From the literature study on the measures stakeholders take, it comes out that the 

policy that for-profit developers are required to contribute 5% of the their flats into 

public housing sector may not cool down the high private housing price. It is because 

the developers may transfer these additional costs to sale prices. 

9. The national security fund in Shanghai (SHPF) is not fully utilized. There are a plenty 

of savings staying in the silence, while large quantities of capital are required for the 

development of public housing. 

10. The sale prices of public shared-ownership housing are pegged to the market. 

However, the market price usually is so high that even 70% of it is still unaffordable 

for low-incomes. 

11. Complete data regarding housing condition, users’ composition and their satisfactions 

are lacking. This could have been deployed to improve the accuracy of policy making 

and allocation of public housing. 

12. Shown from the CLD, public housing development fund relies on land lease fees, 

which causes a higher housing price in its loop. 
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5. Comparison and optimization 

As the affordable housing systems are analyzed in terms of Stakeholders, Measures, and 

Markets, the comparison and optimization on the Shanghai system is carried out in the same 

process. 

5.1 Optimization on stakeholders in the system 

In the organogram of Dutch social rented housing system, a private HA is the only provider 

of affordable housing; in Singapore, the state-owned organization (HDB) is the dominant 

suppliers providing a vast number of affordable housing while keeping a private developer 

acting as a supportive role under its regulations. In Shanghai, however, there are multiple 

affordable housing providers: publicly-traded developers affiliated to the Shanghai Land 

Group, District Housing Security & Administration Bureaus offering shared-ownership flats, 

the government-owned public rental operators providing low-rent and public rented housing, 

and other private developers on the secondary housing market who are required to contribute 

public housing in their projects. The multi-party involvement may cause an overlap of the 

functions, misusing governmental financial resources and reducing the efficiency of the 

system. 

From the financial point of view, rather than receiving subsidies from the government, the 

Dutch HA receives restructure funds from the Foundation whose money is raised from the 

associations themselves, and the government backs the Foundation, acting as a “last resort”. 

In Singapore, the government raises funds for public housing development from the CPF, and 

entrusts governmental investment agencies to generate profits for the government. The funds 

and profits are offered to the HDB in the form of grants and loans. In the Shanghai system, 

however, the financial resources for public housing largely depend on the government grants 

subsidizing private developers, PRHOs and eligible tenants and buyers of public housing, and 

the SHPF is not as fully utilized as the one in Singapore does. 

Tenants association and union of HAs in the Netherlands help their members gain market 

information and protect their interests, and town councils in Singapore help to deliver 

feedback from the public housing users to the HDB in order to ensure their housing products 

meet the changing demands. While in Shanghai, there is a lack of such social institutional 

arrangement. 

Therefore, the number of public housing providers should be reduced, financial institutions 

should be optimized to strengthen the liquidity provision, and the system of social institutions 

should be improved.  

Through a study from both the Netherlands and Singapore, it is possible to remain two main 

public housing providers in the current system, PRHOs and government-owned developers. 

The PRHO in each district in Shanghai should be remained and conditionally be privatized to 

a not-for-profit corporation holding social responsibility, and the profits that they gain should 

be reinvested into the public rented market. Taxation reduction should be applied when the 

operators purchase housing stock from market for social purpose. The government-owned 

real estate developers under SLC, could be remained and focus on the business of providing 

public owner-occupied flats for low-and middle-income classes, while generating profits 

from various commercial businesses other than private housing. They should be non-publicly 

traded firms, as the profits gained from the public housing market are able to be reinvested 

into the system rather than being taken away by the shareholders who hold commercial 

purposes other than social obligations. 

For-profit private housing developers should no longer be required to contribute public flats 

in their projects, as it is contrary to their business goals. Otherwise, they would either transfer 
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the cost of building public flats into private market or reduce the production of public 

housing through various approaches.  

District Housing Security and Administration Bureaus should also pass the task of providing 

and repurchasing shared-ownership flats to the privatized operators or government-owned 

developers, and act as a regulator and supervisor of them.  

Acting as last resort other than subsidiary, the government should establish and back a Fund 

functioning as same as SHCF in the Netherlands. The Fund would raise money from its 

members, mainly PRHOs and government-owned public housing developers, taking 

responsibility to supervise their financial health, offering operational supports and provides 

liquidity for Mergers and Acquisitions across the sector. 

Currently, the SEG only guarantees loans of individuals, if it could also offer loan guarantees 

for developers as Dutch SHGF does, commercial banks would be more willing to providing 

them with concessionary loans for social uses.   

The government-owned bank, China Development Bank, should directionally issue special 

bonds to the SHPF for public housing development, with the same or similar interest rate that 

the SHPF gives to its depositors. The capital should be deployed to finance public housing 

developers, and the government can also invest a certain proportion to generate profits 

through qualified investment agencies.  

The neighborhood committee office in each neighborhood of Shanghai should perform as a 

tenant association, providing renting information, solving complaints and problems regarding 

the quality and maintenance of public housing. In association with local community offices, 

developers are able to receive more feedback on their housing products and to develop 

demand-oriented projects without mismatch. 

A suggested organogram of the public housing system in Shanghai is presented according to 

the above-mentioned suggestions (Figure 5-1). 
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Figure 5-1 Suggested organogram of public housing system in Shanghai 
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5.2 Optimization on measures taken by stakeholders 

 Entry 

Clear social tasks and performance areas of the future PRHOs in Shanghai should be 

introduced from Dutch HAs. The targeted groups are those who have low- and middle-

income in the society; business attentions should be paid to several key performance areas 

including good quality of public flats, financial continuity of the corporation, helps on special 

attention groups, tenants’ involvement in the policy making and organization management 

and contribution to the quality of life in the neighborhood. 

The developers currently have multiple types of businesses both in the private housing 

market and public housing market. For those government-owned developers who can acquire 

land in a cheap and direct approach, such as those are affiliated with the SLBC (SLC), their 

main business should be emphasized on the public housing while profits generated from other 

commercial business can be reinvested in the main business, aa the case of the Netherlands 

shows. For those private developers in this system, rather than requiring them contributing 

public housing in their projects, they should be invited to provide more types of public flats 

with higher standards and finishes, which can meet the needs of middle-income groups with 

higher housing inspirations. 

 Land 

Both the public flats owners in Singapore and home owners in Shanghai have leaseholds on 

their properties. In Singapore, a public flat buyer has a 99-year leasehold and land acquisition 

cost is excluded from the sale price; therefore, the prices are much lower than those on the 

private market, and the eligible citizens can afford to buy without heavy governmental 

financial supports. This is so called a pre-distribution mechanism. However, a home buyer in 

Shanghai has a 70-year leasehold, and the public housing sale price includes land acquisition 

costs. Therefore, it is still too high for common people to afford it, and the government has to 

subsidize both demand and supply side to increase the affordability. This mechanism, called 

as re-distribution, relatively reduces the efficiency of the housing system, and may cause 

unfair financial allocations. Therefore, if the government could apply the pre-distribution 

mechanism to the public housing pricing, prices will be cut off and the affordability of 

tenants/buyers will be increased without lots of subsidies redistributed from the government. 

Land for the public housing should be directly transferred from SLBC to PRHOs on a basic 

land acquisition cost. Having offered land with a lower price and taxation reduction, the 

government could require the operators to pay an annual lump-sum levy contribution after 

their privatization. This can stimulate their business efficiencies and managerial capabilities. 

The contributions can be then poured into a Fund that supervises the operations of PRHOs 

and optimizes the sector. 

The actual cost of land acquisition in the primary land market should be more transparent to 

the public. 

 Finance 

The Shanghai government offers subsidies directly to multiple stakeholders including supply 

side and demand side, while the Dutch government only provides subsidies directly to the 

demand side, and indirectly to the supply side by providing financial resources to 

independent funds. What’s more, Shanghai municipal government provides liquidity solely in 

the form of subsidies, while the Singapore government provides it in the form of both 

subsidies and loans. Therefore, the municipality could provide subsidies with more types, 
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direct one and indirect one, subsidy-styled and loan-styled, so as to increase the efficiency of 

using public financial resources and to reduce the governmental financial burden. 

Besides, a series of different grants should be designed in order to help vulnerable families 

(singles, widows with kids, divorcees with kids, children wanting to live close to parents, 

disable people) purchase public flats, which can generate pent-up demand as it does in 

Singapore. A highlight feature of the Dutch affordable housing system is that the profits 

earned in the system should be remained within the system, which can be introduced into the 

Shanghai public housing system. 

 Eligibility and Allocation 

The eligibility for affordable housing in the Netherlands is based on the income criteria, and 

the development and allocation of social housing take the national housing research and the 

waiting list system as references; In Singapore, the HDB applies advanced management 

approach such as a BTO method to ensure a rational investment, and applies Sales of Balance 

Flats approach to transfer housing stock into cash. In Shanghai, the public housing market is 

still in its initial stage where the solutions to catch up with demands and to meet annual 

construction scales required by the central government is to build as many as possible. From 

a long term perspective, the practices from the Netherlands and Singapore should be 

introduced to Shanghai, so that public housing development would be expanded sensibly and 

rationally. 

“Big data” should be established. Statistics regarding housing conditions, users’ status should 

be pooled for analyses, in order to offer better services for the users as well as to provide 

complete and correct information in favor of an accurate housing policy. 

 Price control 

The Dutch government applies the National Residential Property Evaluation System to 

rationalize the rental price for each unit, and the maximum of a rental price and the annual 

increase rate are also regulated, taking consideration of family incomes and inflation; the 

Singapore government also takes account of households’ affordability and nation’s economic 

situation when setting the sale price of public housing. In Shanghai, the price of public rented 

housing and shared-ownership housing is proportionally linked to the market price, which 

may still be too high for low-incomes to afford. 

Therefore, the idea that applying a National Residential Property Evaluation System to 

rationalize public housing price should also be introduced into the Shanghai system. The 

government can set different criteria into the system, so that each unit would be given a 

rational price owing to its physical conditions, locations, construction cost, family incomes 

and other specific criteria. Besides, rather than giving a fixed discount rate (70%) on market 

prices, the government can provide a flexible and comprehensively-calculated rate. 

Government should also establish a Fair Rent Commission to deal with any issues regarding 

rental charges, quality, and maintenance of public housing flats, so as to increase the voices 

from and satisfaction of tenants and to consolidate social stability. 

 Maintenance 

In the Netherlands, the national housing research is carried out to investigate the conditions 

of the housing stock, and HAs utilize Performance-based Maintenance approach to solve or 

ensure quality of them; town councils in Singapore take charge of maintenances on the public 

housing since they have easier accesses to the local housing information and are able to take 

actions in time.  
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Taking these two countries as samples for the Shanghai one, PRHOs should conduct housing 

surveys so that more information and data can be available for analyses. A Performance-

based Maintenance strategy should be applied to their estate managements, which enables 

them to focus on core businesses while providing high quality maintenance services. 

5.3 Optimization on the model of market 

On the basis of the models of affordable housing systems in the Netherlands and Singapore, 

several relations can be optimized in the Shanghai system, and visualized in Figure 5-2. 

Firstly, the requirement on for-profit developers to give public flats for free or with 

discounts should be eliminated, so that the additional cost would not be transferred to sale 

prices. Instead, these developers can be invited to build more public housing projects 

announced by the government with low profit rates. 

Secondly, through purchasing special bonds from the China Development Bank, the SHPF 

should be utilized for public housing development to a great extent. The capital then should 

facility the public housing developers or PRHOs after their privatization, or providing 

liquidity to the demand side in the form of grants and concessionary loans. 

Thirdly, the public housing providers should be non-publicly-traded firms, so that total 

profits gained from the public housing system can remain in the system rather than being 

taken away as dividends for shareholders. What’s more, parts of the profits should be poured 

into a central Fund which manages public housing providers and helps them when facing 

financial problems. The profits should also be used in Financial support to buy and 

Research and Development on flat products and managerial instruments. In this case, 

various types of grant schemes can be developed to help vulnerable groups afford housing, 

more market-oriented flats can be designed and efficient allocation methods are able to be 

created.  

Fourthly, the government can also establish a Fair Rent Commission and conduct satisfaction 

surveys to improve Satisfaction of tenants in public housing, which stimulates the demand 

side of public housing market.  

A new model (Figure 5-2) is formed to visualize the above-mentioned optimization 

suggestions. 
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Figure 5-2 Suggested model of public housing market in Shanghai 
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6. Conclusions  

Through a lesson from Dutch social rented housing system, we see a possibility that private 

firms can gain profits as well as fulfil social responsibility at the same time by efficient 

operation and governmental interventions. Different roles that a government and financial 

institutions should take in maintaining financial stability also get learned. We also realize the 

actions that a democratic system takes to protect the individual’s human rights though 

establishments of social institutions and policy making. 

From a study on the Singapore system, we see a feasibility that a centralized government 

reaches its social goal by monopolizing the housing system and operating with high 

transparency. The system also demonstrates an advanced CPF-HDB mechanism where 

financial institutions expand housing demands by providing liquidity, while housing 

providers create differentiated housing products to allocate demands. 

Both two systems suggest that a country can realize housing affordability for its citizens 

despite what kind of system form it holds, either a decentralized or centralized one. In the 

decentralized system (the Dutch case), there also exists strong governmental interventions on 

many aspects, especially on price control; while in the centralized one (the Singapore one) 

the government also applies market mechanism such as BTO method. The successful 

implementation of both “visible hands and invisible hands” on an affordable housing system 

also interprets a traditional Chinese wisdom - the equilibrium of Yin and Yang - from a 

practical perspective. 

Through the study on the Shanghai case, we can figure out that advantages of backwardness 

of the public housing system in Shanghai have emerged, for example, in the financial aspect, 

the public housing REITs was quickly introduced into Shanghai, which came into reality just 

a year ago. 

The current housing market in Shanghai is cooling down, which offers a unique opportunity 

for the government to transform the housing system into a resource-intensive and human-

oriented one in favor of a healthy and sustainable economy. Since there is a diminishing land 

leasing fee which is regarded as a crucial income source for the government, it is also the 

time to reform/optimize the operational behavior of governmental institutions so that a 

reliable government which uses the financial resources from its people in a more efficient and 

responsible manner can be achieved. 

All in all, the optimization suggestions on the Shanghai public housing system are explored 

through the studies of two advanced housing systems at a technician level; in reality, however, 

they are based on a cornerstone at a human level which requires ethics, openness of minds 

and courage of the policy makers and interest groups in Shanghai. As Lim (1983) concludes: 

“A solution for housing the urban poor is always possible, as urban land is an 

available resource in all countries. It is the lack of political will and 

understanding of the dynamics of urban development, the ideological hang-ups 

about the land issue in the free-market system, the short-sightedness and self-

interest of the urban elite, and the inadequacy of modern planning practices that 

have long created the illusion of its insolubility.”  
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7. Limitation and recommendation 

The optimization suggestions for the current public housing system in Shanghai are only 

based on the analysis of two affordable housing systems abroad. Affordable housing systems 

from other developed countries can also be further studied so as to provide visions from a 

broader horizon.  

The research focuses on the macro level of a housing system, a micro research on the 

stakeholders could be deeply conducted. For example, a research on the effectiveness of 

eligibility criteria in an affordable housing system is interesting to conduct later on. 

Due to a lack of relevant statistics among all three regions, the research is conducted in a 

qualitative approach; however, quantitative research can be further carried out on the specific 

perspective, for example, the pricing mechanism of any of three affordable housing systems. 

 

8. Forecast 

Private housing associations in the Netherlands evolve through mergers and acquisitions, and 

thus, the Dutch social housing sector may become more and more centralized; while the HDB 

in Singapore may privatize in the long run in order to keep its efficiency. Due to the 

complicity of Chinese political, economic and cultural situations, the public housing system 

in Shanghai may experience a long chaotic phase, and finally reach its equilibrium under the 

dynamic forces from various stakeholders in the system. 
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Appendix  

1. Development of HDB flat types
1
 

1960s-1980s flat types (refuse chute in kitchen): 

1-Room Emergency (1960-?) – all demolished 

2-Room Emergency (1960-?) – all demolished 

1-Room Standard (1960-?) 

2-Room Standard (1960-1970) – around 41 sqm, one WC 

3-Room Standard (1960-1970) – around 50-55 sqm, one WC 

4-Room Standard (1960-1970) – around 70-75 sqm, one WC 

5-Room Standard (1974-1980) – 117-123 sqm, two toilets 

1-Room Improved (1967-1978) – supposedly 33 sqm but multiple layouts exists 

2-Room Improved (1967-1978) – usually 44 sqm, one WC and one shower 

3-Room Improved (1967-1978) – usually 60 sqm (3½-Room I Modified 69 sqm), one WC and one shower 

4-Room Improved (1967-1980) – usually 82-84 sqm, one WC and one shower 

5-Room Improved (1977-1990s) – usually 121-123 sqm, two toilets 

3-Room New Generation (1975-1985) – usually 67 sqm, two toilets 

4-Room New Generation (1975-1985) – usually 92 sqm, two toilets 

3-Room Simplified (1984-1989) – usually 64 sqm 

4-Room Simplified (1984-1989) – usually 84 sqm 

3-Room Model A (1982-1989) – usually 73-75 sqm (3½-Room A Modified 88-90 sqm 

4-Room Model A (1982-1990s) – usually 105 sqm 

5-Room Model A (1982-1985) – usually 135 sqm 

5-Room Model A Maisonette (1983-1984) – most 140 sqm, some up to 155 sqm, TWO floors, just few build, 

replaced by Executive Maisonette 

Executive Apartment (1984-1990s) – usually 142-146 sqm, ONE floor 

Executive Maisonette (1984-1990s) – most 147 sqm, some up to 160 sqm, TWO floors 

Multi-Generation (1987) – 132 sqm / 151-171 sqm, most 166 sqm, ONE floor, TWO entrances 

Adjoined Flat, 4-Room / 5-Room / Executive (any year) – around 90-175 sqm (flats adjoined by owners, 

original leases) 

 

Early 1990s flat types (centralized refuse chute, no household shelter): 

4-Room Model A (1993-1998) – usually 100-108 sqm 

5-Room Improved (1993-1998) – usually 120-128 sqm 

5-Room Model A (1993-1998) – usually 133-137 sqm 

Executive Apartment (1993-1998) – usually 142-150+ sqm 

Executive Maisonette (1993-1998) – usually 144-146 sqm, penthouses up to 190 sqm, TWO floors 

 

                                                 

 
1

 Teoalida. (2013). “HDB flat types and their sizes.” Retrieved 10 August, 2014, from 

www.teoalida.com/singapore/hdbflattypes. 
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Late 1990s – today flat types (with household shelter): 

Studio Apartment – 35/45 sq m (2001-present) 

2-Room Model A – 45 sq m (2008-present) 

3-Room Model A – 60 sq m (2002-2008), 65 sq m (2008-present) 

4-Room Model A – 100 sq m (1998-2000), 90 sq m (2000-present) 

4-Room Model A2 – 90 sq m (1998-2000), 85 sq m, some 80 sq m (2000-present) 

5-Room Improved – 120 sq m (1998-2000), 110 sq m (2000- present) 

Executive Apartment – 140 sq m (1998-2000), 125/130 sq m (2000-2005) 

Executive Maisonette – 140 sq m, TWO floors (1998-2000) 

3gen flat – 115 sqm (introduced 2013, to be completed 2016-onwards), 4 bedrooms, 3 toilets, home ownership 

restricted for couples + 1 additional family relative 
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2. Timeline of Policies on controlling heated private housing prices in Shanghai (since 

2010) 
2
 

2010: 

 Down payment should be no less than 30% for the first housing. 

 No mortgage loan provided for purchasing the third or more housing. 

 No mortgage loan for those who paid tax or social insurance fee less than 1 year. 

2011: 

 property tax on the second or more housing for households and individuals (more than 

60m2 per person) 

 Requiring 5% of new development for affordable housing 

 Re-sales profit tax (5.5%) on housing purchased less than 5 years.   

 Down payment for the second housing should be no less than 60%, mortgage interest 

rate should be no less than 1.1 time of basic interest rate 

 For shanghai household who has one housing, or for non-shanghai household without 

any housing and who has paid social insurance fee more than 1year in the last 2 years, 

one extra housing is allowed to purchase. For Shanghai household with more than 1 

housing or for non-shanghai household with housing, no more housing is allowed to 

purchase. 

 Beginning of Shared-ownership housing. 

2012：  

 Shanghai-citizen singles are not allowed to buy a second or more housing. 

 Non-citizen singles are not allowed to buy housing any more. 

2013: 

 30% extra land supply to average annual land supply in the last 5 years ( increase land 

supply) 

 Expand the supply of shared-owned, low-rent, and public rented housing (increase 

affordable housing supply) 

 Down payment for the second housing increases from 60% to 70% (restriction on 

mortgage) 

 Property taxation (restriction on speculative transaction) 

 For family buyers who are non-shanghai household, they have paid taxation or social 

insurance fee for 2 years within the last 3 years. (social insurance includes Pension 

fund, basic medical insurance fund, unemployment insurance funds, work injury 

insurance fund and maternity insurance fund) (restriction on purchasing) 

 Personal income tax: 20% of sales price of housing 

                                                 

 

2 Xinlang. (2011). “A list of policies to control the fast-growing housing price.” Retrieved 27 March, 2014, 

from http://dichan.sina.com.cn/zt/zhengcetiequan.
 

 



70 

 



71 

 

3. Categories of public housing in Shanghai 

There are mainly four categories of public housing in Shanghai: shared-ownership flats, 

public rented flats, low-rent flats and flats for relocation and resettlement. Flats for relocation 

and resettlement are composed by other three categories. 

 Shared-ownership flats 

Shared-ownership flats refer to those flats that are owned jointly by the government and the 

users. The proportion of the ownership of the user depends on his/her total payment.  The 

buyers are usually required to pay no less than 50% of the unit price in exchange for the same 

amount of the housing ownership. The developments take place in the regulated and selected 

areas. In 2013, there were more than 30 thousand units in 36 areas supplying to the market.  

The planning, style and construction standards are all regulated by the government. There are 

various types of the share-ownership flats in the market. The floor area of the one-room flats 

and two-room flats range from 45 to 70 m2, and the floor area of the three-room flats range 

from 70 to 80 m2. 

The flats are only allowed to sell back to the government if the user plans to sell it within five 

years; if the owner has been living in it for more than five years, the flat is allowed to sell in 

the private market, however, the government still remains the first right to repurchase it.  

Shared-ownership flats offer favourable conditions for low-and middle-income citizens to 

buy as the payment is low. However, a small number of home buyers take advantage of it, 

and lease the unit for profits. Yet, there is no any law or provision to regulate such behaviour.  

 Public rented flats 

The public rented flats are raised through a variety of ways. Some housing stocks in the 

private market will be acquired; new constructions have been launched in selected areas 

where massive urban development’s takes place; a certain percentage of the new residential 

development from private developers is required to hand over to the government as stocks of 

public rented flats; lands in various economic and industrial zones are allowed to build public 

rented units for employees to use. The collectively-owned land in villages can also be used; 

non-residential constructions such as obsolete factories and office buildings in brown fields 

are allowed to use for residential redevelopment. 

One-room flats are available for the applicant who is single, two-or three-room flats available 

for a household or several workers from the same company with an average living area no 

less than 5m2/person. 

 Low-rent flats 

The flat types of the low-rent flats accord with the ones of public rented housing regarding 

new development. Existing housing stocks are also able to be used for this purpose. Therefore, 

various types of low-rent flats are composed in this category. 

There are two methods to support their housing. They are provided with public flats that are 

built by the government and pay a relatively low rent. They can also be financed with a 

certain amount of subsidies when they rent housing in the private market.  

The flats are planned to solve the housing problem for the individuals/households earning the 

lowest-incomes, including couples of more than 60 years old and without any kid, citizens 

with disability or major disease, etc. 


